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BSBY - 1-month 3.85 3.85 [fh 0.00
SOFR - Term Rate - 1-Month ({CME Term SOFR) 3.91 3.93 * 0.02

US Treasury - 3-Month 4,32 4.34 * 0.02

US Treasury - 2-Year 4.43 4.51 * 0.08

US Treasury - 10-Year 3.77 3.82 * 0.05
- __________________________________________ ___________|
3-Month / 10-year Treasury Yield Curve Spread (0.55) (0.52) [4h 0.03
2-Year [ 10-year Treasury Yield Curve Spread (0.66) (0.69) Wb (0.02)

10-year Treasury, 2-year Treasury, Fed Funds
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Commentary 2-year 10-year 2yr Treasury 11{;?’:2

The 2yr increased 8bps - 10yr increased Sbps. 11/17/22 .
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slow march upward - definitely due to the Fed's ongoing

4,50 commentary about upcoming rate increases - the market is 2yr Treasury

pricing them in - Bullard's comment yesterday being the most 114/;:-:'/22
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4.00  influential - expect more next week - and - the beginning of a
Dove/Hawk debate on the terminal rate - which, according to
3.50 :

Bullard, will be somewhere between
3.00 2-00%-7.00%.
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Inflation (Target vs. 3 Metrics)

= Core PCE Dallas Fed =St Lou Fed
Trimmed 5-year Breakeven Core PCE
Quick Overview - The 5-Year Breakeven Sept 2022
5.1%

6.00 The breakeven inflation rate represents a measure of expected
inflation derived from Syr Treasury and the 5yr TIPS.
5.00 (TIPS minus Treasury.) The latest value implies
what market participants expect inflation
to be in the next 5 years.
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A bit of good news for the Fed - inflation expectations
are anchored and continue to decrease - mostly recently from a late October peak of 2.72%.
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Fed Funds / zyr Treasury 2yr Treasury
Fed Funds Target ——Treasury 11/18/22
2-year 4.51%

Quick Overview
"The two year treasury is a pretty good measure of policy expectations.”

4.5 - Jerome Powell, Interview: WSJ, 5/17/22
“In light of the forward guidance that has been given by the Fed since the fourth quarter,

“>

4
of 2021, the 2-year Treasury yield may provide a better representation of where Fed "Policy Space"
3.5 policy is likely to be in the near future.” 51bps
5 --- James Bullard, Speech, 5/6/22
Fed Funds
® 25 11/18/22
2 4.00%
15 Commentary
The Fed has been out in force this week - since Monday

1 there have been 12 Fed officials who've either given a
speech or been interviewed - the common themes - rates
will continue to increase (50bps in Dec) with a pause in early

0.5
0 2023 - because of all that effort, the 2yr is climbing again.
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The Daily Trends Commentary is a Best Guess
Treasury rates reflect a lot of different conditions, including: (1) where people expect the economy to go; (2) where
they expect interest rates to go; and (3) the amount of risk they associate with the uncertainty of #1 and #2.

Fed Unfiltered — Subscribe for $25.00 a Year
e Fed Commentary, Pundit Free.

A one-stop-shop for the interviews, speeches and essays of the 19 Fed officials.
If you want to understand the direction of rates - read what Policy Makers are saying, follow their forecasts.




