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: “While economic forecasting is complex, one forecasting rule has an -0.58%
excellent track record: when short-term interest rates (3-month
2.50  Treasury) rise above the level of long-term rates (10-year Treasury), a
recession almost invariably follows within the next year or two. Indeed,
200 Pprior toall 10 U.S. recessions since 1955, the Treasury yield curve
inverted.” — SF Fed, Report, 5/9/22
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(0.50) Commentary
The 3m/10yr spread has been inverted for a month (since 10/25/22), averaging -27bps. v
(1.00) Most economists are expecting a mild recession in the first half of 2023.
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. In 2006/2007, the 3m/10yr spread inverted for nine-months 2yr Treasury
(7/17/06 to 5/29/07), averaging -32bps. An 18-month recession 11/21/22
7.00 followed (December 2007 to June 2009).
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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.
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If you want to understand the direction of rates - read what Policy Makers are saying, follow their forecasts.




