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3-Month [ 10-year Treasury Yield Curve Spread

2-Year / 10-year Treasury Yield Curve Spread

10-year Treasury, 2-year Treasury, Fed Funds
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Commentary 2-year 10-vear 2yr Treasury 4/47;
The 2yr decreased 1bps - 10yr decreased 7bps. 11/21/22 .
5.00 ittle ch . day - likely d N 2yr Treasury 4.48%
4.50 tht.ec ange in ralesagamt.o ay - likely due to tl e. 11/18/'22
holiday shortened week - with the 10-year's slow slide 1.51%

and the steady 3-month, 3m/10yr inversion continues
to deepen - no chance of this inversion being called a

3.50  blip - if history is any measure, a recession
is on the way.
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Short-Term Rates (SOFR, BSBY, Fed Funds)
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450 Quick Overview 1M SOFR 4.02%
As Fed Funds go, so goes SOFR (and BSBY). 11/15/22
4.00  sOFR and BSBY are base rates for short-term borrowings. 3.86% —
SOFR is a broad measure of the cost of borrowing cash
3.50 overnight collateralized by Treasury securities. BSBY is a
3.00 proprietary index calculated daily by Bloomberg. /,_','
250 Commentary
® For the first time in SOFR's brief history 2 o
2.00 (beginning in April 2018), the 1M rate /’J‘ 1M BSBY
is above 4.00% - before the first rate = 11/15/22
1.50 hike on March 16th - the 1M average f— 3.82% 1M BSBY
was sub 10bps. 11/22/22
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Quick Overview
5 "The two year treasury is a pretty good measure of policy expectations.”

— Jerome Powell, Interview: WSJ, 5/17/22

“In light of the forward guidance that has been given by the Fed since the fourth
4 quarter of 2021, the 2-year Treasury yield may provide a better representation of

"Policy Space"

35 where Fed policy is likely to be in the near future.” 47bps
™ —James Bullard, Speech, 5/6/22
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Commentary
With the "policy space" for December shrinking and with the

1 holiday shortened week, the Fed will have only five days (Nov
28 - Dec 2) to move the 2yr Treasury higher (black out begins
12/3/22) - will the market price in a higher rate in expectation

0.5
0 of one - or - will rates fall on recessions fears?
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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 Policymakers are saying, follow their forecasts.




