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Key Interest Rates 11/4/22 11/7/22 Change

BSBY - 1-month

SOFR - Term Rate - 1-Month (CME Term SOFR) 3.81 .80 (Wb (0.01)

US Treasury - 3-Month 4.21 4.29
US Treasury - 2-Year 4.66 4.72

US Treasury - 10-Year
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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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2-year 10-year 11/7/22
Commentary 2yr Treasury 4.72%
.00 The 2yr decreased 6bps - 10yr increased 5ps. 11/4/22
Minimal increases today, likely due to the Fed's ongoing 2yr Treasury 4.66%
4.50 commentary about a higher terminal rate (potentially 11/3/22
5.00% or higher by March 2023) - all eyes are on Oct's CPI 4.71%

400 report (out Thursday) - an increase will equal mare rate
hikes and a recession (in the market's eyes)
a decrease could mean fewer rate hikes

3.00  and a soft landing.
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Quick Summary 3m/10yr Spread 0.72%
3.00 . Lo .
The 3m/10yr spread (the most reliable indicator of a recession) has 11/7/22
been inverted for 10 days, averaging -0.11%. -0.07%
2.50 :
“When short-term interest rates rise above the level of long-term
rates, a recession almost invariably follows within the next year or two
2.00 ... Indeed, prior to all 10 U.S. recessions since 1955, the Treasury yield
curve inverted.” — SF Fed, Report, 5/9/22
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Recession Indicators
(0.50) 1) FF/2yr Spread - a measure of policy expectations/policy space.
2) 2yr/10yr Spread - offers a particularly muddled view (Fed Board, 8/5/22).
(1.00} 3) 3m/10yr Spread - a reliable indicator (SF Fed, 5/9/22) (Richmond Fed, 8/8/22).
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The Daily Rate Change 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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