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Key Interest Rates 11/30/22 12/1/22  Change

BSBY - 1-month

SOFR - Term Rate - 1-Month (CME Term SOFR) 4.13 418 |fh 0.05
US Treasury - 3-Month 4.37 4,33 * (0.04)
4.38 425 |l (0.13)

US Treasury - 2-Year

US Treasury - 10-Year
{0.69) {0.80)
{0.70) (0.72) ||nl1 {0.02)

3-Month / 10-year Treasury Yield Curve Spread

2-Year [ 10-year Treasury Yield Curve Spread

10-year Treasury, 2-year Treasury, Fed Funds

——Treasury ===Treasury Fed Funds Target 2y{2T/r§?;;ry
2-year 10-year

Commentary v v 2yr Treasury 4.25%

The 2yr decreased 13bps - 10yr decreased 15bps. 11/30/22
500 Oct PCE posted today and instead of helpful downturn, the 2yr Treasury 4.38%
450 numbers were flat (a revised 5.2% in Sept fell to 5.0% in Oct) - 11/29/22

which means there will be rate hikes until demand/inflation 2.48%

.A8%

4.00  begins to subside, regardless of the short-term financial

turmoil - the Fed's priority is addressing inflation and not
3.50 repeating the unsuccessful stop-and-go
approach of the 1970's.
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Index values in the example below are
based on St. Louis Fed's Core PCE's Chain- COI'e PCE Sept 2;222
i 5
Type Price Index ——Core PCE July 2022
Feb 2022 7%

6.0 Dec 2021 Jan 2022 5.4%
Nov 2021 4.9% 5.2%
A4.7%
5.0
o . Actual
4.0 Price |Inflation
fele Index Rate el
Change
2022-08-01 124.010] 4.92% 0.672
® 3.0 2022-03-1 124 584 5.18% 0.574
2022-10-01 124 857| 4.98% 0.273
Commentary
2.0 The MoM change from Sept to Oct was 0.273, which is a decrease from the 0.574
MoM change from Aug to Sept and about half of the 12-month avg (0.494).
10 MoM readings appear to be slowing - if the 0.273 MoM rate was sustained, inflation
would fall dramatically from today's 5.0% to 4.1% by January and to 3.8% by March -
0.0 the Core PCE forecast in the Sept SEP for 2023 is 3.1%.
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Balance Sheet Since peaking at $8.96TN in
Total Assets of the Fed April 2022, the BS has
decreased by $380BN.

10 Quick Overview
Quantitative Tightening (QT) is an effort to reduce the Fed's
7 palance sheet by allowing securities to mature without
reinvestment. QT began slowly in June 2022 and picked up the pace
in September - currently, the Fed's cap is S60BN a month for
Treasuries and $35BN a month for Mortgage Backed Securities.

Trillions

Jerome Powell - Thoughts on the Balance Sheet - 11/30/22 ‘ 1st QT:

Ample
% "Then at a certain point, we're just going to call it ... stop at Oct 2017 Reserves
a place that's safe. Having a lot of reserves in the system is to Sept | $4.9TN
really a good thing. It's really a public benefit to have plenty 2019
of reserves, plenty of liquidity in the markets
in the banking system and the
, financial system generally. 12/3/14 | 9/11/19 11/23/22
8.58TN
i S44TN | $3.7TN 2/26/20 $
/1008 10/31/12 $4.1TN
* $925BN $2.8TN Richmond Fed, April 2022 - Stopping Point
The stopping point would be about 20% of GDP or $4.9TN.
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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.




