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ANNOTATED GRAPHS - Fed Funds and 2-Year Treasury

2-year, Fed Funds, Spread

Fed Funds Rate —7 YT
Quick Overview
"The two year treasury is a pretty good measure of policy expectations.'
-- Jerome Powell, Interview: WS)J, 5/17/22
“In light of the forward guidance that has been given by the Fed since the fourth quarter of 2021, the 2-year
" Treasury yield may provide a better representation of where Fed policy is likely to be in the near future.”
..-l --- James Bullard, Speech, 5/6/22

g ) Commentary
After Wednesday's 50bps rate hike - Fed Funds has gone above

the 2yr for the fourth time in 20-years - the previous three times,
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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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