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Key Interest Rates Change
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The 2yr increased 3bps - 10yr decreased 2bps.
5.00 A brief respite today from the volatile week, where the 2yr and 4.25%

450 10yr were both down 18bps - along with a strong GDP report, 2yr Treasury W

a high inflation report and a strong jobs report - there were 11/30/22

4.00 14+ speeches, interviews and essays from Fed officials - which 4.38%
made two things clear - the Fed is going to continue to raise
350 rates- and instead of pricing in rate hikes,
the market is pricing in

3.00 ;
a recession.
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From July to Dec 2019,

Unemployment Rate Job Growth averaged

Next Release
188,500 a month.

1/6/22 - December's Jobs Report
Unemployment
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4.0 Quick Overview
The Unemployment Report is compiled from a monthly
Sept SEP forecast

30 survey of about 60,000 eligible households. A sample that's
selected to represent the entire population of the U.S. for YE22 - 3.8%

ES

2.0 Commentary
November 2022 - 263,000 jobs were created - Unemployment rate remained 3.7%.

1.0 Asurprise to the upside (consensus was 200,000) - and a slowdown nowhere in sight, the data
dependent Fed will see this jobs growth, along with strong consumer spending, persistently high inflation
and they will determine there's much more work to do - expect the terminal rate to be 5.25% or higher.
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2-year, Fed Funds, Spread
Fed Funds Rate —_—2Yr
Quick Overview
8.00 "The two year treasury is a pretty good measure of policy expectations.”
-— Jerome Powell, Interview: WSJ, 5/17/22
o . "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.”

/“I --- James Bullard, Speech, 5/6/22

\ Commentary
) The Fed has raised Fed Funds or maintained Fed Funds above the

5.00
2yr on three occasions over the last 20-years - and - in all three
*® 4.00 cases, a recession occurred - if the 2yr maintains its present
heading - and - Fed Funds is increased by 50bps on Dec 14th, Fed
3.00 Dot Global Funds will be above the 2yr a fourth time. N
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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.




