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ANNOTATED GRAPHS - Trends — The Week (December 19 — December 23)

12/19/22 — Monday 12/20/22 — Tuesday

10-year Treasury, 2-year Treasury, Fed Funds 10-year Treasury, 2-year Treasury, Fed Funds
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Commentary 2Zryear 10-year 2yr Treasury 11'22{/22 I Commentary Z-yaar 10-year 2yr Treasury 12/20/22
2yr increased 8bps - 10yr increased 9bps. 12/16/22 . | 2230 | 2yr was flat - 10yr increased 12bps. 12/19/22 - 4.25%
500" 1 Slight rebound today - with no economic news - most 417% | 500 e most probable explanation for the 10yr's increase 4.25°

2yr Treasury |
12/16/22
4.17%

250 likely the market {again} is coming to terms and pricing in | 2Yr Treasury
the Fed's upcoming rate hikes - based on the Fed's 12/15/22
4.00  pecember SEP, there's anather 50-75bps on the way - 4.23%
and with the 3-month relatively flat today, the
3m/10yr inversion improved by
3.00 14bps (to-66bps).

2.50 today s the effects of quantitative tightening - as the
Fed's bond buying eases, so does demand, which

400 jncreases rates - over the last 9-months, the Fed has let

3.50 $3B0BN roll off the balance sheet - these decreases in
purchases are expected to increase

3.00 rates between

50-100bps.
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0.00 n — 0.00
iy N ~ o~ ~N N o o~ N g ~ ~ = ~ ~N ~n ~ ~ ~ I
& ~ 2 ~ & ~ & I & ~ & I 2 & & o N ~ & I
rf.’ :? = < 5 < & ? ;‘3 5’ :%’ D’D < g g < & 5 8 <
S = ~ S
& & s ¥ & & & ¢ & & & s & & & £ 4§
12/21/22 — Wednesday 12/22/22 - Thursday
10-year Treasury, 2-year Treasury, Fed Funds 10-year Treasury, 2-year Treasury, Fed Funds
e=—Treasury e==Treasury =Fed Funds Target 2yr Treasury =—=Treasury e===Treasury ===Fed Funds Target 2yr Treasury
Commantary 2-year 10-year 2yr Treasury 124/;;.;:2 Commantary 2-year 10-year [2yr Treasury] 12/22/22
2yr decreased 4bps - 10yr decreased 1bp. 12/20/22 [ %22 | 2yr increased 3bps - 10yr decreased 1bp. 12/21/22 - 4.24%
500 4.25% 5.00 2.21%

Q3 GDP 3rd estimate posted an increase today (to
4.50 3.2%, from 2.9%) - meaning the Fed will have more 2yr Treasury
work to do to address continued growth and demand 12/20/22 }
4.00  \yhich feeds inflation - although, with the Holidays 4.25%
3.50 upan us there was little change in rates - tomorrow's
Nov PCE numbers will further clarify
3.00 theinflation

Turns out an even more probable explanation of the 10yr's 1
450 12bpsincrease yesterday was Japan modifying the YCC | 2yr Treasury

range on it's 10yr, allowing it to increase or decrease by up| 12/19/22
4.00 {5 50bps from target (instead of the current 25bps) - as for| ~ 4.25%
350 today - uneventful - tomorrow we'll see the 3rd estimate

for Q3 GDP - Friday, we'll see Nov's
3.00 PCEnumbers;

picture,
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2.00 | 10yr Treasury 2.00 10yr Treasury
12/19/22 | 12/20/22
150 3.57% 1.50 3.69%
1.00 10yr Treasury | 10yr Treasury 1.00 10yr Treasury 10yr Treasury
0.50 12/20/22 | 12/21/22 0.50 12/21/22 12/22/22
3.69% 3.68% 3.68% 3.67%
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12/23/22 - Friday Table

5-Day
12/19/22 12/20/22 12/21/22 12{22/22 12/23(32
10-year Treasury, 2-year Treasury, Fed Funds Key Interest Rates Liojn pinin pnn vz Bz o,
=—Treasury ===Treasury =——Fed Funds Target 2yr Treasury Fed Funds Target Rate (FFTR) 4.50 4.50 4.50 4.50 4.50 m
Commentary 2-year 10-year 2yr Treasury 12/23{;622 h
2yr increased Thps - 10yr increased 8bps. 12/22/22 4.31 BSBY - Overnight 4.330 2.379 2382 4382 2331 |fh 0.054
00" November's PCE numbers were released today - at 4.7% 420% | B<BY - 1-month & 0047
4.50 -acontinuation of the steady decrease (Sept's 5.2%, 2yr Treasury
Oct's 5.0%) - although a number slightly higher than the | 12/21/22 R N
4.00  market's expectation for Nov {which was 4.6%) - this 4.21% SOFR - Overnight 4.300 4.300 4.300 4.300 4.300 0.000
1.50 translates into continued rate hikes to address inflation, * SOFR - 30-Day Average 3.878 3.894 3.911 3.928 3.944 ‘ 0.067
N which leads to an expectation of and
3.00 the pricingin of SOFR - Term Rate - 1-Month 4.321 4.321 4.323 4323 4323 |fp 0.002
higher rates.
® 25 US Treasury - 3-Month 4.37 4.35 4.33 435 434 | (0.03)
| 10yr Treasury
2.00 X
12/21/22 US Treasury - 2-Year 4.25 4.25 4.21 4.24 4.31 ‘ 0.06
150 | 3.68% US Treasury - 10-Year 3.57 3.69 3.68 3.67 375 |4 o0.as
1.00 10yr Treasury | 10yr Treasury US Treasury - 20-Year 3.82 3.94 3.93 3.91 3.99 ‘ 0.17
0.50 12/22/22 | 12/23/22 | —
0.00 3.67% | 375% YC Spread - 3-Month / 10-year Treasury (0.80) (0.66) (0.65) (0.68) (059) | 021
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Fed Unfiltered — Sign up for Email Notifications
e Fed Commentary, Pundit Free.

e A one-stop-shop for the interviews, speeches and essays of the 19 Fed officials.
e If you want to understand the direction of rates - read what Policymakers are saying, follow their forecasts




