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ANNOTATED GRAPHS - 2yr & 10yr Treasury, Fed Funds (Historical)

2-year & 10-year Treasury, Fed Funds Historical
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3.00 Commentary
In the 1994,/1995 soft landing, the Fed increased Fed Funds to 5.50% (11/15/94, with a FF/2yr spread of 160bps) and

2.00 then paused hikes for 6 months - over that time, the FF/2yr spread slowly inverted and remained inverted for the
Fed's next rate hike on 7/6/95 (to 5.75%) - this spread inversion continued until the Fed's second rate cut in early

1.00
1996 (to 5.25%) - the result was a soft landing and an expansion which lasted until 2001 - many factors contributed
to this expansion - but this is the Fed's modern day example of a monetary policy touchdown (or goal, or homerun).
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Commentary is a Best Guess
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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