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ANNOTATED GRAPHS - YC Spread (Recession Indicators)

2yr/10yr Spread, 3m/10yr Spread, 2yr/FF Spread
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’ “While economic forecasting is complex, one forecasting rule 12/30/22 12/30/22
has an excellent track record: when short-term interest rates _0.54% _0.09%

2.50  (3-month Treasury) rise above the level of long-term rates (10-
year Treasury), a recession almost invariably follows within
2.00 thenextyear or two. Indeed, prior to all 10 U.S. recessions
since 1955, the Treasury yield curve inverted.”
— SF Fed, Report, 5/9/22
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Commentary
(0.50) If the 3m/10yr spread maintains it's historical reliability, a national recession could begin |
sometime in the summer or fall of 2023 - the yield curve inversion began 10/25/22, peaked on <
(1.00) 12/15/22 (at -90bps) and with a recently static 3-month and an increasing 10-year is now at -54bps.
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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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e A one-stop-shop for the interviews, speeches and essays of the 19 Fed officials.
e |f you want to understand the direction of rates - read what Policymakers are saying, follow their forecasts.




