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ANNOTATED GRAPHS — Sahm Rule and YC Spreads

2yr/10yr Spread, 3m/10yr Spread, 2yr/FF Spread
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Quick Overview FF/2yr Spread
3.00 “While economic forecasting is complex, one forecasting rule has an excellent track record: 2/6/23
: when short-term interest rates (3-month Treasury) rise above the level of long-term rates (10- -0.31%
250 year Treasury), a recession almost invariably follows within the next year or two. Indeed, prior
- toall |« 10 U.S. recessions since 1955, the Treasury yield curve inverted.”
— SF Fed, Report: Current Recession Risk According to the Yield Curve, 5/9/22
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Context / Perspective L
(050) Currently: 3m_n’10.yr has been inverted §ince 10/25/22 3m/10yr YC Spread i ’N
(4-months), peaking at -1.32%, averaging -0.75%.
(1.00) : 2/6/23
GFC: During the GFC (not shown), the 3m/10yr inverted Pandemic -1.08%
(1.50) for 10-months, peaked at -0.64% and averaged -0.32%.
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Quick Overview
s "Sahm Recession Indicator signals the start of a recession when the three-month Apr 2022
moving average of the national unemployment rate (U3) rises by 0.50 percentage points -0.13%
g or more relative to its low during the previous 12 months." - St. Louis Fed website.

7 Context / Perspective
0On 2/3/23, the Sahm Recession Indicator posted January's 0.07%. The 12-month low
& was-0.13% (posted both in Feb 2022 and in April 2022). An increase in to 0.37% over
the next few months would indicate the start of a recession.
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The Federal Reserve’s Interviews, Speeches and Research Reports
are Organized as a Resource for Planning & Forecasting.

Relevant Information for your Decision Making
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FedUnfiltered.com — Sign up for Email Notifications
e Relevant Information for your Decision Making.

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.




