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lo 130-YEAR TREASURY YIELD AND FEDERAL FUNDS RATE 1 

a. Three-month and six-month instruments are quoted from the secondary market on a yield basis; other instruments are constant-maturity series. 
b. End-of-period quarterly averages of daily data. All observations are fourth-quarter data except 1996, which is for the second quarter. 
SOURCE: Board of Governors of the Federal Reserve System. 

The yielcl cur\.e lias Ilattenecl sliglltly 
in the past month. \\.it11 shot-1 I-:ltes 
rising ancl long sates uncl1:inged. 
'I'he r:lte on 3-nlontll Tre:ls~~ry bills 
movecl up se\-en I~asis points to 
5.3W1. Ixi t  .%-year I)ontls slion-eel 110 
change. !'lie closel!- \\-:~tchecl 3-ycxr. 
3-month spre:icl st:~ncls at 1 14 Ixlsis 
pc~ints. \\-ell al,o\-e the historical a\,- 
emge of SO. ancl the 1>op~11:tr 1 O-).e;~r, 
3-month spreacl st:~ncls x t  155. :llso 
:lhove its mean of 120. As a ro~igh 
inclicator of fut~lrc economic gro\\.th, 
the relati\.cl). stc'ep ).ielcl cur\-e is 

consistent n.ith al~ove-avemge :icti~.- 
ity over the nest four cl~iartel-s. 

Althoc~gli the yield cur\;e h:ls 
stccl'enecl since 1995, it  may still 
1001.: flat in relation to the extreme 
\.slues re:~checl earlier this clecatle, as 
tlie cl1:u.t comparing 30-year Tre:ls- 
L I S ~  yielcls ancl tlie federal funcis r:ltc 
(litel.;llIy the long ancl the short o f  i t )  
shonx. It's \vorth noting that in con- 
trast to 11iucli o f  the decacle. \\,hen 
the federal fi~ncls rate was positi\,ely 
associatecl with thc long rate. in 1996 
the rates have clivergecl. 

1.' , c \in# the >.ieicl cLlIve is funcla- 
mentally :I three-cli~iiensio~~l pro1~- 
lem. I,eca~~se the cur-ve 110th t\\;ists 
ancl shifis up ancl do\vn over tirne. A 
3-1) pesspective inclicates that the big 
rise in I994 \\-as not a parallel shift. 
I t  also shon-s ho\v the high 1x1~ in- 
vertecl ctil-\-e of 1981 first steepc11ccl 
in 1982 ancl then clropped do\vn- 
\varcl. On tile other 2i:~nd. it allows  is 

to see hen- in\,ersions occurrecl as :t 

res~ilt of short ntes rising, not long 
rates fillling. 
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