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a. 3-month and 6-month instruments are quoted from the secondary market on a yield basis; all other instruments are constant-maturity series 
b. Estimate of the yield on a recently offered, A-rated utility bond with a maturity of 30 years and call protection of five years. 
c. Bond Buyer Index, general obligation, 20 years to maturity, mixed quality. 
d. 10-year Treasury constant maturity minus the secondary market 3-month yield. 
SOURCE: Board of Governors of the Federal Reserve System. 

The yielcl cul-ve has steepened 
slightly since I:~st month. It remains 
nearly linear-much 21s it loolied at 
this tilne last yezlr. Clearly, fears of 
an in\-ersion in January clicl not play 
out. Two closely rv:ltched sprerlcls 
-the 10-year, 3-month and the 3- 
year, 3-month-stand at 143 and 
100 basis points. ~ll,ove their historic 
averages of 125 ancl 85. Some ob- 
servers r~ttribute the rise in long r:ltes 
to  concerns ;~l?out inflation ;lnd a 
strong econonly (nllegedly I ~ a d  for 
bo~lcls), I I L I ~  mrmy achiise a wit-ancl- 
see  attitucie. 

Over the past month, other long 
rates-including mortgages, munici- 
1x11 bonds, and utility boncls-have 
eclged up in step with 30-year Treas- 
uries. 1 ~ 1 t  have fallen more recently. 
Spreacls between these long bonds 
have remaineel fairly steady, 1 ~ 1 t  
luve closecl slightly in recent weeks: 
The spreacl between mortgage ancl 
utility honcl sates clecreased from 14 
basis points to 6 between April 12 
ancl April 19. 

One way to juclge the "normalcy" 
of toclay's interest rates is to look at 
the clistribution of interest rates in 

the recent past. I\/Iost yields on  3- 
month and 10-year Treasury boncls 
fall between 2% ancl 9%, placing 
current yielcls of 5.10% ancl 6.53% 
squarely in the normal range. Even 
the levels seen i11 late 1774, \\,hen 
the 10-year late :~pproached 8%, clo 
not see111 out o f  the orclinary (in 
1981, rates exceeclecl 15%). The 
spreacl like\vise sho\\:s a lot of vari- 
ability. I t  commonly moves below 
zero ancl above two, making 
toclay's level see111 clownright 
pedestri:un. 
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