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a. All instruments are constant-maturity series. 
b. Est~mate 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. The TED spread is the 3-month Eurodollar rate minus the 3-month Treasury bill rate. 
SOURCE: Board of Governors of the Federal Reserve Svstem. 

TREASURY AND EURODOLWR DEPOSIT RATES 
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'I'tie yielcl cLil7.c. has tlztttenecl notice- 
ably since 1;ist month. i\lthoi1gl1 rates 
h:~ve Inllen at 2111 maturities. longer 
rates liave clroppecl more. tiglitening 
up spre:~cls. The 3-).e:kr. 3-month 
spreatl cleclinecl from 135 to 110 
lx~sis  points, ancl the important 10- 
year. 3-~iionth spreacl Sell e\.en fur- 
ther. from 166 to 135 l);~sis points. 

Longer-tel-nl capital n1:krIiet rates 
h;ive also 1ie:kcletl clo\\.n. \\.ith mort- 
gage.. utility. ancl 30-\e:u. ~ ' S ~ : I S L I I - ) .  

1)oncl rz~tes :dl k~lling ro i~gl l l~ .  30 
Iusis points ancl n:~rro\\.ing their 
spre:~cls zkgainst municipal honcls. 
O n e  possil>le esplanation for t l ~  

clecline i t1  long rates is recl~icecl in- 
flation expectations. but l 0n . e~  long- 
term real rates c o ~ ~ l d  also I,e ca~lsecl 
1,). clecre;~secl uncertainty ;kl>o~~t (II- 
ture econo~nic gro\\~th. 

In :iclclitio~~ to tern1 spre:icis. or clif 
krences in the yielcls on  Ix~ncls o f  
different ~naturities, investors ancl 
marliet analysts also watch risk 
spreads, or  differences I,etn.een 
1)oncls with different rislcs. One of 
the rnost closely \v;itcllecl rislc 
spreatls is I>et~veen Treascir!~ 21ncl 
Il~irodollar rates, known as the '['El) 
spread. f):krt o f  this measure's attl.;ic- 
ti\-eness is t h : ~  it reflects risk ancl (In- 

cert;~itlt!. ;iI>o~lt o\.erse;ks cleposits 
\vitlio~it the coti~plication of cx- 
change u t e  risli. A c:ks~lal glancc 
suggests th:it 'Tre:~sury ;lncl Eciroclol- 
lar rxes traclc each other closely, 11ut 
a more thoroiigl~ es;umination of the 
clata reveals an :~cti\.e spreacl. (Kotc. 
for instance. the large spilie around 
the onset oS the Gillf M r . )  7'he 7'EIl 
sl7reacl has I ~ e e n  \\.iclening in 1997. 
pcr1i:ips reflecting the international 
financial ~~ncert:~int!; caiisecl hy clis- 
putes over tlie intsocl~iction of the 
I;LISO or tlie transfer of I-tong Kong t o  
Chinese nile. 
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