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Lagging inflation readings appear to have peaked and commenced a slow descent. Real-time indicators
including layoffs, home prices, certain commodities markets, and strange, inefficient pockets of il-
liquidity (including in U.S. Treasurys)--all seem to indicate an economy that is cooling more rapidly than
the Fed might assume amidst their battle to quell inflation.

As the market has taken notice of signs of economic slowdown, benchmark interest rates have reacted
accordingly. The 10-year Treasury began October at 3.67%, climbed to 4.25% by October 24, then
dropped back down to 3.82% as of this writing. Presumably this means the market is underwriting a
slowing pace of Fed Funds Rate increases and has reached possible consensus on a peak terminal
Funds Rate of 5.0% to 5.25%.
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Not enough attention is being paid to the loom-
ing threat to market stability posed by the Fed-
eral government once again approaching the
debt limit. The latest national debt of $31.2
trillion compares to the current ceiling of $31.4 trillion. Markets appreciate the predictability of divided
government stalemates, but react very negatively to unpredictable standoffs that threaten the econ-
omy. The unfortunate intersection of the political and debt ceiling calendars should be watched closely.

Rance Gregory, CEO
Morrison Street Capital
rgregory@morrisontreetcapital.com

MORRISON STREET CAPITAL

©Morrison Street Research, November 2022. All Rights Reserved. Morrison Street Research is an affiliate of Morrison Street
Capital, LLC. Copying, selling or otherwise distributing copies and/or creating derivative works for commercial purposes is
strictly prohibited. Although significant efforts have been used in preparing this guide, Morrison Street Research makes no
representation or warranties with respect to the accuracy and completeness of the contents. Morrison Street Research does
not provide tax, legal, investment or accounting advice. This material has been prepared for informational purposes only, and
is not intended to provide, and should not be relied upon for, tax, legal, investment or accounting advice. You should consult
your own tax, legal, investment and accounting advisors before engaging in any transaction.

Morrison Street Capital | www.morrisontreetcapital.com
Morrison Street Research | www.morrisonstreetresearch.com
4949 Meadows Road, Suite 490 | Lake Oswego, OR 97035 | 503-952-0700



