Treasury Spread: 10 yr bond rate-3 month bill rate
Monthly Average (Percent)

December 2009
=3.54

1959

1961 -
1963 1

1989 1

1991 1

1993 1

1995 1

1997 1

1999 1

2001 -

2003

2005 1

2007 1

2009 1

1979 1

1981 1

1983 1

1985 1

1987 -

1965 1

1967 -

1969

1971 -

1973 1

1975
1977 1

Probability of US Recession Predicted by Treasury Spread*

1
0.9
0.8
0.7
0.6
0.5
0.4
0.3
0.2
0.1

0]

Twelve Months Ahead (month averages)

- December 2010
i = 0.06%
NN

LIS BN B BN B B S B B S R B R B U S S B R R B S R EE R S B B R B R I . EER B B B B SR B BN R BN B N R
O AN < T OO0 O AN <T OO O NS OOO N OO AN & © o
O O O O OP~NIPT~~NIP NI~ -0 000000 O O OO O)y Oy O O O O O
O O O)Y Oy O)Y O)Yy O)y O)Y O)Yy O) Oy OO O)yO) O)yO)y O)yO)YO)YO)y OO OO O
e v 4 v e v+ v e e v+ e e e v A A A A A 1 AN AN AN AN AN

* Parameters estimated using data from January 1959 to December 2007, recession probabilities predicted using data through December 2009.

Note: The shading on these charts does not reflect the 12/1/2008 announcement by the NBER that the last period of expanison
ended in December 2007.
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