Kudlow's Guest Commentary

Can Monetary Policy Make the Difference?

By Thomas E. Nugent*

October 25, 2001       
     
Kudlow & Co., LLC (212) 644-8610 
Background

Here we are, nine months into a dramatic Fed easing and still the economy is sinking rapidly. To be sure, the events of September 11th aggravated economic weakness, but we were heading into a recession even before the terrorist attack. Unfortunately, from an economic perspective, we won’t be able to dissect economic statistics to distinguish between a normal business cycle event and the terrorist induced response. From a financial market perspective, the biggest distortion of all was the emergency role that the Fed had to play immediately after the attack. The Fed had to assume the role of “lender of last resort” and provide enormous liquidity to the financial system to avoid a financial panic. Once the crisis appeared to be manageable, the demand for credit eased and the Fed accommodated the system by withdrawing liquidity. One measure of this temporary change in roles was the growth in the monetary base during this period.  The monetary base is that measure of the money supply that the Federal Reserve directly controls. Exhibit #1 tracks changes in the monetary base. Well before the terrorist attack, the Fed was providing increased liquidity to cushion a weakening economy. After the attack, the spurt in the base attests to the fact that the Fed helped avoid a financial panic.

Exhibit #1
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*Thomas E. Nugent is Chief Investment Officer for PlanMember Financial Corporation in California.

​How Does the Fed Affect the Economy?

If we rule out the periodic “lender of last resort” role that the Fed plays during times of crisis, the Fed’s normal role is to maintain the value of the currency. This role is critical because the Fed is responsible for keeping inflation at or near zero, thereby encouraging the use of money as a medium of exchange and a store of value. The way in which the Fed accomplishes this goal is to conduct monetary policy based on a price rule. By conducting monetary policy through the analysis of price changes, the Fed can actually maintain the purchasing power of the currency, essentially keeping inflation at zero.

As we pointed out in our previous analysis of monetary policy in a paper entitled: “Is the Fed Still Too Tight?” we made the case that the Fed doesn’t always follow the price rule. Sometimes the Fed likes to tinker with the economy by changing monetary policy to either encourage or discourage economic activity. Often times this switch in policy can be detrimental to the Fed’s most important responsibility -- controlling inflation by maintaining the value of the currency.

Implementing a price rule can be difficult because there are many different measures of prices in the economy. For the Fed as well as for prudent investors, diversification is the key. Historically, economists seeking price stability have anointed gold as the one element that could serve as the basis for a price rule. Unfortunately there can be broad swings in the price of gold due to changing commercial supply and demand relationships not to mention the flight to gold that has historically occurred during times of panic. Therefore the Fed has adopted a few different baskets of what we would call price measures to help guide the conduct of monetary policy. One specific commodity basket that we have used for many years to assess the Fed’s commitment to the price rule is the Dow Jones Spot Commodity Index. By comparing movements in this index to changes in the Fed funds rate, it may be possible to gain confidence in the Fed’s commitment to price stability.

Tracking the Price Rule 

In July of 2001, we concluded that the Fed had deviated from the price rule in 1999 and 2000. The reason for our conclusion was an analysis of the relationship between the Dow Jones Spot Index and the Fed funds rate (Exhibit #2). In this exhibit, there is a band defined as the space between 119 and 128 on the commodity index. Our interpretation is that, when the spot commodity index is within this range, the Fed maintains the Fed funds rate. However once the spot commodity index goes above the band, a signal that inflation is returning and a tighter monetary policy, i.e., a higher Fed funds rate is called for. Similarly when the spot commodity index falls below the lower band, an easier policy is appropriate. 

Exhibit #2

The Dow Jones Spot Commodity Index vs. the Fed Funds Rate
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When commodity prices rose in the mid-90s, the Fed reacted accordingly and increased the Fed funds rate. They didn’t begin to lower rates until late 1998, probably responding to the Asian contagion and the LTCM crisis. Subsequently the Fed decided to abandon the price rule and raise interest rates in 1999 and 2000 even though the spot commodity index remained well under control if not in a price range where an easier, not tighter policy was called for.
Current Interpretation: More Fed Ease

The dramatic easing in Fed policy in 2001 has not stopped the fall in commodity prices. The Dow Jones Spot Index continues to fall, reaching a low point of 95.7 on October 17th. The Fed has taken the Fed funds rate to 2½%, and yet still no response in the marketplace. Ex-secretary of the Treasury, Robert Rubin has recently commented that the Fed can’t do more -- they can’t lower the Fed funds rate below the 2½% level. Milton Friedman, in a recent letter to the editor of the Wall Street Journal has also suggested that the reliquification of the economy through monetary policy is sufficient to facilitate a turnaround. 

No matter what the naysayers may think, the Fed must continue to ease policy -- even if it has to take the Fed funds rate below 2%. They must see viable signs that the economy is recovering -- in this case through a rebound in the Dow Jones Spot Commodity index. To the extent that a perception exists that the Fed is providing too much liquidity, just look around -- prices are collapsing everywhere. If the economy turns, the Fed has the power to reverse course.

Recalling how we battled inflation in the Seventies and Eighties, a battle we won through a combination of tight money to control the fall in the value of the currency and tax rate reductions to promote growth, we are now confronted with a different problem: deflation. Monetary policy alone cannot make the difference, although the Fed has done an admirable job of trying, and still has more work to do. As Ronald Reagan so adeptly used a mix of tight money and lower tax-rates to trigger the bull market of the Eighties, President Bush and the Congress must enact similar tax rate cuts along with further reductions in the Fed funds rate. The shape and magnitude of the pending fiscal package will be the most important economic decision of the Bush presidency.
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		Dow Jones Spot Commodity Index vs. Fed Funds Rate

		(through 6/6/00)

		Dow Jones Spot Commodity Index:  monthly, period average, eop most recent period (Haver, daily in WSJ);

		Fed Funds Rate (effective):  monthly, period average, eop most recent period (Haver, daily in WSJ)
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		1987		8701		115.41		6.43%		128		119

				8702		115.01		6.10%		128		119
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				8804		131.89		6.87%		128		119
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				8902		137.25		9.36%		128		119

				8903		135.35		9.85%		128		119

				8904		135.37		9.84%		128		119

				8905		136.52		9.81%		128		119

				8906		132.03		9.53%		128		119

				8907		132.90		9.24%		128		119

				8908		128.48		8.99%		128		119

				8909		129.80		9.02%		128		119

				8910		129.42		8.84%		128		119

				8911		129.84		8.55%		128		119

				8912		129.80		8.45%		128		119

		1990		9001		127.44		8.23%		128		119

				9002		127.53		8.24%		128		119

				9003		130.16		8.28%		128		119

				9004		131.90		8.26%		128		119

				9005		133.73		8.18%		128		119

				9006		133.80		8.29%		128		119

				9007		132.67		8.15%		128		119

				9008		132.25		8.13%		128		119

				9009		130.12		8.20%		128		119

				9010		128.67		8.11%		128		119

				9011		125.03		7.81%		128		119

				9012		123.02		7.31%		128		119

		1991		9101		124.97		6.91%		128		119

				9102		122.00		6.25%		128		119

				9103		124.87		6.12%		128		119

				9104		123.82		5.91%		128		119

				9105		127.05		5.78%		128		119

				9106		128.58		5.90%		128		119

				9107		127.65		5.82%		128		119

				9108		120.84		5.66%		128		119

				9109		116.92		5.45%		128		119

				9110		116.20		5.21%		128		119

				9111		114.08		4.81%		128		119

				9112		115.51		4.43%		128		119

		1992		9201		109.79		4.03%		128		119

				9202		117.36		4.06%		128		119

				9203		118.45		3.98%		128		119

				9204		117.00		3.73%		128		119

				9205		116.37		3.82%		128		119

				9206		117.31		3.76%		128		119

				9207		119.03		3.25%		128		119

				9208		116.87		3.30%		128		119

				9209		117.93		3.22%		128		119

				9210		115.69		3.10%		128		119

				9211		113.93		3.09%		128		119

				9212		120.22		2.92%		128		119

		1993		9301		121.29		3.02%		128		119

				9302		121.67		3.03%		128		119

				9303		125.02		3.07%		128		119

				9304		125.58		2.96%		128		119

				9305		120.99		3.00%		128		119

				9306		121.74		3.04%		128		119

				9307		120.74		3.06%		128		119

				9308		124.88		3.03%		128		119

				9309		123.52		3.09%		128		119

				9310		118.72		2.99%		128		119

				9311		120.39		3.02%		128		119

				9312		122.14		2.96%		128		119

		1994		9401		127.60		3.05%		128		119

				9402		129.73		3.25%		128		119

				9403		131.49		3.34%		128		119

				9404		132.40		3.56%		128		119

				9405		133.24		4.01%		128		119

				9406		140.19		4.25%		128		119

				9407		142.87		4.26%		128		119

				9408		145.29		4.47%		128		119

				9409		148.83		4.73%		128		119

				9410		146.67		4.76%		128		119

				9411		144.63		5.29%		128		119

				9412		144.53		5.45%		128		119

		1995		9501		145.90		5.53%		128		119

				9502		146.01		5.92%		128		119

				9503		150.13		5.98%		128		119

				9504		149.36		6.05%		128		119

				9505		152.30		6.01%		128		119

				9506		149.75		6.00%		128		119

				9507		152.59		5.85%		128		119

				9508		150.47		5.74%		128		119

				9509		151.97		5.80%		128		119

				9510		147.57		5.76%		128		119

				9511		145.82		5.80%		128		119

				9512		142.99		5.60%		128		119

		1996		9601		147.23		5.56%		128		119

				9602		146.51		5.22%		128		119

				9603		148.00		5.31%		128		119

				9604		150.93		5.22%		128		119

				9605		152.63		5.24%		128		119

				9606		148.73		5.27%		128		119

				9607		148.77		5.40%		128		119

				9608		151.51		5.22%		128		119

				9609		143.60		5.30%		128		119

				9610		137.84		5.24%		128		119

				9611		141.55		5.31%		128		119

				9612		138.65		5.29%		128		119

		1997		9701		140.39		5.25%		128		119

				9702		150.22		5.19%		128		119

				9703		151.36		5.39%		128		119

				9704		156.90		5.51%		128		119

				9705		165.08		5.50%		128		119

				9706		151.55		5.56%		128		119

				9707		148.71		5.52%		128		119

				9708		147.69		5.54%		128		119

				9709		139.61		5.54%		128		119

				9710		134.91		5.50%		128		119

				9711		135.03		5.52%		128		119

				9712		130.34		5.50%		128		119

		1998		9801		137.02		5.56%		128		119

				9802		130.00		5.51%		128		119

				9803		128.60		5.49%		128		119

				9804		128.30		5.45%		128		119

				9805		124.44		5.49%		128		119

				9806		124.51		5.56%		128		119

				9807		125.46		5.54%		128		119

				9808		118.48		5.55%		128		119

				9809		117.40		5.51%		128		119

				9810		113.79		5.07%		128		119

				9811		114.27		4.83%		128		119

				9812		110.99		4.68%		128		119

		1999		9901		112.69		4.63%		128		119

				9902		111.29		4.76%		128		119

				9903		114.39		4.81%		128		119

				9904		118.50		4.74%		128		119

				9905		121.36		4.74%		128		119

				9906		121.83		4.76%		128		119

				9907		121.76		4.99%		128		119

				9908		112.92		5.07%		128		119

				9909		113.73		5.22%		128		119

				9910		112.86		5.20%		128		119

				9911		117.98		5.42%		128		119

				9912		115.82		5.30%		128		119

		2000		0001		117.87		5.46%		128		119

				0002		116.63		5.73%		128		119

				0003		120.40		5.85%		128		119

				0004		118.27		6.02%		128		119

				0005		117.75		6.27%		128		119

				0006		113.49		6.53%		128		119

				0007		112.89		6.54%		128		119

				0008		111.28		6.50%		128		119

				0009		115.41		6.52%		128		119

				0010		110.21		6.51%		128		119

				0011		113.64		6.51%		128		119

				0012		111.80		6.40%		128		119

		2001		0001		110.70		5.98%		128		119

				0002		110.17		5.49%		128		119

				0003		106.05		5.31%		128		119

				0004		111.36		0.048		128		119

				0005		112.80		0.0421		128		119

				0006		107.18		0.0397		128		119

				0007		106.96		0.0377		128		119

				0008		106.25		0.0365		128		119

				0009		99.57		0.0307		128		119

				0010		95.71		0.0244		128		119

				0011						128		119

				0012						128		119

		2002
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DJ Commodity Index

Fed Funds Rate

Upper Band

Lower Band

Fed Funds Rate

DJ Spot Commodity Index
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M1 vs. Monetary Base

		

		See "M1 vs. Monetary Base and Excess Base.xls"  (Graphs Tab)



Alternate Titles:
-Price Rule

Explanation: In the early 1980s, the Federal Reserve committed to a monetary policy that was based on producing zero inflation. The Fed, under Paul Volcker, committed to this goal and began to conduct monetary policy on a "price rule." The methodology committed the Fed to monitor prices to influence the conduct of monetary policy. To provide a benchmark for the implementation of this "price rule," we selected the most available index of price behavior: the Dow Jones Spot Commodity Index. This benchmark is available everyday on the front page of  the Wall Street Journal. A theoretical band, between 119 and 128 on this index was indentified as the range in which prices could fluctuate without incurring Fed intervention. If prices went above the top side of the band, the Fed would tighten by raising the Fed funds rate. If prices fell below the lower end of the band, the Fed would ease. Otherwise a neutral monetary policy would be adopted.

Interpretation: A surge in the Fed funds rate in 1994 was the Fed's response to a rapid increase in commodity prices. Since 1998 when the spot index fell back (128) into and then below the lower band, monetary policy has been quite stable. The recent tightening of monetary policy to reduce inflationary expectations is not consistent with the continued positive inflationary signals as evidenced by the current level of the Dow Jones Spot Commodity Index relative to the the target price level bands.
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TIPS Inflation vs. CPI

		Title?

		(through May-00)

		10-yr Treasury Yields:  monthly, period average (Haver-not available prior to Jan-97)

		Consumer Price Index:  monthly, period average, most recent period estimated if necessary (Haver)

		Updated 6/6/00

				10-Year Treasury Note:		10-Year Treasury Note:		Implicit		CPI		yr/yr CPI

				Yield		Inflation-Adjusted Yield		Inflation		Index		inflation

				"f10j97"		"f10j97i"				"pcu"

		Jan-96		n/a		n/a		n/a		154.7		n/a

		Feb-96		n/a		n/a		n/a		155.1		n/a

		Mar-96		n/a		n/a		n/a		155.7		n/a

		Apr-96		n/a		n/a		n/a		156.2		n/a

		May-96		n/a		n/a		n/a		156.6		n/a

		Jun-96		n/a		n/a		n/a		156.8		n/a

		Jul-96		n/a		n/a		n/a		157.2		n/a

		Aug-96		n/a		n/a		n/a		157.3		n/a

		Sep-96		n/a		n/a		n/a		157.8		n/a

		Oct-96		n/a		n/a		n/a		158.3		n/a

		Nov-96		n/a		n/a		n/a		158.7		n/a

		Dec-96		n/a		n/a		n/a		159.1		n/a

		Jan-97		6.39%		3.36%		3.03%		159.4		3.04%

		Feb-97		6.39%		3.28%		3.11%		159.8		3.03%

		Mar-97		6.68%		3.44%		3.24%		160.0		2.76%

		Apr-97		6.87%		3.62%		3.25%		160.1		2.50%

		May-97		6.68%		3.58%		3.10%		160.1		2.23%

		Jun-97		6.50%		3.59%		2.91%		160.4		2.30%

		Jul-97		6.24%		3.64%		2.60%		160.6		2.16%

		Aug-97		6.34%		3.57%		2.77%		160.8		2.23%

		Sep-97		6.25%		3.58%		2.67%		161.3		2.22%

		Oct-97		6.08%		3.57%		2.51%		161.6		2.08%

		Nov-97		5.92%		3.54%		2.38%		161.7		1.89%

		Dec-97		5.85%		3.60%		2.25%		161.8		1.70%

		Jan-98		5.57%		3.69%		1.88%		162.0		1.63%

		Feb-98		5.63%		3.67%		1.96%		162.1		1.44%

		Mar-98		5.73%		3.73%		2.00%		162.2		1.37%

		Apr-98		5.70%		3.79%		1.91%		162.5		1.50%

		May-98		5.73%		3.79%		1.94%		162.8		1.69%

		Jun-98		5.59%		3.75%		1.84%		163.0		1.62%

		Jul-98		5.55%		3.80%		1.75%		163.3		1.68%

		Aug-98		5.40%		3.84%		1.56%		163.5		1.68%

		Sep-98		4.84%		3.69%		1.15%		163.6		1.43%

		Oct-98		4.58%		3.62%		0.96%		163.9		1.42%

		Nov-98		4.88%		3.77%		1.11%		164.2		1.55%

		Dec-98		4.73%		3.81%		0.92%		164.4		1.61%

		Jan-99		4.85%		3.83%		1.02%		164.7		1.67%

		Feb-99		5.14%		3.81%		1.33%		164.8		1.67%

		Mar-99		5.38%		3.93%		1.45%		165.1		1.79%

		Apr-99		5.28%		3.91%		1.37%		166.2		2.28%

		May-99		5.63%		3.85%		1.78%		166.2		2.09%

		Jun-99		6.03%		3.93%		2.10%		166.2		1.96%

		Jul-99		5.91%		4.00%		1.91%		166.7		2.08%

		Aug-99		6.13%		4.03%		2.10%		167.2		2.26%

		Sep-99		6.11%		4.07%		2.04%		167.8		2.57%

		Oct-99		6.31%		4.13%		2.18%		168.1		2.56%

		Nov-99		6.15%		4.11%		2.04%		168.4		2.56%

		Dec-99		6.35%		4.25%		2.10%		168.8		2.68%

		Jan-00		6.69%		4.37%		2.32%		169.1		2.67%

		Feb-00		6.70%		4.30%		2.40%		170.0		3.16%

		Mar-00		6.49%		4.18%		2.31%		171.2		3.69%

		Apr-00		6.25%		4.00%		2.25%		171.2		3.01%

		May-00		6.67%		4.18%		2.49%		171.2		3.01%

		Jun-00

		Jul-00



Alternate Titles:
-



TIPS Inflation vs. CPI
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10-yr Yield

10-yr Inflation-Indexed Yield

Implicit Inflation
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Gold vs. Dollar
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Implicit Inflation

yr/yr CPI Inflation
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Excess Base vs. CPI

		Foreign Exchange Value of the Dollar ("Major Currencies" Index) vs.

		Price of Gold

		(through 6/6/00)

		"Major Currencies" Index:  monthly, period average, most recent period averaged by the Fed (Board of Governors of the Fed web site for monthly and daily)

		Price of Gold:  London PM Fix, monthly, period average, most recent period eop (Haver, daily in WSJ)

		Updated:  6/6/00

						Fed Nominal				Price of

						"Major Currencies"				Gold

						Index		12/79=100		"pzgol"

				Dec-79		95.43		100.00		$451.48

		1980		Jan-80		94.60		99.13		$676.44

				Feb-80		95.40		99.97		$667.75

				Mar-80		98.44		103.15		$557.56

				Apr-80		99.32		104.08		$510.23

				May-80		94.92		99.47		$511.76

				Jun-80		92.62		97.06		$587.81

				Jul-80		92.50		96.93		$645.35

				Aug-80		93.69		98.18		$622.09

				Sep-80		92.67		97.11		$671.25

				Oct-80		92.93		97.38		$657.73

				Nov-80		95.11		99.66		$619.94

				Dec-80		96.01		100.61		$596.85

		1981		Jan-81		95.40		99.97		$562.00

				Feb-81		98.36		103.07		$502.37

				Mar-81		98.66		103.38		$500.30

				Apr-81		100.66		105.48		$490.25

				May-81		103.80		108.77		$477.06

				Jun-81		105.86		110.93		$457.70

				Jul-81		108.34		113.53		$403.69

				Aug-81		109.97		115.24		$405.50

				Sep-81		106.98		112.10		$442.05

				Oct-81		106.36		111.45		$437.74

				Nov-81		104.17		109.16		$411.19

				Dec-81		104.08		109.06		$405.12

		1982		Jan-82		105.76		110.82		$387.06

				Feb-82		109.02		114.24		$373.48

				Mar-82		110.85		116.16		$333.70

				Apr-82		112.14		117.51		$348.44

				May-82		110.12		115.39		$334.98

				Jun-82		115.55		121.08		$315.10

				Jul-82		116.83		122.42		$340.62

				Aug-82		117.12		122.73		$368.90

				Sep-82		118.01		123.66		$443.06

				Oct-82		119.91		125.65		$423.06

				Nov-82		119.72		125.45		$417.95

				Dec-82		115.49		121.02		$448.72

		1983		Jan-83		113.60		119.04		$476.94

				Feb-83		114.98		120.49		$500.12

				Mar-83		116.10		121.66		$420.00

				Apr-83		116.65		122.24		$433.62

				May-83		116.25		121.82		$438.46

				Jun-83		118.39		124.06		$409.73

				Jul-83		119.17		124.88		$422.25

				Aug-83		121.06		126.86		$418.39

				Sep-83		120.76		126.54		$412.40

				Oct-83		118.61		124.29		$396.94

				Nov-83		120.22		125.98		$382.25

				Dec-83		121.65		127.48		$388.10

		1984		Jan-84		122.56		128.43		$372.17

				Feb-84		120.96		126.75		$387.56

				Mar-84		118.84		124.53		$395.61

				Apr-84		120.05		125.80		$381.60

				May-84		122.87		128.75		$377.27

				Jun-84		123.76		129.69		$377.21

				Jul-84		127.90		134.03		$348.10

				Aug-84		127.64		133.75		$347.94

				Sep-84		130.78		137.04		$340.81

				Oct-84		131.87		138.19		$340.25

				Nov-84		130.18		136.41		$343.01

				Dec-84		132.77		139.13		$322.58

		1985		Jan-85		135.41		141.89		$303.49

				Feb-85		139.87		146.57		$298.23

				Mar-85		140.35		147.07		$304.21

				Apr-85		135.36		141.84		$324.07

				May-85		135.65		142.15		$316.54

				Jun-85		134.14		140.56		$317.48

				Jul-85		129.55		135.75		$318.12

				Aug-85		127.60		133.71		$329.11

				Sep-85		128.68		134.84		$323.84

				Oct-85		121.90		127.74		$325.93

				Nov-85		119.64		125.37		$325.83

				Dec-85		118.83		124.52		$320.25

		1986		Jan-86		117.60		123.23		$345.12

				Feb-86		113.09		118.51		$341.01

				Mar-86		110.73		116.03		$345.74

				Apr-86		109.68		114.93		$340.16

				May-86		107.03		112.16		$341.08

				Jun-86		107.74		112.90		$342.16

				Jul-86		104.78		109.80		$348.74

				Aug-86		102.92		107.85		$374.50

				Sep-86		102.80		107.72		$415.59

				Oct-86		102.83		107.75		$425.15

				Nov-86		104.46		109.46		$397.19

				Dec-86		103.50		108.46		$389.47

		1987		Jan-87		99.39		104.15		$409.49

				Feb-87		97.89		102.58		$400.85

				Mar-87		96.97		101.61		$409.15

				Apr-87		94.54		99.07		$440.85

				May-87		93.93		98.43		$460.14

				Jun-87		95.42		99.99		$449.58

				Jul-87		96.95		101.59		$450.01

				Aug-87		96.52		101.14		$462.53

				Sep-87		94.51		99.04		$458.09

				Oct-87		94.16		98.67		$463.87

				Nov-87		90.40		94.73		$465.53

				Dec-87		87.60		91.80		$486.66

		1988		Jan-88		87.48		91.67		$475.69

				Feb-88		88.37		92.60		$445.48

				Mar-88		86.96		91.12		$442.13

				Apr-88		85.91		90.02		$452.08

				May-88		86.23		90.36		$452.00

				Jun-88		87.72		91.92		$451.60

				Jul-88		90.40		94.73		$434.69

				Aug-88		91.60		95.99		$430.31

				Sep-88		91.64		96.03		$414.00

				Oct-88		88.96		93.22		$406.21

				Nov-88		86.56		90.71		$418.95

				Dec-88		86.21		90.34		$420.38

		1989		Jan-89		88.24		92.47		$404.13

				Feb-89		88.63		92.87		$386.40

				Mar-89		89.93		94.24		$392.31

				Apr-89		90.25		94.57		$385.38

				May-89		93.11		97.57		$370.93

				Jun-89		95.35		99.92		$366.61

				Jul-89		92.68		97.12		$374.49

				Aug-89		93.26		97.73		$365.44

				Sep-89		94.59		99.12		$361.45

				Oct-89		92.64		97.08		$367.39

				Nov-89		92.33		96.75		$395.28

				Dec-89		90.76		95.11		$410.55

		1990		Jan-90		90.17		94.49		$408.32

				Feb-90		90.29		94.61		$416.65

				Mar-90		92.09		96.50		$392.56

				Apr-90		92.14		96.55		$375.25

				May-90		90.87		95.22		$370.14

				Jun-90		90.88		95.23		$352.96

				Jul-90		88.47		92.71		$363.64

				Aug-90		86.29		90.42		$399.20

				Sep-90		85.05		89.12		$387.41

				Oct-90		82.50		86.45		$379.00

				Nov-90		81.90		85.82		$381.64

				Dec-90		83.20		87.18		$375.70

		1991		Jan-91		83.12		87.10		$386.50

				Feb-91		81.91		85.83		$363.31

				Mar-91		86.14		90.27		$362.46

				Apr-91		87.69		91.89		$359.19

				May-91		88.27		92.50		$356.51

				Jun-91		89.95		94.26		$366.81

				Jul-91		89.74		94.04		$366.75

				Aug-91		88.62		92.86		$355.35

				Sep-91		86.93		91.09		$349.28

				Oct-91		86.02		90.14		$357.77

				Nov-91		84.57		88.62		$360.14

				Dec-91		83.46		87.46		$362.78

		1992		Jan-92		83.52		87.52		$354.35

				Feb-92		85.25		89.33		$353.83

				Mar-92		87.43		91.62		$343.76

				Apr-92		87.14		91.31		$338.20

				May-92		86.11		90.23		$337.34

				Jun-92		84.21		88.24		$341.27

				Jul-92		82.30		86.24		$353.15

				Aug-92		81.56		85.47		$344.59

				Sep-92		82.10		86.03		$345.28

				Oct-92		83.94		87.96		$343.95

				Nov-92		87.42		91.61		$334.39

				Dec-92		87.66		91.86		$333.98

		1993		Jan-93		88.91		93.17		$329.43

				Feb-93		88.73		92.98		$329.19

				Mar-93		87.68		91.88		$330.28

				Apr-93		85.61		89.71		$341.60

				May-93		85.28		89.36		$364.20

				Jun-93		85.73		89.84		$372.42

				Jul-93		87.09		91.26		$392.14

				Aug-93		86.64		90.79		$380.18

				Sep-93		86.19		90.32		$352.25

				Oct-93		87.07		91.24		$362.26

				Nov-93		88.11		92.33		$372.50

				Dec-93		88.77		93.02		$383.80

		1994		Jan-94		89.13		93.40		$388.53

				Feb-94		88.18		92.40		$381.65

				Mar-94		87.68		91.88		$384.09

				Apr-94		87.65		91.85		$377.54

				May-94		86.92		91.08		$382.68

				Jun-94		86.12		90.24		$385.29

				Jul-94		84.11		88.14		$386.11

				Aug-94		84.41		88.45		$380.58

				Sep-94		83.24		87.23		$391.73

				Oct-94		82.41		86.36		$389.76

				Nov-94		83.03		87.01		$384.57

				Dec-94		84.69		88.75		$378.92

		1995		Jan-95		84.36		88.40		$378.20

				Feb-95		83.47		87.47		$376.39

				Mar-95		80.41		84.26		$382.83

				Apr-95		77.68		81.40		$391.08

				May-95		78.19		81.93		$385.65

				Jun-95		78.13		81.87		$387.84

				Jul-95		78.26		82.01		$386.45

				Aug-95		80.82		84.69		$384.45

				Sep-95		82.32		86.26		$382.79

				Oct-95		81.52		85.42		$383.17

				Nov-95		81.89		85.81		$386.46

				Dec-95		82.59		86.55		$387.82

		1996		Jan-96		83.78		87.79		$398.30

				Feb-96		83.97		87.99		$404.30

				Mar-96		83.89		87.91		$396.21

				Apr-96		84.40		88.44		$393.44

				May-96		84.80		88.86		$391.85

				Jun-96		85.08		89.15		$386.14

				Jul-96		84.71		88.77		$383.80

				Aug-96		84.19		88.22		$388.00

				Sep-96		84.88		88.94		$383.86

				Oct-96		85.21		89.29		$381.11

				Nov-96		84.42		88.46		$378.23

				Dec-96		85.91		90.02		$368.42

		1997		Jan-97		87.48		91.67		$356.20

				Feb-97		90.06		94.37		$345.68

				Mar-97		90.80		95.15		$351.81

				Apr-97		91.94		96.34		$344.59

				May-97		90.30		94.62		$344.50

				Jun-97		89.76		94.06		$341.95

				Jul-97		90.78		95.13		$325.81

				Aug-97		92.65		97.09		$324.05

				Sep-97		92.29		96.71		$323.62

				Oct-97		91.72		96.11		$323.31

				Nov-97		92.38		96.80		$308.20

				Dec-97		94.58		99.11		$289.31

		1998		Jan-98		95.74		100.32		$287.40

				Feb-98		94.78		99.32		$297.14

				Mar-98		95.21		99.77		$297.30

				Apr-98		95.73		100.31		$308.66

				May-98		96.12		100.72		$300.20

				Jun-98		97.85		102.54		$293.36

				Jul-98		98.47		103.19		$293.15

				Aug-98		100.03		104.82		$284.55

				Sep-98		96.08		100.68		$287.99

				Oct-98		92.74		97.18		$294.65

				Nov-98		93.53		98.01		$292.78

				Dec-98		92.73		97.17		$291.09

		1999		Jan-99		91.77		96.16		$287.45

				Feb-99		93.18		97.64		$286.89

				Mar-99		95.11		99.66		$285.58

				Apr-99		95.22		99.78		$281.84

				May-99		95.25		99.81		$277.88

				Jun-99		96.07		100.67		$261.95

				Jul-99		96.31		100.92		$254.91

				Aug-99		94.31		98.83		$256.07

				Sep-99		92.92		97.37		$268.18

				Oct-99		91.94		96.34		$312.91

				Nov-99		92.87		97.32		$292.87

				Dec-99		93.23		97.69		$280.42

		2000		Jan-00		93.14		97.60		$284.39

				Feb-00		95.31		99.87		$295.88

				Mar-00		95.64		100.22		$286.08

				Apr-00		96.31		100.92		$279.99

				May-00		99.31		104.07		$274.99

				Jun-00		98.05		102.75		$288.40

				Jul-00

				Aug-00

				Sep-00

				Oct-00

				Nov-00

				Dec-00

				Jan-01

				Feb-01



Explanation:

10-yr Yield

10-yr Inflation-Indexed Yield

Implicit Inflation
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Excess Base vs. CPI
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Exchange Value of the Dollar

Price of Gold

foreign currency / dollar

$ / troy oz.
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Excess Base vs. 10-yr Bond

		

		See "M1 vs. Monetary Base and Excess Base.xls"  (Excess Base vs. Inflation Tab)



Alternate Titles:
-

Explanation: Inflation is a major concern because it undermines the ability of the economy to function optimally. This concern has led to the development of leading indicators that can be expected to give some indication of pending inflation. Two such indicators are the price of gold and the exchange value of the dollar. Historically the price of gold has been a refuge of the cautious when economic turmoil was imminent and the value of currencies suspect. Gold coins have been a highly desireable means of storing wealth. When investors fear inflation, the price of gold tends to rise. The strength or weakness of the dollar should also be a good leading indicator of inflation. If the Fed prints too much money then the dollar will weaken as there are too many dollars relative to the demand. When dollars are scarce, it will rise in value. 

Interpretation: The general trends in both the value of gold and the exchange rate of the dollar do not indicate impending inflation. The dollar has been in a general uptrend since 1995 interrupted by a surge in the dollar in 1998 as a result of the Asian contagion and the rush into the dollar. A spike in the price of gold in late 1999 has been arrested and gold is down below $280 per ounce.



3-mo, 10-yr Yields

		

		See "M1 vs. Monetary Base and Excess Base.xls"  (Excess Base vs. 10-yr Bond Tab)





Inf, IR and Real Rates

		3-month and 10-year Treasury Bond Yields

		(through 6/7/00)

		Bond Yields:  monthly, period average, most recent period eop (Haver, daily in WSJ)

						3-month Treasury Bills		10-year Treasury Notes

						"ftbs3"		"ftb10y"

		1980		Jan-80		12.00%		10.80%

				Feb-80		12.86%		12.41%

				Mar-80		15.20%		12.75%

				Apr-80		13.20%		11.47%

				May-80		8.58%		10.18%

				Jun-80		7.07%		9.78%

				Jul-80		8.06%		10.25%

				Aug-80		9.13%		11.10%

				Sep-80		10.27%		11.51%

				Oct-80		11.62%		11.75%

				Nov-80		13.73%		12.68%

				Dec-80		15.49%		12.84%

		1981		Jan-81		15.02%		12.57%

				Feb-81		14.79%		13.19%

				Mar-81		13.36%		13.12%

				Apr-81		13.69%		13.68%

				May-81		16.30%		14.10%

				Jun-81		14.73%		13.47%

				Jul-81		14.95%		14.28%

				Aug-81		15.51%		14.94%

				Sep-81		14.70%		15.32%

				Oct-81		13.54%		15.15%

				Nov-81		10.86%		13.39%

				Dec-81		10.85%		13.72%

		1982		Jan-82		12.28%		14.59%

				Feb-82		13.48%		14.43%

				Mar-82		12.68%		13.86%

				Apr-82		12.70%		13.87%

				May-82		12.09%		13.62%

				Jun-82		12.47%		14.30%

				Jul-82		11.35%		13.95%

				Aug-82		8.68%		13.05%

				Sep-82		7.92%		12.34%

				Oct-82		7.71%		10.91%

				Nov-82		8.07%		10.55%

				Dec-82		7.94%		10.54%

		1983		Jan-83		7.86%		10.46%

				Feb-83		8.11%		10.72%

				Mar-83		8.35%		10.51%

				Apr-83		8.21%		10.40%

				May-83		8.19%		10.38%

				Jun-83		8.79%		10.85%

				Jul-83		9.08%		11.38%

				Aug-83		9.34%		11.85%

				Sep-83		9.00%		11.65%

				Oct-83		8.63%		11.54%

				Nov-83		8.76%		11.69%

				Dec-83		9.00%		11.83%

		1984		Jan-84		8.90%		11.67%

				Feb-84		9.09%		11.84%

				Mar-84		9.52%		12.32%

				Apr-84		9.69%		12.63%

				May-84		9.83%		13.41%

				Jun-84		9.87%		13.56%

				Jul-84		10.12%		13.36%

				Aug-84		10.47%		12.72%

				Sep-84		10.37%		12.52%

				Oct-84		9.74%		12.16%

				Nov-84		8.61%		11.57%

				Dec-84		8.06%		11.50%

		1985		Jan-85		7.76%		11.38%

				Feb-85		8.26%		11.51%

				Mar-85		8.52%		11.86%

				Apr-85		7.95%		11.43%

				May-85		7.48%		10.85%

				Jun-85		6.95%		10.16%

				Jul-85		7.08%		10.31%

				Aug-85		7.13%		10.33%

				Sep-85		7.10%		10.37%

				Oct-85		7.16%		10.24%

				Nov-85		7.24%		9.78%

				Dec-85		7.10%		9.26%

		1986		Jan-86		7.07%		9.19%

				Feb-86		7.06%		8.70%

				Mar-86		6.56%		7.78%

				Apr-86		6.06%		7.30%

				May-86		6.15%		7.71%

				Jun-86		6.21%		7.80%

				Jul-86		5.83%		7.30%

				Aug-86		5.53%		7.17%

				Sep-86		5.21%		7.45%

				Oct-86		5.18%		7.43%

				Nov-86		5.35%		7.25%

				Dec-86		5.53%		7.11%

		1987		Jan-87		5.43%		7.08%

				Feb-87		5.59%		7.25%

				Mar-87		5.59%		7.25%

				Apr-87		5.64%		8.02%

				May-87		5.66%		8.61%

				Jun-87		5.67%		8.40%

				Jul-87		5.69%		8.45%

				Aug-87		6.04%		8.76%

				Sep-87		6.40%		9.42%

				Oct-87		6.13%		9.52%

				Nov-87		5.69%		8.86%

				Dec-87		5.77%		8.99%

		1988		Jan-88		5.81%		8.67%

				Feb-88		5.66%		8.21%

				Mar-88		5.70%		8.37%

				Apr-88		5.91%		8.72%

				May-88		6.26%		9.09%

				Jun-88		6.46%		8.92%

				Jul-88		6.73%		9.06%

				Aug-88		7.06%		9.26%

				Sep-88		7.24%		8.98%

				Oct-88		7.35%		8.80%

				Nov-88		7.76%		8.96%

				Dec-88		8.07%		9.11%

		1989		Jan-89		8.26%		9.10%

				Feb-89		8.53%		9.17%

				Mar-89		8.82%		9.36%

				Apr-89		8.65%		9.18%

				May-89		8.43%		8.86%

				Jun-89		8.15%		8.28%

				Jul-89		7.88%		8.02%

				Aug-89		7.90%		8.11%

				Sep-89		7.75%		8.19%

				Oct-89		7.64%		8.01%

				Nov-89		7.69%		7.87%

				Dec-89		7.63%		7.84%

		1990		Jan-90		7.64%		8.21%

				Feb-90		7.74%		8.47%

				Mar-90		7.90%		8.59%

				Apr-90		7.77%		8.79%

				May-90		7.74%		8.76%

				Jun-90		7.73%		8.48%

				Jul-90		7.62%		8.47%

				Aug-90		7.45%		8.75%

				Sep-90		7.36%		8.89%

				Oct-90		7.17%		8.72%

				Nov-90		7.06%		8.39%

				Dec-90		6.74%		8.08%

		1991		Jan-91		6.22%		8.08%

				Feb-91		5.94%		7.85%

				Mar-91		5.91%		8.11%

				Apr-91		5.65%		8.03%

				May-91		5.46%		8.07%

				Jun-91		5.57%		8.28%

				Jul-91		5.58%		8.27%

				Aug-91		5.33%		7.90%

				Sep-91		5.22%		7.65%

				Oct-91		4.99%		7.52%

				Nov-91		4.56%		7.41%

				Dec-91		4.07%		7.09%

		1992		Jan-92		3.80%		7.10%

				Feb-92		3.84%		7.33%

				Mar-92		4.04%		7.54%

				Apr-92		3.75%		7.48%

				May-92		3.63%		7.39%

				Jun-92		3.66%		7.26%

				Jul-92		3.21%		6.84%

				Aug-92		3.13%		6.58%

				Sep-92		2.91%		6.41%

				Oct-92		2.86%		6.58%

				Nov-92		3.13%		6.87%

				Dec-92		3.22%		6.76%

		1993		Jan-93		3.00%		6.58%

				Feb-93		2.93%		6.26%

				Mar-93		2.95%		5.97%

				Apr-93		2.87%		5.96%

				May-93		2.96%		6.02%

				Jun-93		3.07%		5.90%

				Jul-93		3.04%		5.79%

				Aug-93		3.02%		5.68%

				Sep-93		2.95%		5.36%

				Oct-93		3.02%		5.32%

				Nov-93		3.10%		5.71%

				Dec-93		3.06%		5.77%

		1994		Jan-94		2.98%		5.75%

				Feb-94		3.25%		5.97%

				Mar-94		3.50%		6.48%

				Apr-94		3.68%		6.97%

				May-94		4.14%		7.18%

				Jun-94		4.14%		7.10%

				Jul-94		4.33%		7.30%

				Aug-94		4.48%		7.24%

				Sep-94		4.62%		7.46%

				Oct-94		4.95%		7.74%

				Nov-94		5.29%		7.96%

				Dec-94		5.60%		7.81%

		1995		Jan-95		5.71%		7.78%

				Feb-95		5.77%		7.47%

				Mar-95		5.73%		7.20%

				Apr-95		5.65%		7.06%

				May-95		5.67%		6.63%

				Jun-95		5.47%		6.17%

				Jul-95		5.42%		6.28%

				Aug-95		5.40%		6.49%

				Sep-95		5.28%		6.20%

				Oct-95		5.28%		6.04%

				Nov-95		5.36%		5.93%

				Dec-95		5.14%		5.71%

		1996		Jan-96		5.00%		5.65%

				Feb-96		4.83%		5.81%

				Mar-96		4.96%		6.27%

				Apr-96		4.95%		6.51%

				May-96		5.02%		6.74%

				Jun-96		5.09%		6.91%

				Jul-96		5.15%		6.87%

				Aug-96		5.05%		6.64%

				Sep-96		5.09%		6.83%

				Oct-96		4.99%		6.53%

				Nov-96		5.03%		6.20%

				Dec-96		4.91%		6.30%

		1997		Jan-97		5.03%		6.58%

				Feb-97		5.01%		6.42%

				Mar-97		5.14%		6.69%

				Apr-97		5.16%		6.89%

				May-97		5.05%		6.71%

				Jun-97		4.93%		6.49%

				Jul-97		5.05%		6.22%

				Aug-97		5.14%		6.30%

				Sep-97		4.95%		6.21%

				Oct-97		4.97%		6.03%

				Nov-97		5.14%		5.87%

				Dec-97		5.16%		5.81%

		1998		Jan-98		5.04%		5.54%

				Feb-98		5.09%		5.57%

				Mar-98		5.03%		5.65%

				Apr-98		4.95%		5.64%

				May-98		5.00%		5.65%

				Jun-98		4.98%		5.50%

				Jul-98		4.96%		5.46%

				Aug-98		4.90%		5.34%

				Sep-98		4.61%		4.81%

				Oct-98		3.96%		4.53%

				Nov-98		4.42%		4.83%

				Dec-98		4.39%		4.64%

		1999		Jan-99		4.34%		4.72%

				Feb-99		4.44%		5.00%

				Mar-99		4.44%		5.23%

				Apr-99		4.29%		5.18%

				May-99		4.50%		5.54%

				Jun-99		4.57%		5.90%

				Jul-99		4.55%		5.79%

				Aug-99		4.72%		5.94%

				Sep-99		4.68%		5.92%

				Oct-99		4.86%		6.11%

				Nov-99		5.07%		6.03%

				Dec-99		5.20%		6.28%

		2000		Jan-00		5.32%		6.66%

				Feb-00		5.55%		6.52%

				Mar-00		5.69%		6.26%

				Apr-00		5.66%		5.99%

				May-00		5.79%		6.44%

				Jun-00		5.72%		6.14%

				Jul-00

				Aug-00

				Sep-00

				Oct-00

				Nov-00

				Dec-00

				Jan-01

				Feb-01

				Mar-01

				Apr-01



Alternate Titles:
-



Inf, IR and Real Rates
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3-month Treasury Bills

10-year Treasury Notes
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Sheet6

		Inflation, Interest Rates and the Real Rate of Interest

		(through 2Q2000, 2Q2000 inflation is an estimate, t-bill lagged 1 quarter)

		CPI:  quarterly, most recent period estimated if necessary (Haver)

		3-mo. T-Bill:  quarterly, period average, most recent period is average of three months with most recent month eop (Haver)

		Updated:  6/7/00

						CPI		yr/yr				T-Bill		Real Interest

						Index		inflation		3-mo. T-Bill		lagged 1 qtr		Rate

				691		35.9				6.09%

				692		36.4		6.47%		6.20%		6.09%

				693		36.9		5.60%		7.02%		6.20%

				694		37.5		6.28%		7.35%		7.02%

		1970		701		38.1		6.56%		7.21%		7.35%		0.80%		0%

				702		38.6		5.72%		6.68%		7.21%		1.49%		0%

				703		39.0		4.21%		6.33%		6.68%		2.47%		0%

				704		39.6		5.93%		5.35%		6.33%		0.39%		0%

		1971		711		39.9		3.41%		3.83%		5.35%		1.94%		0%

				712		40.3		3.72%		4.25%		3.83%		0.11%		0%

				713		40.7		4.03%		5.01%		4.25%		0.22%		0%

				714		41.0		2.98%		4.23%		5.01%		2.03%		0%

		1972		721		41.3		3.29%		3.44%		4.23%		0.94%		0%

				722		41.6		2.61%		3.77%		3.44%		0.83%		0%

				723		41.9		3.24%		4.22%		3.77%		0.53%		0%

				724		42.4		4.20%		4.86%		4.22%		0.02%		0%

		1973		731		43.0		6.44%		5.70%		4.86%		-1.58%		0%

				732		43.9		8.63%		6.60%		5.70%		-2.93%		0%

				733		44.8		8.13%		8.32%		6.60%		-1.52%		0%

				734		45.9		10.51%		7.50%		8.32%		-2.19%		0%

		1974		741		47.3		12.44%		7.62%		7.50%		-4.94%		0%

				742		48.6		11.15%		8.15%		7.62%		-3.53%		0%

				743		49.9		11.74%		8.19%		8.15%		-3.59%		0%

				744		51.5		12.86%		7.36%		8.19%		-4.67%		0%

		1975		751		52.6		8.83%		5.75%		7.36%		-1.47%		0%

				752		53.2		4.91%		5.39%		5.75%		0.84%		0%

				753		54.3		8.26%		6.33%		5.39%		-2.87%		0%

				754		55.3		7.58%		5.63%		6.33%		-1.25%		0%

		1976		761		55.9		4.66%		4.92%		5.63%		0.96%		0%

				762		56.4		3.63%		5.16%		4.92%		1.29%		0%

				763		57.3		6.54%		5.15%		5.16%		-1.38%		0%

				764		58.1		5.95%		4.67%		5.15%		-0.80%		0%

		1977		771		59.2		7.54%		4.63%		4.67%		-2.87%		0%

				772		60.2		7.17%		4.84%		4.63%		-2.54%		0%

				773		61.1		5.65%		5.50%		4.84%		-0.81%		0%

				774		62.0		6.03%		6.11%		5.50%		-0.53%		0%

		1978		781		63.0		7.07%		6.39%		6.11%		-0.96%		0%

				782		64.5		9.41%		6.48%		6.39%		-3.02%		0%

				783		66.0		9.64%		7.31%		6.48%		-3.16%		0%

				784		67.5		9.63%		8.57%		7.31%		-2.32%		0%

		1979		791		69.2		10.46%		9.38%		8.57%		-1.89%		0%

				792		71.4		13.34%		9.38%		9.38%		-3.95%		0%

				793		73.7		13.52%		9.67%		9.38%		-4.14%		0%

				794		76.0		13.28%		11.84%		9.67%		-3.60%		0%

		1980		801		79.0		16.74%		13.35%		11.84%		-4.90%		0%

				802		81.7		14.19%		9.62%		13.35%		-0.84%		0%

				803		83.2		7.72%		9.15%		9.62%		1.90%		0%

				804		85.6		11.69%		13.61%		9.15%		-2.54%		0%

		1981		811		87.9		11.53%		14.39%		13.61%		2.08%		0%

				812		89.8		8.60%		14.91%		14.39%		5.79%		0%

				813		92.3		11.61%		15.05%		14.91%		3.29%		0%

				814		93.8		6.66%		11.75%		15.05%		8.39%		0%

		1982		821		94.6		3.60%		12.81%		11.75%		8.15%		0%

				822		96.0		5.91%		12.42%		12.81%		6.91%		0%

				823		97.6		7.13%		9.32%		12.42%		5.29%		0%

				824		97.9		1.23%		7.91%		9.32%		8.08%		0%

		1983		831		98.0		0.27%		8.11%		7.91%		7.63%		0%

				832		99.1		4.71%		8.40%		8.11%		3.40%		0%

				833		100.1		3.96%		9.14%		8.40%		4.44%		0%

				834		101.1		4.06%		8.80%		9.14%		5.08%		0%

		1984		841		102.5		5.79%		9.17%		8.80%		3.00%		0%

				842		103.5		3.82%		9.80%		9.17%		5.35%		0%

				843		104.4		3.52%		10.32%		9.80%		6.27%		0%

				844		105.3		3.49%		8.80%		10.32%		6.83%		0%

		1985		851		106.3		3.72%		8.18%		8.80%		5.08%		0%

				852		107.2		3.69%		7.46%		8.18%		4.49%		0%

				853		107.9		2.51%		7.10%		7.46%		4.95%		0%

				854		109.0		4.14%		7.17%		7.10%		2.96%		0%

		1986		861		109.6		2.10%		6.90%		7.17%		5.07%		0%

				862		109.0		-1.93%		6.14%		6.90%		8.83%		0%

				863		109.7		2.47%		5.52%		6.14%		3.67%		0%

				864		110.5		2.82%		5.35%		5.52%		2.70%		0%

		1987		871		111.9		5.29%		5.54%		5.35%		0.06%		0%

				872		113.2		4.61%		5.66%		5.54%		0.93%		0%

				873		114.4		4.31%		6.04%		5.66%		1.35%		0%

				874		115.4		3.78%		5.86%		6.04%		2.26%		0%

		1988		881		116.3		3.04%		5.72%		5.86%		2.83%		0%

				882		117.6		4.67%		6.21%		5.72%		1.06%		0%

				883		119.1		4.96%		7.01%		6.21%		1.25%		0%

				884		120.4		4.56%		7.73%		7.01%		2.45%		0%

		1989		891		121.8		4.62%		8.54%		7.73%		3.11%		0%

				892		123.7		6.50%		8.41%		8.54%		2.03%		0%

				893		124.7		3.27%		7.84%		8.41%		5.14%		0%

				894		125.9		4.02%		7.65%		7.84%		3.83%		0%

		1990		901		128.1		7.06%		7.76%		7.65%		0.59%		0%

				902		129.4		4.12%		7.75%		7.76%		3.64%		0%

				903		131.6		7.08%		7.48%		7.75%		0.66%		0%

				904		133.9		6.96%		6.99%		7.48%		0.52%		0%

		1991		911		134.9		3.02%		6.02%		6.99%		3.97%		0%

				912		135.7		2.39%		5.56%		6.02%		3.63%		0%

				913		136.7		3.08%		5.38%		5.56%		2.48%		0%

				914		137.8		3.36%		4.54%		5.38%		2.02%		0%

		1992		921		138.8		2.74%		3.89%		4.54%		1.80%		0%

				922		139.8		3.11%		3.68%		3.89%		0.78%		0%

				923		140.9		3.09%		3.08%		3.68%		0.59%		0%

				924		142.1		3.55%		3.07%		3.08%		-0.46%		0%

		1993		931		143.1		2.84%		2.96%		3.07%		0.23%		0%

				932		144.2		3.01%		2.97%		2.96%		-0.05%		0%

				933		144.9		1.86%		3.00%		2.97%		1.10%		0%

				934		146.0		3.26%		3.06%		3.00%		-0.26%		0%

		1994		941		146.8		2.12%		3.24%		3.06%		0.94%		0%

				942		147.6		2.29%		3.99%		3.24%		0.95%		0%

				943		149.0		3.75%		4.48%		3.99%		0.23%		0%

				944		149.9		2.35%		5.28%		4.48%		2.13%		0%

		1995		951		151.0		2.97%		5.74%		5.28%		2.31%		0%

				952		152.2		3.31%		5.60%		5.74%		2.43%		0%

				953		153.0		2.03%		5.37%		5.60%		3.57%		0%

				954		153.9		2.37%		5.26%		5.37%		2.99%		0%

		1996		961		155.2		3.42%		4.93%		5.26%		1.84%		0%

				962		156.5		3.57%		5.02%		4.93%		1.36%		0%

				963		157.4		2.32%		5.10%		5.02%		2.70%		0%

				964		158.7		3.26%		4.98%		5.10%		1.84%		0%

		1997		971		159.7		2.63%		5.06%		4.98%		2.35%		0%

				972		160.2		1.17%		5.05%		5.06%		3.89%		0%

				973		160.9		1.76%		5.05%		5.05%		3.29%		0%

				974		161.7		2.00%		5.09%		5.05%		3.04%		0%

		1998		981		162.1		0.99%		5.05%		5.09%		4.10%		0%

				982		162.8		1.66%		4.98%		5.05%		3.40%		0%

				983		163.5		1.73%		4.82%		4.98%		3.25%		0%

				984		164.2		1.72%		4.26%		4.82%		3.10%		0%

		1999		991		164.9		1.72%		4.41%		4.26%		2.54%		0%

				992		166.2		3.27%		4.45%		4.41%		1.13%		0%

				993		167.2		2.51%		4.65%		4.45%		1.94%		0%

				994		168.4		2.90%		5.04%		4.65%		1.75%		0%

		2000		001		170.1		4.02%		5.52%		5.04%		1.03%		0%

				002		171.2		2.61%		5.72%		5.52%		2.91%		0%

				003								5.72%				0%

				004												0%

		2001		011												0%

				012												0%

				013												0%

				014												0%
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TBill vs. DiscountRate-Hold
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				3-month T-Bill Yield vs. the Discount Rate

				(through 6/7/00)

				3-mo. T-Bill and Discount Rate:  daily (Haver, also in WSJ)

				Graphed in EVIEWS (due to Excel not able to graph daily x-axis date scale)

				Updated:  6/7/00.

						3-month T-bill		Discount Rate

						"ftbs3"

		1Q98		19980101		5.18%		5.00%

				19980102		5.18%		5.00%

				19980105		5.09%		5.00%

				19980106		5.08%		5.00%

				19980107		5.09%		5.00%

				19980108		5.00%		5.00%

				19980109		4.92%		5.00%

				19980112		4.91%		5.00%

				19980113		5.03%		5.00%

				19980114		5.04%		5.00%

				19980115		5.00%		5.00%

				19980116		5.02%		5.00%

				19980119		5.02%		5.00%

				19980120		5.02%		5.00%

				19980121		5.00%		5.00%

				19980122		5.00%		5.00%

				19980123		5.04%		5.00%

				19980126		5.01%		5.00%

				19980127		5.10%		5.00%

				19980128		5.09%		5.00%

				19980129		5.06%		5.00%

				19980130		5.06%		5.00%

				19980202		5.10%		5.00%

				19980203		5.12%		5.00%

				19980204		4.98%		5.00%

				19980205		5.01%		5.00%

				19980206		5.04%		5.00%

				19980209		5.01%		5.00%

				19980210		5.07%		5.00%

				19980211		5.08%		5.00%

				19980212		5.08%		5.00%

				19980213		5.09%		5.00%

				19980216		5.09%		5.00%

				19980217		5.04%		5.00%

				19980218		5.06%		5.00%

				19980219		5.07%		5.00%

				19980220		5.08%		5.00%

				19980223		5.12%		5.00%

				19980224		5.13%		5.00%

				19980225		5.17%		5.00%

				19980226		5.20%		5.00%

				19980227		5.18%		5.00%

				19980302		5.18%		5.00%

				19980303		5.09%		5.00%

				19980304		5.05%		5.00%

				19980305		5.04%		5.00%

				19980306		5.02%		5.00%

				19980309		5.03%		5.00%

				19980310		4.96%		5.00%

				19980311		4.96%		5.00%

				19980312		4.95%		5.00%

				19980313		4.96%		5.00%

				19980316		4.97%		5.00%

				19980317		5.01%		5.00%

				19980318		5.03%		5.00%

				19980319		5.04%		5.00%

				19980320		5.05%		5.00%

				19980323		5.02%		5.00%

				19980324		5.03%		5.00%

				19980325		5.04%		5.00%

				19980326		5.08%		5.00%

				19980327		5.08%		5.00%

				19980330		5.09%		5.00%

		2Q98		19980401		4.99%		5.00%

				19980402		4.97%		5.00%

				19980403		4.95%		5.00%

				19980406		4.97%		5.00%

				19980407		4.94%		5.00%

				19980408		4.93%		5.00%

				19980409		4.94%		5.00%

				19980410		4.94%		5.00%

				19980413		5.05%		5.00%

				19980414		5.02%		5.00%

				19980415		4.95%		5.00%

				19980416		4.91%		5.00%

				19980417		4.92%		5.00%

				19980420		4.91%		5.00%

				19980421		4.94%		5.00%

				19980422		4.96%		5.00%

				19980423		4.96%		5.00%

				19980424		4.95%		5.00%

				19980427		4.94%		5.00%

				19980428		4.93%		5.00%

				19980429		4.94%		5.00%

				19980430		4.87%		5.00%

				19980501		4.89%		5.00%

				19980504		4.91%		5.00%

				19980505		4.98%		5.00%

				19980506		4.98%		5.00%

				19980507		4.98%		5.00%

				19980508		5.00%		5.00%

				19980511		5.00%		5.00%

				19980512		4.99%		5.00%

				19980513		4.99%		5.00%

				19980514		5.04%		5.00%

				19980515		5.04%		5.00%

				19980518		5.05%		5.00%

				19980519		5.09%		5.00%

				19980520		5.07%		5.00%

				19980521		5.10%		5.00%

				19980522		5.08%		5.00%

				19980525		5.08%		5.00%

				19980526		5.00%		5.00%

				19980527		4.96%		5.00%

				19980528		4.93%		5.00%

				19980529		4.89%		5.00%

				19980601		4.85%		5.00%

				19980602		4.95%		5.00%

				19980603		5.00%		5.00%

				19980604		4.98%		5.00%

				19980605		4.98%		5.00%

				19980608		5.00%		5.00%

				19980609		5.03%		5.00%

				19980610		5.01%		5.00%

				19980611		4.97%		5.00%

				19980612		4.99%		5.00%

				19980615		4.98%		5.00%

				19980616		5.06%		5.00%

				19980617		5.09%		5.00%

				19980618		5.05%		5.00%

				19980619		5.03%		5.00%

				19980622		4.99%		5.00%

				19980623		4.97%		5.00%

				19980624		4.91%		5.00%

				19980625		4.89%		5.00%

				19980626		4.87%		5.00%

				19980629		4.89%		5.00%

				19980630		4.97%		5.00%

		3Q98		19980701		4.96%		5.00%

				19980702		4.94%		5.00%

				19980703		4.94%		5.00%

				19980706		4.93%		5.00%

				19980707		4.95%		5.00%

				19980708		4.96%		5.00%

				19980709		4.94%		5.00%

				19980710		4.93%		5.00%

				19980713		4.96%		5.00%

				19980714		5.02%		5.00%

				19980715		5.01%		5.00%

				19980716		5.03%		5.00%

				19980717		5.01%		5.00%

				19980720		5.00%		5.00%

				19980721		4.96%		5.00%

				19980722		4.94%		5.00%

				19980723		4.96%		5.00%

				19980724		4.95%		5.00%

				19980727		4.96%		5.00%

				19980728		4.94%		5.00%

				19980729		4.94%		5.00%

				19980730		4.94%		5.00%

				19980731		4.97%		5.00%

				19980803		4.98%		5.00%

				19980804		4.97%		5.00%

				19980805		4.95%		5.00%

				19980806		4.90%		5.00%

				19980807		4.86%		5.00%

				19980810		4.86%		5.00%

				19980811		4.90%		5.00%

				19980812		4.89%		5.00%

				19980813		4.91%		5.00%

				19980814		4.90%		5.00%

				19980817		4.93%		5.00%

				19980818		4.93%		5.00%

				19980819		4.94%		5.00%

				19980820		4.91%		5.00%

				19980821		4.88%		5.00%

				19980824		4.94%		5.00%

				19980825		4.96%		5.00%

				19980826		4.93%		5.00%

				19980827		4.86%		5.00%

				19980828		4.78%		5.00%

				19980831		4.77%		5.00%

				19980901		4.79%		5.00%

				19980902		4.78%		5.00%

				19980903		4.71%		5.00%

				19980904		4.74%		5.00%

				19980907		4.74%		5.00%

				19980908		4.74%		5.00%

				19980909		4.76%		5.00%

				19980910		4.66%		5.00%

				19980911		4.75%		5.00%

				19980914		4.72%		5.00%

				19980915		4.67%		5.00%

				19980916		4.62%		5.00%

				19980917		4.58%		5.00%

				19980918		4.51%		5.00%

				19980921		4.56%		5.00%

				19980922		4.69%		5.00%

				19980923		4.55%		5.00%

				19980924		4.44%		5.00%

				19980925		4.41%		5.00%

				19980928		4.36%		5.00%

				19980929		4.43%		5.00%

				19980930		4.26%		5.00%

		4Q98		19981001		4.13%		5.00%

				19981002		4.12%		5.00%

				19981005		4.06%		5.00%

				19981006		4.08%		5.00%

				19981007		4.05%		5.00%

				19981008		3.80%		5.00%

				19981009		3.79%		5.00%

				19981012		3.79%		5.00%

				19981013		3.80%		5.00%

				19981014		3.93%		5.00%

				19981015		4.05%		4.75%

				19981016		3.56%		4.75%

				19981019		3.71%		4.75%

				19981020		3.86%		4.75%

				19981021		3.91%		4.75%

				19981022		3.88%		4.75%

				19981023		3.87%		4.75%

				19981026		4.00%		4.75%

				19981027		3.96%		4.75%

				19981028		4.18%		4.75%

				19981029		4.22%		4.75%

				19981030		4.23%		4.75%

				19981102		4.31%		4.75%

				19981103		4.39%		4.75%

				19981104		4.45%		4.75%

				19981105		4.47%		4.75%

				19981106		4.52%		4.75%

				19981109		4.52%		4.75%

				19981110		4.43%		4.75%

				19981111		4.43%		4.75%

				19981112		4.37%		4.75%

				19981113		4.36%		4.75%

				19981116		4.41%		4.75%

				19981117		4.31%		4.50%

				19981118		4.33%		4.50%

				19981119		4.35%		4.50%

				19981120		4.35%		4.50%

				19981123		4.48%		4.50%

				19981124		4.51%		4.50%

				19981125		4.46%		4.50%

				19981126		4.46%		4.50%

				19981127		4.44%		4.50%

				19981130		4.42%		4.50%

				19981201		4.38%		4.50%

				19981202		4.37%		4.50%

				19981203		4.34%		4.50%

				19981204		4.37%		4.50%

				19981207		4.40%		4.50%

				19981208		4.32%		4.50%

				19981209		4.32%		4.50%

				19981210		4.37%		4.50%

				19981211		4.39%		4.50%

				19981214		4.40%		4.50%

				19981215		4.38%		4.50%

				19981216		4.35%		4.50%

				19981217		4.35%		4.50%

				19981218		4.38%		4.50%

				19981221		4.42%		4.50%

				19981222		4.39%		4.50%

				19981223		4.47%		4.50%

				19981224		4.46%		4.50%

				19981225		4.46%		4.50%

				19981228		4.45%		4.50%

				19981229		4.48%		4.50%

				19981230		4.44%		4.50%

				19981231		4.37%		4.50%

		1Q99		19990101		4.37%		4.50%

				19990104		4.38%		4.50%

				19990105		4.37%		4.50%

				19990106		4.36%		4.50%

				19990107		4.33%		4.50%

				19990108		4.37%		4.50%

				19990111		4.39%		4.50%

				19990112		4.37%		4.50%

				19990113		4.34%		4.50%

				19990114		4.33%		4.50%

				19990115		4.33%		4.50%

				19990118		4.33%		4.50%

				19990119		4.29%		4.50%

				19990120		4.26%		4.50%

				19990121		4.22%		4.50%

				19990122		4.26%		4.50%

				19990125		4.31%		4.50%

				19990126		4.35%		4.50%

				19990127		4.36%		4.50%

				19990128		4.38%		4.50%

				19990129		4.37%		4.50%

				19990201		4.42%		4.50%

				19990202		4.42%		4.50%

				19990203		4.37%		4.50%

				19990204		4.38%		4.50%

				19990205		4.39%		4.50%

				19990208		4.40%		4.50%

				19990209		4.42%		4.50%

				19990210		4.37%		4.50%

				19990211		4.39%		4.50%

				19990212		4.43%		4.50%

				19990215		4.43%		4.50%

				19990216		4.41%		4.50%

				19990217		4.41%		4.50%

				19990218		4.42%		4.50%

				19990219		4.45%		4.50%

				19990222		4.50%		4.50%

				19990223		4.54%		4.50%

				19990224		4.55%		4.50%

				19990225		4.51%		4.50%

				19990226		4.55%		4.50%

				19990301		4.58%		4.50%

				19990302		4.53%		4.50%

				19990303		4.49%		4.50%

				19990304		4.49%		4.50%

				19990305		4.50%		4.50%

				19990308		4.51%		4.50%

				19990309		4.47%		4.50%

				19990310		4.47%		4.50%

				19990311		4.49%		4.50%

				19990312		4.47%		4.50%

				19990315		4.46%		4.50%

				19990316		4.43%		4.50%

				19990317		4.41%		4.50%

				19990318		4.39%		4.50%

				19990319		4.39%		4.50%

				19990322		4.40%		4.50%

				19990323		4.38%		4.50%

				19990324		4.38%		4.50%

				19990325		4.39%		4.50%

				19990326		4.39%		4.50%

				19990329		4.39%		4.50%

				19990330		4.36%		4.50%

				19990331		4.37%		4.50%

		2Q99		19990401		4.32%		4.50%

				19990402		4.31%		4.50%

				19990405		4.29%		4.50%

				19990406		4.30%		4.50%

				19990407		4.30%		4.50%

				19990408		4.28%		4.50%

				19990409		4.30%		4.50%

				19990412		4.22%		4.50%

				19990413		4.20%		4.50%

				19990414		4.18%		4.50%

				19990415		4.20%		4.50%

				19990416		4.22%		4.50%

				19990419		4.22%		4.50%

				19990420		4.26%		4.50%

				19990421		4.24%		4.50%

				19990422		4.28%		4.50%

				19990423		4.31%		4.50%

				19990426		4.35%		4.50%

				19990427		4.38%		4.50%

				19990428		4.39%		4.50%

				19990429		4.39%		4.50%

				19990430		4.43%		4.50%

				19990503		4.47%		4.50%

				19990504		4.50%		4.50%

				19990505		4.48%		4.50%

				19990506		4.49%		4.50%

				19990507		4.49%		4.50%

				19990510		4.47%		4.50%

				19990511		4.49%		4.50%

				19990512		4.47%		4.50%

				19990513		4.46%		4.50%

				19990514		4.51%		4.50%

				19990517		4.55%		4.50%

				19990518		4.53%		4.50%

				19990519		4.50%		4.50%

				19990520		4.48%		4.50%

				19990521		4.48%		4.50%

				19990524		4.51%		4.50%

				19990525		4.51%		4.50%

				19990526		4.53%		4.50%

				19990527		4.52%		4.50%

				19990528		4.53%		4.50%

				19990531		4.53%		4.50%

				19990601		4.56%		4.50%

				19990602		4.61%		4.50%

				19990603		4.52%		4.50%

				19990604		4.44%		4.50%

				19990607		4.40%		4.50%

				19990608		4.49%		4.50%

				19990609		4.47%		4.50%

				19990610		4.54%		4.50%

				19990611		4.60%		4.50%

				19990614		4.57%		4.50%

				19990615		4.61%		4.50%

				19990616		4.54%		4.50%

				19990617		4.51%		4.50%

				19990618		4.55%		4.50%

				19990621		4.57%		4.50%

				19990622		4.60%		4.50%

				19990623		4.60%		4.50%

				19990624		4.60%		4.50%

				19990625		4.66%		4.50%

				19990628		4.68%		4.50%

				19990629		4.70%		4.50%

				19990630		4.65%		4.50%

		3Q99		19990701		4.55%		4.50%

				19990702		4.55%		4.50%

				19990705		4.55%		4.50%

				19990706		4.53%		4.50%

				19990707		4.54%		4.50%

				19990708		4.55%		4.50%

				19990709		4.56%		4.50%

				19990712		4.57%		4.50%

				19990713		4.58%		4.50%

				19990714		4.59%		4.50%

				19990715		4.57%		4.50%

				19990716		4.55%		4.50%

				19990719		4.52%		4.50%

				19990720		4.51%		4.50%

				19990721		4.46%		4.50%

				19990722		4.48%		4.50%

				19990723		4.52%		4.50%

				19990726		4.58%		4.50%

				19990727		4.57%		4.50%

				19990728		4.58%		4.50%

				19990729		4.59%		4.50%

				19990730		4.62%		4.50%

				19990802		4.65%		4.50%

				19990803		4.70%		4.50%

				19990804		4.65%		4.50%

				19990805		4.61%		4.50%

				19990806		4.66%		4.50%

				19990809		4.76%		4.50%

				19990810		4.81%		4.50%

				19990811		4.77%		4.50%

				19990812		4.66%		4.50%

				19990813		4.60%		4.50%

				19990816		4.62%		4.50%

				19990817		4.69%		4.50%

				19990818		4.63%		4.50%

				19990819		4.62%		4.50%

				19990820		4.70%		4.50%

				19990823		4.78%		4.50%

				19990824		4.85%		4.75%

				19990825		4.79%		4.75%

				19990826		4.79%		4.75%

				19990827		4.84%		4.75%

				19990830		4.85%		4.75%

				19990831		4.84%		4.75%

				19990901		4.83%		4.75%

				19990902		4.78%		4.75%

				19990903		4.78%		4.75%

				19990906		4.78%		4.75%

				19990907		4.69%		4.75%

				19990908		4.69%		4.75%

				19990909		4.68%		4.75%

				19990910		4.62%		4.75%

				19990913		4.64%		4.75%

				19990914		4.69%		4.75%

				19990915		4.62%		4.75%

				19990916		4.57%		4.75%

				19990917		4.54%		4.75%

				19990920		4.56%		4.75%

				19990921		4.66%		4.75%

				19990922		4.69%		4.75%

				19990923		4.69%		4.75%

				19990924		4.65%		4.75%

				19990927		4.68%		4.75%

				19990928		4.71%		4.75%

				19990929		4.69%		4.75%

				19990930		4.74%		4.75%

		4Q99		19991001		4.74%		4.75%

				19991004		4.69%		4.75%

				19991005		4.72%		4.75%

				19991006		4.68%		4.75%

				19991007		4.70%		4.75%

				19991008		4.68%		4.75%

				19991011		4.68%		4.75%

				19991012		4.73%		4.75%

				19991013		4.84%		4.75%

				19991014		4.88%		4.75%

				19991015		4.90%		4.75%

				19991018		4.94%		4.75%

				19991019		5.00%		4.75%

				19991020		5.00%		4.75%

				19991021		4.99%		4.75%

				19991022		4.92%		4.75%

				19991025		4.89%		4.75%

				19991026		5.00%		4.75%

				19991027		4.99%		4.75%

				19991028		4.96%		4.75%

				19991029		4.97%		4.75%

				19991101		4.98%		4.75%

				19991102		4.99%		4.75%

				19991103		4.97%		4.75%

				19991104		4.95%		4.75%

				19991105		4.99%		4.75%

				19991108		5.04%		4.75%

				19991109		5.04%		4.75%

				19991110		5.05%		4.75%

				19991111		5.05%		4.75%

				19991112		5.08%		4.75%

				19991115		5.12%		4.75%

				19991116		5.14%		5.00%

				19991117		5.09%		5.00%

				19991118		5.08%		5.00%

				19991119		5.08%		5.00%

				19991122		5.08%		5.00%

				19991123		5.13%		5.00%

				19991124		5.14%		5.00%

				19991125		5.14%		5.00%

				19991126		5.14%		5.00%

				19991129		5.17%		5.00%

				19991130		5.15%		5.00%

				19991201		5.12%		5.00%

				19991202		5.10%		5.00%

				19991203		5.10%		5.00%

				19991206		5.09%		5.00%

				19991207		5.07%		5.00%

				19991208		5.07%		5.00%

				19991209		5.10%		5.00%

				19991210		5.14%		5.00%

				19991213		5.22%		5.00%

				19991214		5.23%		5.00%

				19991215		5.19%		5.00%

				19991216		5.23%		5.00%

				19991217		5.28%		5.00%

				19991220		5.39%		5.00%

				19991221		5.42%		5.00%

				19991222		5.39%		5.00%

				19991223		5.31%		5.00%

				19991224		5.31%		5.00%

				19991227		5.30%		5.00%

				19991228		5.25%		5.00%

				19991229		5.08%		5.00%

				19991230		5.07%		5.00%

				19991231		5.17%		5.00%

		1Q00		20000103		5.27%		5.00%

				20000104		5.27%		5.00%

				20000105		5.28%		5.00%

				20000106		5.25%		5.00%

				20000107		5.22%		5.00%

				20000110		5.24%		5.00%

				20000111		5.27%		5.00%

				20000112		5.29%		5.00%

				20000113		5.25%		5.00%

				20000114		5.25%		5.00%

				20000117		5.25%		5.00%

				20000118		5.24%		5.00%

				20000119		5.35%		5.00%

				20000120		5.32%		5.00%

				20000121		5.31%		5.00%

				20000124		5.32%		5.00%

				20000125		5.40%		5.00%

				20000126		5.41%		5.00%

				20000127		5.42%		5.00%

				20000128		5.48%		5.00%

				20000131		5.53%		5.00%

				20000201		5.54%		5.00%
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