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Evidenced by the chart below, intermediate and longer-term Treasury yields continued to decline this week as expectations of slowing economic growth 
(global & domestic) with subdued inflation increase.  Not only did the yield on the 30-year Treasury bond drop below 2% - marking its lowest level on 
record – treasury curve inversion broadened.  On Wednesday, the 10-year Treasury yield briefly fell below the 2-year yield.  As mentioned in previous 
commentaries, an inverted yield curve has historically been a reliable, though not perfect, predictor of recession.  With that said, each of the last five 
recessions was preceded by the two- and 10-year Treasury yields inverting taking an average of approximately 22 months before recession hits. The 
last 10/2 inversion began in the fall of 2005, two years before the Great Recession.   
 
Inversion discussion is nothing new as other points of the curve have already inverted.  Interestingly with each inversion, market participants caution not 
to make too much of it.  Late last year, the yield on the 5-year Treasury dropped below the 2-year Treasury yield.  At that time, some believed that 
economists pay much more attention to the relationship between three-month yields and 10-year yields.  When the three-month yield rose above the 10
-year yield earlier this year, it drew more attention.  But traders said the inversion would need to last a while to confirm the warning signal, and they 
pointed out that the widely followed gap between the 10/2 yield was still positive.  Now that the 10/2 spread has turned negative, some are thinking that 
“this time is different” as a global flight to quality may explain why treasury yields continue to decline.  Understanding that approximately $15 trillion (or 
25% of the market according to Deutsche Bank) in global sovereign debt is paying negative rates, global investors have sought safety in the U.S. bond 
market – helping drive U.S. interest rates lower.     
 
Although this week’s brief 10/2 inversion was less than 2bps, the fact that it happened gave markets consternation.  As I see it, this week’s market volatili-
ty was largely driven by global concerns vs domestic as the U.S. economy is expected to continue to grow - albeit at a slower pace - driven largely by 
consumer spending.  At this point, Standard and Poor’s warns of a 33% chance that the U.S. will enter recession within the next 12 months.  Conversely, 
there’s a 66% chance of continued U.S. growth.  Hopefully the market’s heightened recession watch will not turn into a self-fulfilling prophecy.    
 
Your comments/questions are encouraged.    
 
Dennis Zimmerman Jr. |Sr. Vice President | Asset/Liability Services Manager | 800-548-2663 | dennis.zimmerman@commercebank.com 
   
 

 
 
 
 
 

 
 
 
 
 
 
 

Weekly Review—August 16, 2019 

NEW ISSUE MUNICIPAL CALENDAR 

Date Amount ($) Description Maturity 

08/20/2019  $33,725,000.00  TOPEKA KS UTIL & IMPROVEMENT REVS 2019A Aa3  2020-2049  

08/20/2019  $1,380,000.00  MANHATTAN KS TMP NTS SERIES 2019-02 UT GO Aa2  2022-2023  

08/20/2019  $900,000.00  CLAY CENTER KS 2019 UT GO BQ NR  2020-2029  
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***If you no longer wish to receive this weekly review, please send an email to CapitalMarketsGroup@commercebank.com*** 
 

The Weekly Review is a publication of the Capital Markets Group of Commerce Bank.   

KEY INDICES 
 Current Last Month One Year Ago 
Prime Rate 5.25 5.50 5.00 
Discount Rate 2.75 3.00 2.50 
Fed Funds Rate 2.12 2.40 1.91 
IOER 2.10 2.35 1.95 
1-Month Libor 2.18 2.31 2.06 
11th Dist COFI 1.14 1.14 1.02 
1-Yr. CMT 1.71 1.95 2.45 
Dow 25,886.01 27,335.63 25,558.73 
NASDAQ 7,895.99 8,222.80 7,806.52 
S&P 500 2,888.68 3,004.04 2,840.69 
Bond Buyer 3.10 3.46 3.95 

Treasuries & New Issue Agencies (Spread to Treasuries) 
Treasuries Bullets NC-6 Mo. NC-1 Year NC- 2 Year  

3 Mo. Bill 1.87     

6 Mo. Bill 1.86     

1-Year  Bill 1.72     

1.51 5 36 17  2-Year Note 

1.47 6 46 29 4 3-Year Note 

1.45 6 61 46 25 5-Year Note 

1.52 24 62 51 32 7-Year Note 

1.58 32 73 61 44 10-Year Note 
30-Year Bond 2.04     

CMO Spreads to Treasuries 
 PAC Vanilla 
1-Year N/A +47 

2-Year 50 60 

3-Year 64 77 

5-Year 80 88 

   MBS Current Coupon Yields 
GNMA 30 Yr.  2.20% 

FNMA 30 Yr.  2.43% 

GNMA 15 Yr.  2.07% 

FNMA 15 Yr.  2.09% 

MUNI AA—BQ 

3 Mo. 0.90 

6 Mo. 0.94 

1-Year 0.95 

2-Year 0.96 

3-Year 0.98 

5-Year 1.02 

7-Year 1.13 

10-Year 1.34 

30-Year 2.05 

ECONOMIC CALENDAR 
Monday 8/19 Tuesday 8/20 Wednesday 8/21 Thursday 8/22 Friday 8/23 

  MBA Mortgage Applications Initial Jobless Claims New Home Sales 
  Existing Home Sales Markit US Manufacturing PMI  

   Leading Index  

_______________________________________________________________________________________________________________________________________________ 
 

The opinions expressed herein reflect that of the author and are not a complete analysis of every material fact respecting any company, industry, or security.  The author’s opinions do not 
necessarily reflect that of Commerce Bank or its affiliates.  Information contained herein is from sources deemed reliable but cannot be guaranteed.  Prices and/or yields are subject to 
change and investments are subject to availability.  CDs are direct financial obligations of the issuing financial institution and are not, either directly or indirectly, an obligation of Com-
merce Bank.  The information provided is not an official trade confirmation or account statement.  The Capital Markets Group (CMG) of Commerce Bank is not acting as your ‘municipal 
advisor’ within the meaning of Section 15B of the Securities Exchange Act, and does not act in a fiduciary capacity.  CMG does not provide tax advice; please refer to your tax professional.   

Investments in securities are NOT FDIC Insured; NOT Bank-Guaranteed and May Lose Value. 

 

 
In 2015, Dennis joined Commerce Bank’s Capital Markets Group as Manager of Asset/Liability Services. With his leadership, the Capital Mar-
ket’s ALM team provides asset/liability management consulting services to community banks. 
 

Prior to joining Commerce, he was employed for nearly 26 years at one of the largest privately-held banks in Kansas. In addition to manag-
ing a $775 million bond portfolio, his Asset/Liability Chairman responsibilities included managing margin, interest rate risk, liquidity and 
capital. Prior to becoming the bank’s Finance Treasury Officer, he was a Registered Investment Representative and Supervising  Principal in 
the bank’s Capital Markets division.  
 

As a seasoned professional, Mr. Zimmerman offers a comprehensive understanding of bank finance treasury, fixed income, complex finan-
cial analysis as well as regulatory and operational awareness. As a banker, he understands the challenge of balancing shareholder expec-
tations within appropriate levels of risk. 

About the Author, Dennis Zimmerman 
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