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As 2012 gets fully underway, the Dow continues to rally off of its recent 
October low of 10,655. Despite the 8% correction experienced in November, 
equities have continued their surge, jumping nearly 20% since October 2011. 
Yet the 10-Year Treasury rate continues to stay in a range hovering close to 
2%. This divergence forces the question of why haven’t 10-Year Treasury 
yields moved higher as equities have rallied? The equity surge has been 
brought on by fairly decent corporate earnings, improving - although still 
weak - economic data, and some apparent improvement in the EU debt crisis 
which seems to be under better ‘management’ control in 2012. Last week, EU 
talks to swap out existing Greek debt for new debt at a lower interest rate was 
adding to positive news coming out of Europe. Yet, uncertainty must still 
persist in the minds of Treasury investors. But should the EU debt crisis 
continue to improve with further signs toward a positive resolution, it would 
seem there could be upward pressure on rates. 
 

The economic data released last week helped to boost the equity market and 
helped move rates upward. Empire Manufacturing exceeded expectations 
(13.48 vs. 11.0) and Mortgage Applications for the week of January 13 jumped 
23.1%, up from the previous month’s 4.5% increase. The year-over-year 
Producer Price Index was 4.8% vs. the expected 5.1%, and excluding food and 
energy slightly exceeded expectations (3.0% vs. 2.8%). Industrial Production 
also slightly missed expectations (0.4% vs. 0.5%) but was better than 
November (-0.2%) and Capacity Utilization met consensus estimates (78.1). 
Housing Starts were lower than expected (657k vs. 680k) but Building 
Permits met estimates (679k). The big positive news of the week was a 47k 
drop in Initial Jobless Claims from the previous week to 352k, and well below 
the estimated 384k. Existing Home Sales nearly matched estimates (4.61M 
vs. 4.65M) to wrap up a week with no major economic disappointments. 
 

This week the Fed meets on Tuesday and Wednesday and there is an expectation around their effort for greater 
transparency and forecasts for the benchmark interest rate. On top of that, we have the President’s State of the Union 
address and Treasury auctions on tap along with: Richmond Fed Index, Pending Home Sales, Durable Goods, House Price 
Index, Kansas City Fed Index, Initial Jobless Claims, 4th Qtr GDP, and Personal Consumption. 
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10-Year Treasury Rate

Key Rate Summary  Today  1-Month Ago  3-Months Ago  1-Year Ago 

 Fed Funds Target 0.25% 0.25% 0.25% 0.25%
 Wells Fargo Prime 3.25% 3.25% 3.25% 3.25%
 1-Month LIBOR 0.28% 0.29% 0.24% 0.26%
 3-Month LIBOR 0.56% 0.57% 0.42% 0.30%
 2-Year Treas Note 0.24% 0.26% 0.26% 0.63%
 5-Year Treas Note 0.89% 0.86% 1.06% 2.05%
 10-Year Treas Note 2.03% 1.92% 2.19% 3.45%
 30-Year Treas Note 3.10% 2.93% 3.22% 4.61%
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