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Recent analyses in the U.S. suggest that the cycle of increases in its benchmark interest rate
was accompanied by the inversion of its yield curve and an increase in the probability of
recession. The yield curve is understood to be inverted when long-term (10-year) bond rates are lower
than short-term (2-year) rates. This behavior has been documented, and its predictive power to
anticipate economic slowdown or recession events has been studied.
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