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Method to the Madness
Deflation Gold & Negative Yields

(‘dollars’ and economy)
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Yield Decomposition

“ Historically, [the yield curve inversion] has been a pretty good 
signal of recession and I think that’s when markets pay attention to 
it but I would really urge that on this occasion it may be a less good 
signal. And the reason for that is there are a number of factors 
other than market expectations about the future path of interest 
rates that are pushing down long-term yields.”

Former Federal Reserve Chairman Janet Yellen
Appearance on FoxBusiness Network
August 14, 2019
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What Janet Yellen is saying about 
current yields: the market can’t 
possibly think differently than her or 
the Fed, it still must be pricing 
higher inflation (someday) and how 
the Fed will go back to rate hikes. 
But because yields are falling, that 
would leave only term premiums to 
explain them.

SPOILER: the market thinks (very) differently
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