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90-Day Rates  

Short-term Perspective 

 Canadian 90-day BA rates have been falling throughout 2011 in a waterfall fashion, 

slipping 2 or 3 basis points at a time. 

 The green line (4) is the regression line for 90-day rates over the last 10 months.  

 Expect these rates to continue to slip as we move into 2012. 

 As the Prime rate move in line with 90-day rates, there does not appear to be much 

prospect of the Prime Rate rising anytime soon. 
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One Year Rates  

Mid-term Perspective 

 The chart below clearly shows that the market place cannot support one-year rates 

above 1.0%. 

 Today, one-year rates are moving sideways in a channel between 1.0% and 0.80%, 

with the potential to fall to 0.60%. 

 It is important to watch for any extreme signs of upward or downward movement 

when rates move sideways. These extremes are defined by lines A & B. 

 Currently, the probability of these rates falling is higher than them rising. 
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Short-term Perspective 

 Focusing on a daily short-term perspective chart allows us to gain a better view of 

the sideways channel one-year rates are currently in. 

 There really is not much momentum associated with these rates. 

 One thing is certain, being the difficulty one-year rates are having moving above line 

B, located just under 1.0%. 

 These rate are likely to move back down to line C, at 0.80%. 
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Three-year Rates  

Many Tuff Risk clients offer three year products, so in this edition of the Fixed Income 

Strategies newsletter we switched our focus down the yield curve from five-year to three 

year rates.  

Long-term Perspective 

 The chart below illustrates once again that interest rates do trend.  Not only do they 

trend, they move in the same direction for some time before turning in the other 

direction. 

 Unfortunately rates don’t move in a straight line. 

 These long-term perpective charts are used to view the overall trend of rates, 

whereas the shorter term perspective charts deliver strategic insight. 
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Mid-term Perspective 

 It is interesting to note that today’s 3-yr term environment looks a lot like it did back 

in Q1 2009, which is highlighted by the red box (1).  Here, after a significant fall in 

rates, the three-year rate moved up above line C. 

 Although this could again happen, it seems unlikely. 

 Tuff Risk sees the decline in these rates since Q2 as a sign that the market place 

does not support 3-yr rates above 1.8% 

 Three-year rates are now stuck in channel A.  Should they fall below 1.1%, expect 

further declines.  On the upside, be surprised if they rise above 1.6%.  
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Short-term 

 Quite the telling decline since April 2011 along line A. 

 By August the decline had stopped, as 3-yr rates instead moved sideways refusing to 

fall further. 

 Although October saw 3-yr rates move up a bit, there is clear pressure for them to 

again fall to line B, at 1.05%. 

 Should they instead rise above line C, at 1.43%, take note. 
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Long-term Bonds 

Long-term Perspective 

 Generally rates either rise or fall sharply from a symmetrical triangle formation.  

Both triangles A/B and C/D are symmetrical triangles.   

 Once making their move, rates tend to recover about 50% of their initial fall or give 

back 50% of their initial rise. 

 Since leaving the symmetrical triangle C/D, long bond rates have fallen 100 basis 

points.  In theory then, one should expect them to regain at least 50 basis points. 

 Fat chance looking at the chart before us! But… never say never. 
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Mid-term Perspective 

 Long bond rates fell with certainty over the summer months. 

 Now they seem to be forming a new sideways channel between line B & C. 

 If these rates move above line B, at 3.05%, perhaps then you could look for the 50% 

move discussed in the long-term perspective section. 

 Keep in mind however that the major trend is still downwards. 
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Short-term Perspective 

 This short-term perspective provides a very clear look at the decline in long bond 

rates. 

 Any upward move in these rates has been lost over the last two months.  

 December will tell whether these rates will move sideways or continue their journey 

lower, as there is no clear signal at this time. 
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Summary 

Short-term Rates 

 Short-term rates are not showing any desire to rise 

 90-day BA rates continue to waterfall downwards. 

 One-year rates are now in a channel, moving sideways. 

Long-term Rates 

 These rates will either continue to move downwards or move sideways. 

 Nothing suggests an upward move in longer rates. 

 

 
To take advantage of today's market and to discuss ways of protecting against interest rate volatility, 

please contact any one of the Tuff Risk team. To discuss the various ways we can be of assistance, 

please contact us at 1.888.744.7475.    

 

 


