Interest Rate Risk Management Weekly Update October 17, 2016
Fedspeak & Economic News:

= The global economic picture is starting to look a bit rosier. While there is certainly reason to be concerned over possible slip-ups in

the future, progress is being made in important economic centers. To start in the United States, retail sales numbers came in at a
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= What does this all mean for the path of monetary policy? Back in the US, minutes from the September FOMC meeting were
US Treasury Yields released and showed significant disagreement on the timing of the next interest rate hike. The labor force continues to be a top

2-year Treasury 0.84% 0.83% 0.01% A concern and many Fed officials still believe there is slack in the labor market. New York Fed President Dudley recently noted that

0 0 0 “you certainly want to go as far as you can. You don’t want to keep people unemployed just because you think you're already at full
Syear Treasury 1:29% 1:26% 0.03% A employment rate.” Nonetheless, market participants anticipate enough FOMC members will be ready in December, pricing in a
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5year 1.35% 1.32% 0.03% A EU and the path towards monetary policy normalization. No immediate action is expected to be announced at this week’s ECB

meeting but some guidance is expected towards the end of the year. Asset purchases are likely to continue well into 2017 but the
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conversation is beginning to turn towards a tighter monetary policy. ECB President Mario Draghi commented this past weekend
that inflation in the Eurozone is likely to pick up in 2017 and 2018 and should hit the target by 2019.

The US Treasury Curve Steepens as Term Premia Unwind The Week Ahead
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Disclaimer

This communication is generated by the derivatives sales & trading unit of KeyBank and conveyed as commentary on economic, political and/or market conditions or, in
some cases, may be considered to be a general solicitation for entering into derivatives transactions, as contemplated under Commodity Futures Trading Commission
(“CFTC’) Regulation 23.605, and is not a “research report” as defined therein. This communication is not to be construed as a recommendation or opinion with respect to
any derivative or trading strategy involving a derivative for purposes of CFTC Part 23 Regulations. This communication does not take into account the investment
objectives, financial conditions, or needs of individual parties and is not intended to serve as a basis for entering into a derivatives transaction or to suggest, in any manner,
that a party should enter into a particular derivatives transaction or trading strategy involving a derivative. Parties should consult their own advisors for opinions and advice
on whether to enter into any derivatives transaction or trading strategy involving a derivative. The information contained herein has been obtained from sources deemed to
be reliable but it is not represented to be accurate, complete or objective. In providing this information, neither KeyBank nor any affiliate of KeyBank is acting as your agent,
broker, advisor, or fiduciary, or is offering any tax, accounting, or legal advice regarding these instruments or transactions. KeyBank may have current positions or
strategies that may be inconsistent with any views expressed herein.
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