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1. Domestic Convenience Yield versus AAA Corporate Bonds 2. International Convenience Yield versus G10 Sovereign Bonds
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Sources: Bloomberg Finance L.P; Federal Reserve Bank of St. Louis, Federal Reserve Economic Data; LSEG Datastream; and IMF staff calculations.

Note: Panel 1 displays the option-adjusted spread between yields of AAA-rated US corporate bonds and US Treasury yields; a narrowing spread implies that the premium investors
pay for the safety and liquidity of Treasuries (relative to high-grade corporate debt) is compressing. Panel 2 defines the international convenience yield as the difference in the
deviation from covered interest parity between Group of 10 (G10) sovereign bonds and US Treasuries. The daily spread is calculated as (yq,, — p) — yysy, Where yg,, is the yield for
foreign government bonds, y,; is the yield for US Treasuries, and p is the market-implied forward premium (the cost of hedging foreign currency back to US dollars through swaps).
The 10-year series includes the British pound, Canadian dollar, euro, Japanese yen, New Zealand dollar, Norwegian krone, Swedish krona, and Swiss franc; the three-month series
includes the British pound, Canadian dollar, Danish krone, euro, Japanese yen, New Zealand dollar, Swedish krona, and Swiss franc
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