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Inverted Yield Curve
Based on the facts presented in the case, it is advisable to invest in a federally insured savings account. The situation described indicates that the economy experiences an inverted yield curve. Under these circumstances, returns from short-term borrowings tend to exceed those of long-term bonds with similar risk. The situation indicates that the economy expects a recession, yet there is growth in output. The outcomes represent an adverse position because the economy experiences inflation and impedes the predictability of bonds. Therefore, it is risky to invest in long-term financial tools because short-term investment promises attractive returns. The article reveals that long-term relationships result in lower yields (Santilli, 2019).
[bookmark: _GoBack]Consequently, the price of each bond is expected to reduce in the process. The federal government could reduce the rate of interest in such a situation. However, the volatility of interest rate demonstrates that investing in a risk-free federally insured savings account.
According to the current economic conditions, investing in short-term federal tools is the most attractive decision. The pre-recessionary experienced a high rate of growth and significantly helped to improve the rate of employment. Currently, the economy has reached stability, and the demand for investment funds is lower. For that reason, the interest rates are expected to reduce in the future as the economy faces the impacts of the recession. A negative yield curve demonstrates that the economy experiences pessimism, thus, reducing the demand for credit services. The interest rate risk the cost of credit services (Piazzesi, Schneider, Benigno & Campbell, 2006). Therefore, lenders opt to reduce the rate of interest to reduce the cost of accessing loans and bonds. Investing in federal bonds represents a specific investment and represents the best opportunity to retain the wealth and guarantee guaranteed return as the economy expects to face turbulent conditions. 

References
Piazzesi, M., Schneider, M., Benigno, P., & Campbell, J. (2006). Equilibrium yield curves [with comments and discussion]. NBER Macroeconomics Annual, 21, 389-472. doi: 10.1086/ma.21.25554958
Santilli, D. (2019). The turn in the yield curve. Retrieved 14 November 2019, from https://www.wsj.com/articles/the-turn-in-the-yield-curve-11565524802

 
