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[Abstract] This study explores in depth the correlation between the US interest rate inversion and the economic
cycle. Interest rate inversion, an economic indicator in which short—term rates are higher than long—term rates,
has been seen many times in history as a warning sign of a recession. This paper first reviews the historical events
of interest rate inversion, and then analyzes the correlation between interest rate inversion and economic cycle.
Then, the causes of interest rate inversion are discussed, including the factors of market expectations, the factors
of monetary policy, and the factors of global economic environment. Finally, interest rate inversion is an
important economic indicator. But its ability to predict recessions is not absolute. It needs to be analyzed in
conjunction with other economic data. Finally, the paper puts forward some suggestions on the management of

future business cycles and strategies on how to better use interest rate inversion as an economic early warning

tool.
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