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Fed Sentiment Moving Closer To The Federal Reserve stays moderately hawkish The Bond Market Anticipates Rate Cuts
Dovish Terrltory The language in the FOMC minutes of the December meeting is a bit more hawkish than Despite uncertainty around inflation and the labor market, the bond market,
; X S ) . e o - at the previous meeting. This is not a such a sharp rise compared to the language led by the 2-year Treasury yield, has turned lower. This signals expectations
On September 17 the Federal Reserve cut rates by 25bps. They have shifted from

used by the Fed Chairman at the press conference. But the sentiment is the same that the Fed Funds rate could move toward 3.75% eventually.

an inflation-only focus to balancing inflation with labor market risks. core inflation and the strong labor market don't allow for a dovish stance.

The Fed Communication Index, based on the FOMC press conference, still
scores hawkish. But the trend is clearly moving towards neutral and

closer to dovish territory. Fed Funds Rate
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MR. MARKET IS SAYING... PREPARE FOR A CONSUMER-LED DOWNTURN

United States: S&P 500: Retailing United States: S&P 500: Homebuilding United States: S&P 500: Consumer Prica wnﬂ
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BITCOIN RESERD REVERIARER RATE CUT 2024
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Unreliable Hedge

Bitcoin and U.S. treasury yields are moving in opposite directions

W Correlation{USGGT10Y Index,PRO0S,120,0) (XBTUSD BGN) -0.0792
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the Volcker years: unemployment, inflation, and interest rates
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Graph shows the federal funds rate, the interest rate at which banks lend each other money
overnight, the most sensitive indicator of Fed policy; the inflation rate, the yearly change in
the consumer price index; and the unemployment rate. The first two are graphed on the left
scale; unemployment is on the right.
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Interest rates, wage growth and inflation have come down since Volcker

M Freddie Mac U.5. national average 30-year fixed mortgage rate
®U.S, average hourly earnjngs (vear-over-year change) on 11/30/19
W U.S. consumer price index, (year-over-year change) on 10/31/19
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2000 = 100)

With the onset of the 2007-2008
Great Recession, the Fed, led by
Fed Chairman Ben Bernanke (2006-
2014), lowered its target interest
rate (the federal funds rate) to a
range of 0.00-0.25 percent. This
was done with 7 rate cuts during
2008, after several in 2007.

P

Consider the aggregate demand-aggregate supply diagram below, which represents the
macroeconomy. Suppose the market is initially at an equilibrium at point A. What effect wil
the Fed's actions have on this economy?
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