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Legal Disclaimer And Risk Disclosure

These materials are for educational and entertainment purposes only and are neither a
solicitation, nor an offer to buy or sell any financial instrument.

All information provided here is the opinion of the authors. The authors, AAII, AAII Income and
Cash Flow SIG leaders and members, make no claim that the information in any of these
presentations is correct. Under no circumstances should any of the information in these
presentations be taken as any kind of investing advice.

The authors, AAIL, AAII Income and Cash Flow SIG leaders and members, will not assume
any responsibility whatsoever for the actions of the reader nor financial losses that may result
from the use or misuse of the information presented.

Economics and markets are not governed by physical laws of the universe.

Patterns in data only serve to weigh probability, they do NOT dictate the future.
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FOMC Meeting December 17 to 18

Federal Reserve Board - Federal Reserve issues FOMC statement

12/18/2024

Fed Funds rate target range reduced to 4.25% to 4.50%, 0.25% lower
Balance sheet reduction (QT) continues at $60B/month, reduced from $95B/month
Summary of Economic Projections (S.E.P.) survey

— GDP growth rate remain low [contrary to market expectation of new administration]

— Unemployment rate slightly higher [labor market cooling]
— PCE inflation reach 2.0% target in 2027 [was anticipated a year earlier]

— Two 0.25% rate cut (four was projected in September, market sold off on the news)

Market now expects short-term interest rate to remain higher for longer

Next meeting 01/29/2025
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Interest Rates, Yield Curve, and QT

01/15/2025

== 10-Year Treasury Constant Maturity Minus 3-Month Treasury Constant Maturity T10Y3M
10-Year Treasury Constant Maturity Minus 2-Year Treasury Constant Maturity Tioyay

2 5 = VT“M o -‘_
P & /NM'ZT'WF W,ﬂ d"; \l‘ﬁ MMW me\wr;;}‘
ety Yield curve )
! normalized JL\ N/ -l_ _'- Fed fund rate is at
e what market thinks

_’— it should be.
l J
_J'_ == Market Yield on U.S. Treasury Securities at 2-Year Constant Maturity, Quoted on an Investment Basis DGSs2

= Effective Federal Funds Rate EFFR

20047 202101 20007 20241 20047 20301 208497 202441 202447 02501 02204 20247 02210 02341 02504 03407 202310 2024401 02404 02447 0240 202501

Quantitative Tightening (QT)
»  Reducing bond holding of $95B/month starting 9/1/2022

/i\ »  Reducing bond holding of $60B/month starting 6/1/2024

»  Asof01/01/2025, reduced 23.14% for target of 28.69%
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Jobs Openings and Labor Turnover Summary (JOLTS)
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Next release
02/04/2024

»  Openings is more than unemployed
workers.

»  Hires and Separations at 2013 level,
hinting labor market is lukewarm.

Number of unemployed persons per job opening
Nov 2024: 0.9
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normalized to healthy level. This
is a good indicator of the tightness of
labor market.
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Employment and Wage Growth
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https://www.atlantafed.org/chcs/wage-growth-tracker
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== Unemployment Rate (left)
== Labor Force Participation Rate (right)
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Next release
02/07/2024

» Labor Participation Rate stable.

»  Unemployment rate rising but still near historical low level.
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== Consumer Price Index for All Urban Consumers: All items in U.S. City Average

Income increase normalizing.
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US Dollar

De-dollarization: What Happens if the Dollar Loses Reserve Status? | Investing | U.S. News (usnews.com) 12/3 1/2024

»  The first U.S. dollar was printed in 1914 after the Federal Reserve Bank was created.
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HIEOISLITE LICHE 18 4 Vol »  The Allies paid the U.S. for supplies using gold during World War I & II, propelling the U.S. to

own most of the gold. 1944 Bretton Woods Agreement established fixed exchange rates and US

would redeem dollar for gold on demand.
»  Deficit spending in the 60’s undermined value of dollar and caused countries to convert dollar

reserves into gold. Nixon was forced to abandon the convertibility of dollars into gold in 1971.
»  In 2022, 59% of all foreign bank reserves were denominated in U.S. dollars.
»  Trump tariff: the exchange rate moves in a direction that tends to offset the impact of the tariff:
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Commodity Futures

ht s https://www.marketwatch.com/investing/futures 12/31/2024
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Inflation — PPI, CPI, PCE

01/15/2025
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ISM, PDP, and GDPNow

https://www.atlantafed.org/cqer/research/gdpnow 01/07/2025
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“Private Domestic Final Purchases, which excludes inventory Latest estimate: 2.7 percent — January 07, 2025

investment, government spending and net exports, and usually

sends a clearer signal on underlying demand” — Jerome Powell \V v/
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Leading Economic Indicator — Recession Signal Whipsaw

US Leading Indicators (conference-board.or

12/19/2024

The LEI increased in November 2024 for the first time in over two years | "m0

With November’s gain, the LEI no longer signals an impending recession
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Q&A

“Markets price the future; economic reports tell the past” — Ken Fisher

“Things that have never happened before happen all the time” — Scott Sagan

Reminder: Information presented are backward-looking for entertainment only.

Convention:
Relevant URLSs are inserted below page title and may be embedded in the page. FRED series IDs are displayed on page. Date of last update is on right side of title bar.
Some charts may have their own last update date.
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