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Inflation

“Inflation has eased, and my FOMC colleagues and I have greater confidence 
that it is on a sustainable path toward 2%”

— Chair Powell, September 30, 2024
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Core PCE Inflation
12-Month % Change, AR 6-Month % Change, AR 3-Month % Change, AR

Fed Target of 2%

Source: BEA, Haver. As of 31 Aug 24
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Change in Total Nonfarm Employment 

Change in Goods-Producing Employment
Change in Private Service-Providing Employment
Change in Government Employment
3-Month Average Change in Total Nonfarm Employment
6-Month Average Change in Total Nonfarm Employment

Source: Bureau of Labor Statistics. As of 31 Aug 24

Employment

“We do not believe that we need to see further cooling in labor market conditions 
to achieve 2% inflation.”

— Chair Powell, September 30, 2024
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Source: Federal Reserve, Haver Analytics. As of 08 Oct 24
There is no assurance that any projection, estimate or forecast will be realized.

US Federal Reserve
Fed now cutting, but by how much?

“Looking forward, if the economy evolves broadly as expected, policy will move 
over time toward a more neutral state.”

— Chair Powell, September 30, 2024
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Secured Overnight Financing Rate 
October 2023 to October 2024

Source: Federal Reserve Bank of St. Louis. As of 09 Oct 24

SOFR Lower, RRP Steady
Front-end rates reset to the new Fed Funds target rate, while Treasury supply, along with modestly higher repo rates, 
may allow RRP levels to trend gradually lower
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Interest Rates Remain Elevated

Market and Fed “Neutral” Rates
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Source: Bloomberg. As of 08 Oct 24

US Treasury Yield Curves 
High volatility over the last few months
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Changes in Prime MMFs & Commercial Paper Supply
Retail Prime MMFs’ growth due to higher rates, Institutional Prime MMFs’ decrease due to regulation

US Commercial Paper OutstandingsUS Institutional & Retail Prime MMFs
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Ultra-Short Bond Funds Stage a Comeback
A representative sample of ultra-short bond funds highlights the opportunity to extend
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Peak Policy Rates Are Historically Good For Fixed-Income Returns 
US Aggregate Index returns after Fed pause

Period Rate Hike Event +6mo +1yr +3yr +5yr
Mar 1988 - Feb 1989 3.25% Savings and Loan Crisis 9.4% 12.9% 12.3% 11.0%
Feb 1994 - Feb 1995 3.00% Bond Market Massacre 8.9% 17.1% 10.2% 7.3%
Jun 1999 - May 2000 1.75% Dot-com Bubble 7.7% 13.7% 11.1% 7.8%
Jun 2004 - Jun 2006 4.25% Housing Bubble 5.4% 6.5% 6.6% 6.6%
Dec 2015 - Dec 2018 2.25% Oil Price Collapse 6.0% 8.8% 5.0% 1.0%
Average 2.90% 7.5% 11.8% 9.0% 8.2%

Mar 2022 - Jul 2023 5.25% Inflation Spike Post COVID-19 1.8% 3.9% - -

Bloomberg U.S. Aggregate Index Returns

Source: Bloomberg. Past performance does not predict future returns.
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Questions & Answers
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Thank you. 
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Risk Disclosure

© Western Asset Management Company, LLC 2024. The information contained in these materials (“the materials”) is intended for the exclusive use of the designated recipient (“the recipient”). This information is proprietary and 
confidential and may contain commercially sensitive information, and may not be copied, reproduced or republished, in whole or in part, without the prior written consent of Western Asset Management Company (“Western Asset”) . 

Past performance does not predict future returns. These materials should not be deemed to be a prediction or projection of future performance.

These materials are intended for investment professionals including professional clients, eligible counterparties, and qualified investors only. 

These materials have been produced for illustrative and informational purposes only. These materials contain Western Asset’s opinions and beliefs as of the date designated on the materials; these views are subject to change and 
may not reflect real-time market developments and investment views. 

Third party data may be used throughout the materials, and this data is believed to be accurate to the best of Western Asset’s knowledge at the time of publication, but cannot be guaranteed. These materials may also contain strategy 
or product awards or rankings from independent third parties or industry publications which are based on unbiased quantitative and/or qualitative information determined independently by each third party or publication. In some cases, 
Western Asset may subscribe to these third party's standard industry services or publications. These standard subscriptions and services are available to all asset managers and do not influence rankings or awards in any way.

Investment strategies or products discussed herein may involve a high degree of risk, including the loss of some or all capital. Investments in any products or strategies described in these materials may be volatile, and investors 
should have the financial ability and willingness to accept such risks. 

Unless otherwise noted, investment performance contained in these materials is reflective of a strategy composite. All other strategy data and information included in these materials reflects a representative portfolio which is an 
account in the composite that Western Asset believes most closely reflects the current portfolio management style of the strategy. Performance is not a consideration in the selection of the representative portfolio. The characteristics 
of the representative portfolio shown may differ from other accounts in the composite. Information regarding the representative portfolio and the other accounts in the composite are available upon request.

Statements in these materials should not be considered investment advice. References, either general or specific, to securities and/or issuers in the materials are for illustrative purposes only and are not intended to be, and should 
not be interpreted as, recommendation to purchase or sell such securities. Employees and/or clients of Western Asset may have a position in the securities or issuers mentioned. 

These materials are not intended to provide, and should not be relied on for, accounting, legal, tax, investment or other advice. The recipient should consult its own counsel, accountant, investment, tax, and any other advisers for this 
advice, including economic risks and merits, related to making an investment with Western Asset. The recipient is responsible for observing the applicable laws and regulations of their country of residence. 

Founded in 1971, Western Asset Management Company is a global fixed-income investment manager with offices in Pasadena, New York, London, Singapore, Tokyo, Melbourne, São Paulo, Hong Kong, and Zürich. Western Asset is 
a wholly owned subsidiary of Franklin Resources, Inc. but operates autonomously. Western Asset is comprised of six legal entities across the globe, each with distinct regional registrations: Western Asset Management Company, 
LLC, a registered Investment Adviser with the Securities and Exchange Commission; Western Asset Management Company Distribuidora de Títulos e Valores Mobiliários Limitada is authorized and regulated by Comissão de Valores
Mobiliários and Brazilian Central Bank; Western Asset Management Company Pty Ltd ABN 41 117 767 923 is the holder of the Australian Financial Services License 303160; Western Asset Management Company Pte. Ltd. Co. Reg. 
No. 200007692R is a holder of a Capital Markets Services License for fund management and regulated by the Monetary Authority of Singapore; Western Asset Management Company Ltd, a registered Financial Instruments Business 
Operator and regulated by the Financial Services Agency of Japan; and Western Asset Management Company Limited is authorised and regulated by the Financial Conduct Authority ("FCA") (FRN 145930). This communication is 
intended for distribution to Professional Clients only if deemed to be a financial promotion in the UK as defined by the FCA. This communication may also be intended for certain EEA countries where Western Asset has been granted 
permission to do so. For the current list of the approved EEA countries please contact Western Asset at +44 (0)20 7422 3000. 

For more information on Western Asset visit our website at www.westernasset.com


