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Economic Activity Actual/Forecasts
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Inflation Expectations
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GDP Growth prior to First Rate Hike
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  A History of Interest Rates
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Presenter
Presentation Notes
1st - Now that we have a good handle on the advantages of a flexible and well diversified investment portfolio and understand the importance of cash flow in determining our maturity ladder, let’s review general market conditions.



   

 
 

 

 

Yield Curve - 2015
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Implied Forward Rates
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30 Years of Falling Interest Rates
 

30 years of falling rates 

Source: Bloomberg 

8 

Presenter
Presentation Notes
1st - In using the 10yr Treasury as a benchmark, throughout the past 3 decades, the fixed income market place has been in a declining interest rate environment.  The Fed’s response to the credit crisis in 2008 and 2009 have probably kept rates artificially low for longer than most expected.



  

 
 

 

History of Interest Rates
 

Source: Bloomberg 
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Presenter
Presentation Notes
1st - Although the entire yield curve has shifted downward dramatically within the past 6 yrs, the shape of the curve has changed.  The short end of the curve is currently anchored near zero due to current Fed policy, while there appears to be some steepness in the curve just past 3 yrs.



  

 
 

     
 

History of Interest Rates
 

How Long Can Low Interest
 
Rates Persist?
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Presenter
Presentation Notes
2nd - Although its been about 30 yrs since the last peak in interest rates, is there a chance rates remain low for an extended period of time?



   

 
 

 

Fed Funds Rate Probability
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Presentation Notes
1st - Although the entire yield curve has shifted downward dramatically within the past 6 yrs, the shape of the curve has changed.  The short end of the curve is currently anchored near zero due to current Fed policy, while there appears to be some steepness in the curve just past 3 yrs.



  

 
 

 

  

 

  

Japan’s 10-year Government Note
 

The Lost Decade(s)The Lost Decade(s) 
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Presenter
Presentation Notes
1st - There is anecdotal evidence that we may be in for a longer period of low interest rates.  Let’s take a look at the situation in Japan in what is commonly known as the Lost Decade.  Based upon the current environment experienced in that country, it appears the US may still be in the early stages of a prolonged low rate environment.  So what is an investor to do?



  

 
 

 

Global Rate Environment
 

Source: Bloomberg 
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Presenter
Presentation Notes
1st - There is anecdotal evidence that we may be in for a longer period of low interest rates.  Let’s take a look at the situation in Japan in what is commonly known as the Lost Decade.  Based upon the current environment experienced in that country, it appears the US may still be in the early stages of a prolonged low rate environment.  So what is an investor to do?



 

 
 
 

   
   

 
 

 

Conclusion
 

If I think rates will rise soon, should I just 
stay very liquid so we can re-invest at 

higher rates? 
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Conclusion 
Opportunity Cost – Waiting to Invest 
If I wait in money market funds, at what yield do I need to invest 
in the future? 

• Investment assumptions:  Amount = $1,000,000  Maturity = 5 Years 
• Interest rate assumptions: LAIF = 0.25% Alternative = 1.80% 
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 Thank You!
 
The information in this document has been obtained from sources we believe to be reliable, however, we do not 
guarantee it is accurate or complete. This document is not and should not be construed as an offer or solicitation of 
an offer to buy or sell any security or securities. From time to time officers, employees of the firm, or the firm itself 
holds a position in the securities referred herein, or acts as principal in transactions referred to herein. This 
information is subject to change without notice. First Empire Securities, Inc., Member FINRA/SIPC. 
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