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Gross domestic product grew at an annualized 0.1 percent rate in the first

quarter, the Commerce Department said on April 30.
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1. EHEBMH
Economists expect that the economy added 258,000 new nonfarm payroll jobs in
July, compared with 372,000 in June.

2. HIERR

The U.S. Federal Reserve held interest rates steady on Wednesday but stiffened its
hawkish stance, with another rate increase projected by the end of the year and
monetary policy kept significantly tighter through 2024 than previously expected.

3. BEFEA

ABC Inc. reported second-quarter fiscal 2023 (ended Aug 31, 2022) net earnings
per share of 79 cents, lagging the Zacks Consensus Estimate of $1.40 amid lower-
than-anticipated revenues across all segments.

4. THiZENE
Wall Street ended mixed on Wednesday after a volatile session that saw ABC slump
and other growth stocks also lose ground.
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Keeping a Lid on Rates

It may be tempting to blame the Fed for low rates. However, its role—although powerful—is also
limited to the very short end of the curve; the longer-maturity bond yields are much more market
driven. In addition, the Fed'’s actions are (or should be) made in reaction to economic conditions,
and in relation to its objective to promote full employment and stable prices. If inflation is well
below the Fed'’s policy target sweet spot of 2 percent, it's reasonable to expect the Fed to continue
pursuing policy to reach that objective. After all, although high inflation is an often-cited economic
risk, the absence of inflation (or deflation) can also be damaging.

If we can't fully blame the Fed, something else must be going on with bond prices, particularly
longer-maturity bonds—something that relates to supply and demand. We believe there are
several demand forces working to keep a lid on interest rates, despite the improving conditions
of the past decade.

Demand from Foreign Buyers

In contrast to the impact of post-recession stimulus within the U.S. described above, the
conditions are less rosy in other parts of the world. Europe, in particular, remains on wobbly
ground. Unlike the U.S., where both monetary and fiscal policy tools have been used to reignite
growth, Europe’s strong austerity preference creates a reluctance to use deficit spending. In 2014,
the failure of traditional measures to stimulate growth, combined with a less dynamic economy,
demographic headwinds, and continued weakness in the banking system, led the European
Central Bank (ECB) to embark on an aggressive and daring course.

It reduced short-term policy rates below 0 percent, with follow-on rate decreases moving the
policy rate to negative 0.4 percent, where it stands today. This dramatic action was intended to
provide a jolt to the system—if reserves were penalized with a negative interest rate, banks should
be much more willing to lend.

Hi88:“Diminishing Returns: The Incredible Shrinking Bond Yield” by Sam Kirby, October 24th, 2019 CAPTRUST
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