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Economic Update

 Federal Open Market Committee (FOMC)
• The Fed has taken a wide range of aggressive actions to help stabilize and provide liquidity to the  financial 

markets, including rate cuts, lending facilities, and quantitative easing. The Fed intends to remain highly 
accommodative until their goals of maximum employment and higher inflation are achieved and has 
signaled that the fed funds rate may remain unchanged at 0.0% – 0.25% until at least 2023. 

 Fiscal Stimulus
• In March, President Biden signed a $1.9 trillion fiscal relief plan, bringing the total amount of pandemic-

related fiscal relief legislation in the last year to about $5.5 trillion.  The administration also unveiled a $2.3 
trillion infrastructure spending proposal.

 Labor Markets
• The unemployment rate has steadily declined to 6.0% from the peak of 14.8% last April, but over 8 million 

people remain unemployed. We believe the latest fiscal stimulus and vaccine rollouts will improve labor 
markets and promote economic recovery.

 Inflation
• The Personal Consumption Expenditures (PCE) Index rose 1.6% year-over-year in February.  Core PCE 

(excluding food and energy), which is the Fed’s primary inflation gauge, was up 1.4% over the same period 
and remains below the Fed's 2.0% target. The pandemic has been deflationary, but inflation is expected to 
rise moderately with reopening later this year.

 Economic Growth
• The consensus forecast for US Gross Domestic Product (GDP) growth in 2021 is 5.7% (the strongest growth 

since 1984), following a 3.5% decline in 2020.  An accelerating vaccine rollout along with robust fiscal and 
monetary support should fuel economic growth for the remainder of the year.
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Bond Yields
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Source: Bloomberg Source: Bloomberg

The treasury yield curve is much steeper relative to this time last year. The 3-month T-bill yield is about four basis points lower, and the 2-year
Treasury yield is about four basis points higher, while the 10-Year Treasury yield is about 83 basis points higher, year-over-year, as of March
month-end. Yields declined precipitously in March 2020, with the Fed cutting rates by a total of 150 basis points and a flight to safe-haven
assets driving down yields across the curve. Since late 2020, longer-term yields have been rising and the yield curve has steepened. The Fed
has signaled plans to keep the front end of the Treasury yield curve anchored near zero until at least 2023.



Term Spreads
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Source: Bloomberg

Yield curve steepening as a result of:
 Economic recovery
 Record issuance by the US Treasury to fund unprecedented deficits
 WAM extension of issuance
 Increasing inflation expectations
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March Federal Reserve Projections
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Percent

Variable 
Median

2021 2022 2023 Longer Run

Change in real GDP
December projection

6.5
4.2

3.3
3.2

2.2
2.4

1.8
1.8

Unemployment rate
December projection

4.5
5.0

3.9
4.2

3.5
3.7

4.0
4.1

PCE inflation
December projection

2.4
1.8

2.0
1.9

2.1
2.0

2.0
2.0

Core PCE inflation
December projection

2.2
1.8

2.0
1.9

2.1
2.0

Memo: Projected
appropriate policy path

Federal funds rate
December projection

0.1
0.1

0.1
0.1

0.1
0.1

2.5
2.5

Source: Federal Reserve



10-Year Breakeven on the Rise

Source: Bloomberg
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Historic Increase in the Money Supply
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Source: Bloomberg



Velocity of Money

Source: Bloomberg
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 Vaccines and economic reopening could increase the velocity of money
 An increase in the velocity of money combined with a historic increase in the money supply could 

lead to an increase in inflation



Disclosures
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Chandler Asset Management, Inc. (“Chandler”) is an SEC registered investment adviser. 

For additional information about our firm, please see our current disclosures (Form ADV). To obtain a 
copy of our current disclosures, you may contact your client service representative by calling the number 
on the front of this statement or you may visit our website at www.chandlerasset.com.

The information herein is provided for informational purposes only and should not be construed as 
specific investment or legal advice. The information contained herein was obtained from sources 
believed to be reliable as of the date of publication but may become outdated or superseded at any time 
without notice. Any opinions or views expressed are based on current market conditions and are subject 
to change. This report may contain forecasts and forward-looking statements which are inherently 
limited and should not be relied upon as an indicator of future results. Past performance is not indicative 
of future results. 

This report is not intended to constitute an offer, solicitation, recommendation or advice regarding any 
securities or investment strategy and should not be regarded by recipients as a substitute for the 
exercise of their own judgment. Fixed income investments are subject to interest, credit, and market risk. 
Interest rate risk: the value of fixed income investments will decline as interest rates rise. Credit risk: the 
possibility that the borrower may not be able to repay interest and principal. Low rated bonds generally 
have to pay higher interest rates to attract investors willing to take on greater risk. Market risk: the bond 
market in general could decline due to economic conditions, especially during periods of rising interest 
rates.
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