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BI RATES <GO>

BI Macro Briefing
Every Monday at 8:30am EST 
Dial-in: 

U.S. +1-212-617-1400
EMEA +44 20 3525 1400
APAC +81 3 3201 2325 
PIN: 21739575

Cross-Asset Strategy Webinar

Macro Matters Podcast

Join our email distribution list for 
summaries and updates.
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Today’s Agenda

• Macro Outlook

• Front End and Monetary Policy

• Yield Scorecard and Forecasts

• Some Interesting Charts
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Macro Outlook
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* Source: Bloomberg, G #BI 14657

Industrial Production & Leading Indicators
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* Source: Bloomberg, G #BI 14047

Consumer Confidence & Retail Sales
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ISM New Orders, ISM Employment Consumer Expectations and Building Permits

* Source: Bloomberg, G #BI 20119
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* Source: Bloomberg, G #BI 11145

Labor Income Growth Healthy



9

* Source: Bloomberg, G #BI 17746

Consumer Prices Bottoming?
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* Source: Bloomberg, G #BI 19260

Global Situation Worrying… But Turning?
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Effective Money Growth

* Source: Bloomberg, G #BI 14504
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Conducting Monetary Policy in Post-QT World
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Fed Is Currently Right In the Middle

* Source: Bloomberg Intelligence
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1990s Policy Tweaks Tended to Be Market Driven

* Source: Bloomberg, G #BI 20396
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Lower Short Term Debt Means Longer Policy Lag

* Source: Bloomberg, G #BI 19931
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Fed Balance Sheet Size Upon QT End & Reserves

* Source: Bloomberg Intelligence, Federal Reserve
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Currency Increase Means Reserves Fall Further

* Source: Bloomberg Intelligence
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Funds Creeping Up, Now Above IOER

* Source: Bloomberg Intelligence, Federal Reserve, G #BI 17982
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FHLBs Not Selling Fed Funds Puts Upward Pressure

* Source: Bloomberg Intelligence, Federal Reserve, G #BI 20404



20

Post-Crisis Federal Funds Volatility Low

* Source: Bloomberg, G #BI 16013



21

Pre-Crisis Fed Operations Unrealistic Given 
Sizes – Repo Facility Coming?

* Source: Bloomberg, G #BI 19924
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Who is Who On The 2019 Dot Plot

* Source: Bloomberg Economics
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Yields, Scorecard and Models



24

Market Pricing for Cuts

* Source: Bloomberg Intelligence
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10-Year Fundamental Model

* Source: Bloomberg Intelligence
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10-Year Real Yield Model

* Source: Bloomberg Intelligence
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Breakevens and Real Yields

* Source: Bloomberg Intelligence, G #BI 13000
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BI Term Premium Model vs. Curve and ACM Model

* Source: Bloomberg Intelligence
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Treasury Yield Scorecard

* Source: Bloomberg Intelligence
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BI Scenario for U.S. Treasury Yields & Consensus

* Scenario reflect the base case view of the Bloomberg U.S. Interest Rate Strategy team
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Interesting Charts
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Another Normalization – Fed Statement vs. Balance Sheet

* Source: Bloomberg Intelligence, Federal Reserve
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Fed Mortgage Coupon Holdings Below Market (as of 4/3/19)

* Source: Bloomberg Intelligence, Federal Reserve
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Fed MBS Holdings Weighted Average Life

* Source: Bloomberg Intelligence
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4% Coupon Prepays Accelerate on Rates Below 3.75%

* Source: Bloomberg
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Mortgage Runoff vs. MBS Basis to Treasuries

* Source: Bloomberg, G #BI 19621
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Securities Reinvested Jump When QT Ends

* Source: Bloomberg Intelligence, Federal Reserve
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10-Year TIPS Real Yields Lead Changes in GDP Forecasts

* Source: Bloomberg, G #BI 7567
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Real Yields and Breakevens Taking Turns Piloting Yields

* Source: Bloomberg, G #BI 8488
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Curve Inversion Usually Stops as Yields Peak

* Source: Bloomberg, G #BI 13297
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Curve Inversion Signal Sometimes False or Very Early

* Source: Bloomberg, G #BI 20069
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Income Inequality and Political Partisanship

* Source: Bloomberg Intelligence, voteview.com, World Income Database
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Money Runs Out Aug. 26 If Debt Ceiling Not Raised

* Source: Bloomberg Intelligence
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Deficits Appear to Be Party Agnostic

* Source: Bloomberg Intelligence
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College Cost Growth Dominates

* Source: Bloomberg 
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Households Financing More Education

* Source: Bloomberg* Source: Bloomberg Intelligence, voteview.com, World Income Database
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Demographics Holding Things Back

* Source: Bloomberg Intelligence



48

Global Population Support Ratios

Population Growth vs GDP

* Source: United Nations, Bloomberg Intelligence, G #BI 16660
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Stylized Solow Growth Illustration

* Source: Bloomberg, Bureau of Labor Statistics, U.S. Census Bureau
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Federal Government Mandatory Spending

* Source: Bloomberg, G #BI 16637
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SOFR Volatility Akin to Pre-Crisis Fed Funds

* Source: Bloomberg, G #BI 19153
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Libor Panel Submission Volatility Higher Than Rate

* Source: The Ice, Bloomberg Intelligence
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Libor/OIS Has Followed CP/OIS Spread

* Source: Bloomberg, G #BI 13742
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Libor Panel Bank CDS

* Source: Bloomberg, G #BI 14145
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Libor/OIS Fair Value Model

* Source: Bloomberg Intelligence
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Secured Overnight Financing Rate (SOFR)

* Source: Bloomberg, G #BI 14382
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SOFR vs. Libor

* Source: Bloomberg, G #BI 16954
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Aggregate SOFR Issuance: $82.7bn As of 4/25/19

* Source: Bloomberg
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Supply/Demand
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Taxes and Budget Deficit

* Source: Bloomberg, G #BI 11174
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Funding Needs and Cash Balance

* Source: Bloomberg Intelligence
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Average Bid/Cover Ratio

* Source: Bloomberg, G #BI 14349
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2-year Note Auction Stats

* Source: Bloomberg, G #BI 13550
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5-year Bond Auction Stats

• Source: Bloomberg, G #BI 13556
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Investment Funds Largest Buyer at Treasury Auctions

* Source: Bloomberg Intelligence, Treasury Department
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Foreign Official vs. Private Flows into Treasuries

* Source: Bloomberg Intelligence, G #BI 7829



67

Detrended Foreign Holdings vs. Yield Change

* Source: Bloomberg Intelligence, 
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Global Economic Momentum Drives Overseas Demand

* Source: Bloomberg Intelligence, Treasury Department, JPMorgan
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Treasury Coupon Sizes Have Temporarily Stabilized

* Source: Bloomberg Intelligence, Treasury Department
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Disclaimer
The data included in these materials are for illustrative purposes only. 
The BLOOMBERG TERMINAL service and Bloomberg data products 
(the “Services”) are owned and distributed by Bloomberg Finance L.P. 
(“BFLP”) except (i) in Argentina, Australia and certain jurisdictions in the 
Pacific islands, Bermuda, China, India, Japan, Korea and New Zealand, 
where Bloomberg L.P. and its subsidiaries (“BLP”) distribute these 
products, and (ii) in Singapore and the jurisdictions serviced by 
Bloomberg’s Singapore office, where a subsidiary of BFLP distributes 
these products. BLP provides BFLP and its subsidiaries with global 
marketing and operational support and service. Certain features, 
functions, products and services are available only to sophisticated 
investors and only where permitted. BFLP, BLP and their affiliates do not 
guarantee the accuracy of prices or other information in the Services. 
Nothing in the Services shall constitute or be construed as an offering of 
financial instruments by BFLP, BLP or their affiliates, or as investment 
advice or recommendations by BFLP, BLP or their affiliates of an 
investment strategy or whether or not to “buy”, “sell” or “hold” an 
investment. Information available via the Services should not be 
considered as information sufficient upon which to base an investment 
decision. The following are trademarks and service marks of BFLP, a 
Delaware limited partnership, or its subsidiaries: BLOOMBERG, 
BLOOMBERG ANYWHERE, BLOOMBERG MARKETS, BLOOMBERG 
NEWS, BLOOMBERG PROFESSIONAL, BLOOMBERG TERMINAL and 
BLOOMBERG.COM. Absence of any trademark or service mark from this 
list does not waive Bloomberg’s intellectual property rights in that name, 
mark or logo. All rights reserved. © 2019 Bloomberg.

Bloomberg Intelligence is a service provided by Bloomberg Finance 
L.P. and its affiliates. Bloomberg Intelligence shall not constitute, nor 
be construed as, investment advice or investment recommendations 
(i.e., recommendations as to whether or not to “buy”, “sell”, “hold”, 
or to enter or not to enter into any other transaction involving any 
specific interest) or a recommendation as to an investment or other 
strategy. No aspect of the Bloomberg Intelligence function is based 
on the consideration of a customer's individual circumstances. 
Bloomberg Intelligence should not be considered as information 
sufficient upon which to base an investment decision.  You should 
determine on your own whether you agree with Bloomberg 
Intelligence.
Bloomberg Intelligence is offered where the necessary legal 
clearances have been obtained. Bloomberg Intelligence should not 
be construed as tax or accounting advice or as a service designed 
to facilitate any Bloomberg Intelligence subscriber's compliance with 
its tax, accounting, or other legal obligations. Employees involved in 
Bloomberg Intelligence may hold positions in the securities 
analyzed or discussed on Bloomberg Intelligence.


