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Rising inflation
expectations could
also contribute

to volatility.
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Figure 1: Average Hourly Earnings Point to a Pick-Up in Core Inflation

Recent research supports

our case that wage growth

12 7 and inflation may be poised
to accelerate.
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Source: The LS. Bureau of Labor Statistics (BLS) as of March 31, 2014.
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Figure 2: Less Slack in the Labor Market than Official Figures Suggest

Long-Term Unemployment Rate (> 27 Weeks)
Short-Term Unemployment Rate (< 27 Weeks)
Long-Term Unemployment Rate Historical Average = 1.4%
== Short-Term Unemployment Rate Historical Average = 4.8%

o

ik}

g

a

E B.0% -

g 7.0% 4

i 6.0% -

o 5.0% 4

2 4.0%

5 3.0%

a 2.0% -

3 1.0% A

s 0.0% T T T T T T 1
S 1986 1990 1994 1998 2002 2006 2010 2014

Source: The LS. Bureau of Labor Statistics (BLS) as of March 31, 2014,




There are many ways to think
about financial stability.
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Figure 3: Fed Voter Views on Using Monetary Policy to Address Financial Stability
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Source: Standish as of April 3, 2014,
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The Fed has already noted
that monetary policy is not
on a “preset course.”



Figure 4: Fixed Income Volatility has Fallen Back Mear Pre-Taper Lows
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Source: Bank of America Merrill Lynch as of March 31, 2014,
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Figure 5: U.5. Corporate Spreads Tend to Tighten When Interest Rates Rise
(Correlation Analysis 36-month rolling)
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Source: Standish as of March 31, 2014.
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Figure 6: Emerging Market Local Debt Valuations Look Attractive
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Source: JP Morgan as of April 3, 2014.
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