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The Fed Funds Futures market has almost fully priced in three rate hikes by the Fed
in 2018. The Treasury market is also pricing in future moves by the Federal Reserve
as yields have increased considerably over the past two months. Treasuries with
maturities between 2 years and 10 years have increased 30-40 basis points over
this period. The dashed orange line in the chart below indicates where the market
believes the Treasury yield curve will be on 2/1/2019 (Treasury futures). This
Treasury futures yield curve indicates that 2-year to 10-year Treasuries will only
increase by another 3-22 basis points over the next year.
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RECENT NEWS
Strong 4th Quarter Growth

Stronger global economic growth in 2017 aligned with continued positive
domestic developments to help accelerate U.S. growth deep into an economic
recovery which began in 2009. At the same time, rising stock prices are lifting
business and household optimism and spending. Investment in business
equipment expanded at an 11.4% annual rate in the fourth quarter after a 10.8%
growth rate in the third quarter while consumer spending rose at a solid 3.8%
rate in the fourth quarter. Altogether, GDP rose at a 2.6% annual rate in the
fourth quarter and output grew 2.5% in 2017, the highest level in three years. The
Federal Reserve predicts similar GDP growth in 2018 at 2.5%.

Prior /
Event Event Date | Period | Survey | Actual | Revised (R)

Chicago Fed National
Activity Index 01 /22/1 8

Durable Goods Orders
Ex. Transportation 01/26/18 0.6% 0.6%
(MoM)
6.30% | 6.41% | 6.32% (R)

123.1 (R)

S&P Case Shiller 20-

City Home Price Index | 01/30/18
(YoY)

Consumer Confidence | 01/30/18
ISM Manufacturing

Change in Nonfarm

Payrolls

Unemployment i S -



This document was prepared by Prudent Man Advisors, Inc. for clients of the firm and its affiliated PMA entities, as defined below. It is being provided for informational and/or educational
purposes only without regard to any particular user’s investment objectives, financial situation or means. The content of this document is not to be construed as a recommendation, solicitation
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contained in this document has been obtained from third-party sources believed to be reliable, PMA cannot guarantee the accuracy or completeness of such information. It is understood that
EMQ is not responsible for any errors or omissions in the content in this document and the information is being provided to you on an “as is” basis without warranties or representations of any
ind.

Securities, public finance services and institutional brokerage services are offered through PMA Securities, Inc. PMA Securities, Inc. is a broker-dealer and municipal advisor registered with the
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which may be done only after client suitability is reviewed and determined. All investments mentioned herein may have varying levels of risk, and may not be suitable for every investor. PMA
and its employees do not offer tax or legal advice. Individuals and organizations should consult with their own tax and/or legal advisors before making any tax or legal related investment
decisions. Additional information is available upon request.
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