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The Monthly Market Outlook publication covers the latest market
developments and a summary of long-term financial market trends
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Latest developments in the

market

US Monetary Conditions

Chicago Fed National Financial Conditions Index
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The US Federal Reserve hiked the Fed Funds rate
by 0.25% to a target range of 1.25% - 1.5%.
Inflation continues to remain below the Fed’s
target of 2% but is expected to stabilize around
2% in the medium term. The US Federal Reserve
has continued to hike rates despite the short-fall
in inflation relative to targets. This could be
attributed to a strong labour market and

FRONTIER o

ADVISORS

Pre GFC Average

monetary conditions that remain
accommodative, despite an ongoing reduction in
its balance sheet and the recent federal rate
increase in December 2017.

Monetary conditions in the US remain
accommodative large due to the reductionin
volatility and funding risk in the financial sector.
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US labour market continues to improve

The labour market in the US continues to
strengthen. Unemployment rate has declined to
4.1% while annual wage growth has stabilised at
2.5%in 2017. Underemployment data has
indicated a strong momentum in the labour
market. The existing data suggest that
underemployment data is below its pre GFC
levels.

Despite the strong indicators of an improving
labour market, there are pockets of weakness
that suggest the labour force has more room to
grow. Employment to population ratio among
25 to 54 year olds remains below the pre GFC
level. This suggests there is additional slack that
is not captured in the headline metrics that are
used to gauge the state of the labour market in
the US.

Employment to Population Ratio (25 to 54 year olds)
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Long-term trends

Asset class yields relative to history

Earnings yields and current yields
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Relative yields (vs bond or cash yield): historical ranges
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Asset class returns: long-term performance

Major asset classes: rolling 10-year returns (% p.a.)
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Asset class returns: long-term returns

Cumulative values (5100 reinvested)
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Source: Datastream, Bloomberg, Frontier. Infra returns are lagged by 4 months

Asset class returns: long-term returns and volatility

Major asset classes: return-risk profile over 20+ year period (% p.a.)
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Level 16, 222 Exhibition Street
Melbourne, Victoria 3000
Tel: +61 3 8648 4300

www.frontieradvisors.com.au

@frontier_adv

Frontier does not warrant the accuracy of any information or projections in this paper and does not undertake to publish
any new information that may become available. While this information is believed to be reliable, no responsibility for
errors or omissions is accepted by Frontier or any director or employee of the company.

The advice in this paper does not take into account investors’ particular objectives, financial situation or needs. Investors
should consider the appropriateness of the contents of this paper in light of these matters and seek individual advice prior
to taking action on any of the issues raised in this paper or making any investment decisions. Investors should obtain and
read the applicable Product Disclosure or Information Statement before making a decision on acquiring any financial
products. Frontier Advisors Pty Ltd does not provide taxation advice and investors should seek their own independent
taxation advice from a registered tax agent.
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