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The Phillips curve shows how
inflation and unemploymeant
ralate to each other. Whan
wremployment s low,
amplovers have to pay up to
attract staff, which in turn
pusheas up pricas, Cohvaraely,
high unemployment reduceas
wages and therefore prices,
inflation and unemploymeant
appear inversely related. Note,

& 0 hoavisr, thatthus relies on g
—,_ 200 very machanistic view of the
B econony. The relationship

braaks down i the inflationary
axpactations of workers shift,
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Source: Thomson Reuters Datastream; as of 112015

Since the beginning of the crisis, the Fed has antempiad to
kick-start the economy by boosting aseet pricee. Thiz has
hasn especiaily effactive for anuities, as rsturns on the S&P
500 Index show. Real estate too has mads up much of the
previoushy lost ground.
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#F Nowadays, there is perhaps
atandency 1o exagoerate the
effactiveness of monetary policy [}
The idea that the business cycle can

ke altogether aholished seems o ms
as fanciful as the notion that the law of
supply and demand can be repealed. #4

Wikllam Martin, chaman of e Fodersl Sesena Board,
spanch on Gotobar 18, 1558

Lnnad States (federal funds rate)
Giwver tha declining unamployment and wage
inCTeases & et e aligly mione norral intefes
Fartinss e appropnale b the Fed
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Fast performance is not indicative of future returns. it is not
possibie to invest directly ir an index, Noe assurance can be
given that any forecast ar target will be reached. F = forecast,
Forecasts arn based on sssumptions, astimates, opinions and
hypothetical models or analyses that may prove o be ncomract,
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