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The addition of 303k jobs in March, surpassing expectations, coupled with upward revisions in previous prints, 
highlights continual job market strength. While average hourly earnings saw solid growth, the unemployment 
rate remained steady at 3.8%.

Atlanta Fed's GDP is tracking at 2.5% in Q1’24 suggests continue economic expansion, albeit trending lower from 
previous quarters.

Inflation concerns persist despite the recent PCE Deflator reading at 2.5% signals progress towards combatting 
inflation but is still above the Fed's target. The solid economic growth and employment situation may limit 
further downward movement in inflation. Core PCE inflation remains a challenge, with Fed Chair Jerome Powell 
characterizing it as "still too high." Powell reiterated the Fed's commitment to maximum employment and price 
stability, indicating a wait-and-see approach.

The FOMC maintained the federal funds rate target range of 5.25%–5.50% during its March 2024 meeting, while 
signaling intent for three 25-basis-point rate cuts in 2024 to address inflation concerns while supporting 
economic growth. Economic growth projections for 2024 were revised upwards, reflecting confidence in a solid 
growth pace. Market reaction to the FOMC meeting was mixed, reflecting anticipation of rate cuts, with futures 
markets now pricing less than a 50% probability of the first rate cut occurring at the June 2024 meeting and a 2-
3 cuts through the end of the year. 

We believe the Fed is in a bind. It wants to lower rates but much of the data doesn’t support it. The Fed is 
content to dismiss strong data as noise, while continuing to emphasize likely cuts. It may very well be proven 
right in the long term. The Fed’s clear bias to ease despite inflationary trends – sticky shelter inflation, still 
elevated wage inflation, and goods deflation fading – implies that the Fed is willing to tolerate some above-
target inflation. 

Fed easing helps the budget deficit in two ways: lower short-term T-bill rates and rates the Fed pays to banks on 
excess reserves. As of March 2024, the Fed reported a net loss of $114 billion for 2023, which is the first annual 
net loss from the Fed in over 100 years, which led to the suspension of remittances to Treasury for the first time 
ever. Let's hope the desire to cut isn’t political in nature.
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Product Views

Rates – We maintain a neutral stance on rates. However, considering the heightened likelihood of increased 
volatility, we recommend that investors consider employing a backup in rates to selectively add duration. Treasury 
yields across the curve are at their highest level since November 2023. In a risk case scenario, various concerning 
factors such as credit and consumer issues could escalate, amplifying the case for extending duration positions 
today. Total Money Market assets have surged to record levels, surpassing $6 trillion. As the possibility of Fed 
easing looms closer, investors should find it advantageous to proactively extend duration in anticipation of lower 
market rates.

Credit – Demand remains robust in the investment-grade sector, with over $150 billion of new supply absorbed in 
March ‘23. However, caution is warranted in this sector. Additionally, current spreads are at the bottom quartile, 
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and while they may tighten further from this 
point, we believe the upside potential is limited.

Securitized - We maintain our preference for 
Agency Mortgage-Backed Securities (MBS) as 
they are poised to act as a buffer in an economic 
downturn. Furthermore, we anticipate tightening 
of spreads if the market stabilizes. Presently, 
OAS levels are closer to median levels compared 
to other spread assets like corporates, which 
currently reside in the bottom quartile. 
Separately, Moody’s and Fitch downgraded 
several Student Loan ABS because of revised 
cash flow modeling assumptions. Avid consumers 
of our publication will note this is an asset class 
that we have been underweight. 
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The following risks could cause the Strategy’s portfolio to lose money or perform more poorly than other investments.

Investments in bonds and other debt securities will change in value based on changes in interest rates. If rates rise, the value of these investments generally 
drops. Some investors may be subject to the Federal Alternative Minimum Tax and to certain state and local taxes.

Investing in fixed income products is subject to certain risks, including interest rate, credit, inflation, call, prepayment, and reinvestment risk. Any fixed-income 
security sold or redeemed prior to maturity may be subject to substantial gain or loss.

DISCLAIMER

This material is not an offer or solicitation for the purchase or sale of any financial instrument in any jurisdiction, nor is it a commitment by Academy Asset 
Management or any of its subsidiaries (collectively “AAM”) to enter into any transaction referenced herein. All information provided by AAM herein is indicative, 
is based on certain assumptions and current market conditions and is subject to change without notice. Accordingly, no reliance should be placed on the 
information herein. In deciding whether to enter into any transaction or strategy referenced herein, the recipient should rely solely on the final documentation 
which will contain the definitive terms and conditions relating to any referenced transaction or strategy. 

These materials have been provided for illustrative purposes only and should not be relied upon by you in evaluating the merits of investing in any securities or 
strategies mentioned herein. Past performance is not a guide to the future. Any forecasts, opinions, and statements of financial market trends expressed are 
AAM’s own at the date of this document and may be subject to change without notice. Any research in this document has been obtained and may have been 
acted upon by AAM for its own purpose. The results of such research are being made available as additional information only and do not constitute investment 
advice. The value of investments and the income from them may fluctuate in accordance with market conditions and taxation agreements and investors may 
not get back the full amount invested. Both past performance and yield may not be a reliable guide to current and future performance. Changes in exchange 
rates may have an adverse effect on the value, price or income of the product or underlying overseas investments. AAM makes no representation or warranty 
regarding the accuracy or completeness of the information herein. AAM is not an advisor to any person who receives information on any referenced 
transaction. 

The recipient must make an independent assessment of legal, credit, tax, regulatory, and accounting issues and determine with its own professional advisors 
any suitability or appropriateness implications of any transaction referenced herein in the context of its particular circumstances. AAM assumes no 
responsibility or liability whatsoever to any person in respect of such matters. AAM, or any connected or associated person, may hold long or short positions or 
derivative interest in or act as a market maker in the financial instruments of any issuer referred to herein or act as the underwriter, distributor, advisor, or 
lender to any such issuer. AAM may conduct trading activities, including hedging, in connection with any transaction referenced herein which may have an 
adverse impact on the recipient. 
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