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ICBA Securities Announcement & Welcome Jim Reber!
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Economic Conditions & Federal Reserve Policy Outlook
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The last time the terminal rate was 3.0%:
1993

Source: Bloomberg

Stagflation? Slow Growth, Weak Employment & Red Hot Inflation
o GDP grew 1.6% in Q1, while job growth has collapsed to a 5-year low
o The War in Iran pushed oil to $100/brl and inflation is spiking
o The Fed will be unwilling to cut rates this year despite slowing growth and weak 

employment as inflation is expected to rise sharply in the near-term

Employment
o There has been a marked slowdown in both the supply of and demand for labor
o The economy has lost jobs in 5 out of the last 11 months
o But labor force participation has fallen 0.7% since November, keeping the 

unemployment rate relatively steady

Inflation
o Headline CPI = 3.8%, Core CPI = 2.8%
o NY Fed 1-Year Inflation Expectation: 3.6%
o 10yr Breakeven Inflation = 2.5%

Federal Reserve Monetary Policy
o The Fed remains divided between those that see employment as the greatest 

risk and those that see inflation as the greatest risk so the Fed will most likely be 
on hold indefinitely and assess the incoming data.

o March FOMC: “The implications of developments in the Middle East for the U.S. 
economy are uncertain.”

o Mar Dot Plot shows 25bp rate cut in 2026, 25bp in 2027
o Market is now pricing in 1 rate hike

3mo Average 
Job Growth

PCE Inflation



A Fed in Transition
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The last time the terminal rate was 3.0%:
1993

Who leads the Fed shapes how it balances its dual mandate.

Jerome Powell
F O R M E R  F E D  C H A I R

• Data-dependent, gradual approach to rate 
decisions

• Prioritizes Fed credibility and institutional stability
• Cautious on rate cuts while inflation remains 

above 2% PCE target
• Prefers to see sustained disinflation before easing
• September 2024: began cutting — reversed course 

as inflation re-emerged
• First Chair to remain on the board since 1948.

Kevin Warsh
N E W  F E D  C H A I R M A N

• Favors faster, more decisive policy moves
• Markets-forward lens — believes Fed acts too 

slowly
• Critic of prolonged accommodative stance post-

GFC
• Would likely prioritize price stability over 

employment in current environment
• Appointment would signal a more hawkish Fed 

posture

VS

Kevin Warsh



The Board’s Role



Interest Rate Risk



Liquidity Risk



Credit Risk



Thank you!

Dale Sheller
Managing Director
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Disclaimer
INTENDED FOR USE BY INSTITUTIONAL INVESTORS ONLY. Any data 
provided herein is for informational purposes only and is intended 
solely for the private use of the reader. Although information 
contained herein is believed to be from reliable sources, The Baker 
Group LP does not guarantee its completeness or accuracy.

Opinions constitute our judgment and are subject to change 
without notice. The instruments and strategies discussed here my 
fluctuate in price or value and may not be suitable for all investors; 
any doubt should be discussed with a Baker representative. Past 
performance is not indicative of future results. Changes in rates 
may have an adverse effect on the value of investments. This 
material is not intended as an offer or solicitation for the purchase 
or sale of any financial instruments.
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