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Sources and Notes: Cetera Investment Management, Federal Reserve Bank of St. Louis, FactSet, Morningstar, U.S. Bureau of Labor Statistics (Monthly Jobs Growth, Unemployment Rate, Labor Force Participation Rate, Consumer Price Index, Core CPI, Producer Price Index, Average Hourly 
Earnings), U.S. Employment and Training Administration (Initial Jobless Claims), Treasury Department (Treasury Yield Curve), Chicago Board Options Exchange (Volatility Index), LME (Copper), The Baltic Exchange (Baltic Dry Index). The color red indicates the data is strengthening and blue 
indicates the data is weakening. The Fed-O-Meter is the opinion of Cetera Investment Management based on interpreting the data in relation to the Federal Reserve's public statements and official releases. It is meant for discussion purposes only. 
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As we enter the next phase of the expansion, the focus will shift from metrics aimed at the initial recovery to metrics the Federal Reserve is looking at to gauge the health

of the economy. Since the Fed’s dual mandate is to keep prices stable and maximize employment, we will focus on labor and inflation metrics, keeping in mind the

broader economic impact as well. We created a Fed Monitor to track some of the data points that will impact the Fed’s decisions to tighten financial conditions.

Additionally, we try to quantify the data and information outside of the dashboard to determine if the Fed is being more dovish than the data, and likely to be more

aggressive in the future, or if they are being hawkish relative to the data, and likely to be more conservative in the future.

The Federal Reserve’s (Fed) FOMC meeting last week concluded with the first 0.75% rate hike in 28 years to address

persistently high inflation, pushing the federal funds rate to a range of 1.50% to 1.75%. The Fed also updated their economic

projections. Compared to their March projections, they expect higher inflation, slightly higher unemployment, and slower

growth by the end of the year.

The Fed is willing to sacrifice economic growth and negatively impact the strong labor market to crush inflation. Fed Chair

Powell didn’t rule out another 0.75% rate hike next month, and the Fed’s rate hike plans are more aggressive through year-

end. In economic projections released last Wednesday, the Fed expects to further raise interest rates to 3.4% by the end of the

year, a sharp increase from their March projection (1.9%).

The high inflation and broader economic volatility have also triggered fears among investors that consumer prices will continue

to climb at an elevated pace during a period of low economic growth, also known as stagflation. Wages have climbed faster

than at any time since the mid-1980s, but inflation has risen so fast that workers have actually been handed a pay cut instead.

While wage growth is beginning to decelerate, headline inflation growth accelerated in May. The Fed is faced with raising rates

aggressively into an environment of slowing growth. We adjusted the Fed-O-Meter, moving it farther to the right. The Fed may

have to re-evaluate their aggressive plans in the coming months, however, if inflationary pressures show signs of easing or if

economic growth slows more than expected.

Fed Monitor Summary
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Disclosures
About Cetera® Investment Management 
Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®.  Cetera Investment Management 
provides market perspectives, portfolio guidance, model management, and other investment advice that can help you advance your business and client 
relationships.

About Cetera Financial Group®

Cetera Financial Group (Cetera) is a leading financial advice firm. It empowers the delivery of an Advice-Centric Experience® to individuals, families and 
businesses across the country through independent financial professionals as well as trusted tax professionals and banks and credit unions. Located at 
655 W. Broadway, 11th Floor, San Diego, CA 92101. 

Comprehensive services include: wealth management solutions, retirement plan solutions, advisory services, practice management support, innovative 
technology, marketing guidance, regulatory support, and market research. 

"Cetera Financial Group" refers to the network of independent retail firms encompassing, among others, Cetera Advisors LLC, Cetera Advisor Networks 
LLC, Cetera Investment Services LLC (marketed as Cetera Financial Institutions or Cetera Investors), Cetera Financial Specialists LLC, and First Allied 
Securities, Inc. All firms are members FINRA/SIPC.

Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and receive transaction-based 
compensation (commissions), Investment Adviser Representatives who offer only investment advisory services and receive fees based on assets, or both 
Registered Representatives and Investment Adviser Representatives, who can offer both types of services.

For more information, visit cetera.com.

Glossary
The Chicago Board Options Exchange (CBOE) Volatility Index, commonly known by its ticker symbol VIX, is a measure of the stock market's 
expectation of volatility implied by S&P 500 index options. The index is calculated and published by the CBOE based on market prices of call and put 
options on the S&P 500 for the next monthly expiration, and the second month expiration of the options. The VIX is a measure of market perceived 
volatility in either direction, and represents the expected range of movement in the S&P 500 index over the next year.

http://www.cetera.com/

