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When it comes to articulating data related to monetary policy outcomes, the FOMC has conveyed an awkwardly varied
set of targets. In mid-2022, then Vice-Chair Lael Brainard articulated the labor market needed to come into “better
balance” before rate hikes would cease. Later in the year, Chair Powell brought “core services ex-shelter” to prominence
in the pursuit of taming inflation. Call them the “intertwined two” guideposts for monetary policy.  

But the question remains—do any of the myriad data points the FOMC has pointed to as guideposts still matter? The
answer is no.

“Nominal wage growth has been easing, and job vacancies have declined.” That was the sole mention of job openings
in the March FOMC press conference. Core services? Not a single mention. The rise and fall of the FOMC’s preferred
data points is rather remarkable.

Unemployed Persons per Job Opening

And you cannot really blame the FOMC for pivoting away from these metrics. As Chair Powell stated in the same press
conference, “As labor market tightness has eased and progress on inflation has continued, the risks to achieving our
employment and inflation goals are moving into better balance.” Better balance with fewer workers than job openings
would be a difficult to reconcile statement of monetary policy.

But it does not matter.

The FOMC infatuation with the intertwined two was short-lived. Both were set aside in favor of the more amorphous
“caution for confidence” strategy. Growth above trend? Check. Strong labor market? Check. Inflation receding? Maybe.

"In the meantime, the economy is strong, the labor market is strong, inflation has come way down, and that gives
us the ability to approach this question carefully and feel more confident that inflation is moving down
sustainably…"

— Powell, March 20, 2024
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In the collective opinion of the FOMC, there is little reason to guide markets to specific data points. As the previous 18
months have shown, it is convenient to be able to strategically drop the “data of the moment” in favor of a more
ambiguous methodology.

And the ambiguous methodology makes sense. Between December 2023 and March 2024, the FOMC’s outlook for inflati
on has become increasingly tilted to the upside with uncertainty remaining elevated. More risk and greater
uncertainty makes injecting vagueness into the monetary policy narrative prudent.

Simply, the FOMC is not going to be pushed by a data point into cutting rates. The intertwined two have been ditched
in favor of further confidence. Luckily, there is a data point for that from the FOMC. And—for those paying attention—it
did not improve in the first quarter of the year. In fact, the FOMC is projecting the quiet thing out loud. Inflation risks are
skewed higher, not lower, from current levels.

That is a reason for caution. Not because the U.S. economy or the labor market is suddenly falling apart. Instead, the lack
of a slowing economy gives the FOMC room to worry singularly about inflation. And, more specifically, their confidence
around inflation returning to target. That confidence? So far, it has been fleeting. The FOMC’s (un)certain framework
should not be ignored.

For the top 10 holdings of USFR please visit the Fund's fund detail page at https://www.wisdomtree.com/investments/etf
s/fixed-income/usfr

For the top 10 holdings of SFIG please visit the Fund's fund detail page at https://www.wisdomtree.com/investments/etf
s/fixed-income/sfig

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.
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+ Inflation: The Last Mile Could Be the Hardest

+ Fed Watch: The Waiting Game Continues

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Federal Open Market Committee (FOMC)  : The branch of the Federal Reserve Board that determines the direction of
monetary policy.

Rate Hike  : refers to an increase in the policy rate set by a central bank. In the U.S., this generally refers to the Federal
Funds Target Rate.

Inflation  : Characterized by rising price levels.

Monetary policy  : Actions of a central bank or other regulatory committee that determine the size and rate of growth of
the money supply, which in turn affects interest rates.
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