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The Longest Bull Market In History
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The round trip in Treasury yields explains the round trip in
stock market valuation
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Effective Fed Funds Rate vs. Neutral(? Interest Rate
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Source: Bloomberg data, Stfel estimates

(1) The neutral nominal rate (red ine) is the rate at which GDP is on-trend with inflation at target. For neutral we use Laubach & Williams (NY Fed, hare) 1-sided estimate of natural rate (Bioomberg
USNREST1) to which we add Core PCE inflation SA y/y% for a neutral nominal rate. We project the neutral rate to the present month using RStudio, with Stifel forecasts for Core PCE (1.6% in
2019E) and real GOP (2.1% in 2019€), the WTI crude of strip ($55 Dec- 2019€), our view of Fed Funds (1.6% Dec-2019E) and import inflation (correlation to CRB RIND, 449 Dec-2019E).
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Percent change, year ago Percent change, year ago
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