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History of the Federal Reserve






Federal Reserve Act of 1913 AR weeper

» Created the Federal Reserve
System, or “the Fed”
- To provide the U.S. with a safe,

flexible, and stable monetary
and financial system.

* The Fed is composed of 12
regional Federal Reserve
Banks that are each
responsible for a specific
geographic area of the U.S.

SOURCE; WIKIPEDIA.ORG
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BANKING ACTS OF 1933 AND 1935




Federal Open Market Committee (FOMC) ‘& "**""

- Established by the Banking Act of
1935 following the Great Depression

HOW DOES
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BOARD OF |
GOVERNORS

VOTES EVERY YEAR

hum. QDB BB 12

VOTES EVERY YEAR VOTES IN ALTERNATING YEARS

* Responsible for setting monetary
policy by directing open market
operations

+ 8 scheduled two-day meetings
- Additional meetings may be called if needed
- Quarterly press conference ‘
- Quarterly update of projections

BOARD OF GOVERNORS PREPARED BY THE FEDERAL RESERVE BANK OF CHICAGO / SSav)

& :
REGIONAL PRESIDENTS ~ FEDERALRESERVE GOV/FOME  \ NS ‘ | ‘,‘:—‘



The Federal Reserve Reform Act of 1977 and AL meeper
The Full Employment and Balanced Growth Act of 1978

MANDATES
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FULL STABLE PRICES MODERATE
EMPLOYMENT LONG-TERM
INTEREST RATES




MONETARY POLICY
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NON-TRADITIONAL
TRADITIONAL TOOLS TOOLS

TARGET FED
FUNDS RATE

RESERVE
REQUIREMENTS

DISCOUNT
WINDOW
LENDING

LARGE SCALE
ASSET
PURCHASES

FORWARD
GUIDANCE

SOURCE: WWW.FEDERALRESERVE.GOV
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Inflation



When was the
first period of
recorded inflation?
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TOILET PAPERONL Y

TO BE USED IN THIS TOILET
NO CARDBOARD
NO CLOTH
NO ZIM DOLLARS .l
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RATE OF INFLATION
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SOURCE: USINFLATIONCALCULATOR.COM/ RATES OF INFLATION ARE CALCULATED USING THE CURRENT CONSUMER PRICE INDEX PUBLISHED MONTHLY BY THE BUREAU OF
LABOR STATISTICS (BLS)
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Effective Federal Funds Rate A0 MEEDER
1974-1984

FRED /) — Effective Federal Funds Rate 220/0
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1975 1976 1977 1978 1979 1980 1981 1982 1983
U.S. recessions are shaded; the most recent

end date is undecided. Source: Board of Governors of the Federal Reserve System (US) fred.stlouisfed.org



MORTGAGE RATES

PAYMENT PER
RATES $100,000
February 1972 7.32% $687

February 1982 17.60% $1,474

SOURCE: FREDDIEMAC.COM
MORTGAGE PAYMENT BASED ON 30-YEAR FIXED RATE
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Where are we today?



Elevated Inflation ¢ MEEDER
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Consumer Price Index: Year over Year

8.00
6.00

4.00

Percent

11'\“”

4

/

2.00
||I|||..

-2.00

’\ LA QA ’\»(\,g;,{b,gb,gb,gb,gp@ @@@qqoqpqlo ooqloq;\ ’\Q;\q;\ ’\ci\(ﬁ/%‘b%‘?/(ﬁ/%‘?/
S ol & F WV F Y Y e $ W Y Y

9
mmm Services (Ex Food & Energy) = Goods (Ex Food & Energy) @ mmmFood wmmEnergy =——Headline YoY% =—=Core YoY%
SOURCE: BLOOMBERG 11/10/2022

28



Factors contributing to today’s inflation environment AQ meeper
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Supply chain  Stimulus Pent up demand for

disruptions programs goods & services




Fed’s Evolving Rate Plans A0 mEEDER

Fed’s Rate Outlook Evolved Amid Persistent Inflation Pressures And A Faster Decline In
Unemployment

Fed Rate Projections (Median) By Meeting
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Fastest Rate Hiking Cycle A0 mEEDER

The current hiking cycle has been faster than each of the cycles since 1983

SOURCE: BLOOMBERG
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Investment Opportunities



Should | wait for
rates to rise before
Investing longer term?



US Treasury Yield Curves
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Yield curve
reflects Fed’s
guidance on faster
pace of rate hikes

Shape of the curve
has flattened due
to increased risk
of recession

Yield curve
inversion as 2-year
to 10-year spreads
are negative
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What if | want to take
advantage of current

opportunities but have
NO upcoming maturities
or new cash?



.
Security Swap

Sell Existing Purchase New

Proceeds

Security Security

REASONS TO SWAP SECURITIES

Adjust portfolio duration Increase portfolio earnings

Realize capital gains Purchase additional future value
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Cycle of emotions
Behavioral finance

Euphoria

Anxiety
Optimism

Panic
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Despair

/QQ MEEDER

Optimism

Hope



Questions?
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DISCLOSURE

Meeder Public Funds, Inc. a wholly owned subsidiary of Meeder Investment Management, a registered investment
adviser with the Securities and Exchange Commission (SEC) under the Investment Advisers Act of 1940. The
opinions expressed in this presentation are those of Meeder Investment Management as of 10/03/2022. The
material presented has been derived from sources considered to be reliable, but the accuracy and completeness
cannot be guaranteed.

Any rates and yields shown are for illustrative purposes only. Any securities shown are for illustrative purposes only
and should not be assumed to be eligible investments for your entity. You should review any investment’s eligibility
based on state statute and your entity’s investment policy.

Past performance does not guarantee future results. Opinions and forecasts are all subject to change at any time,
based on market and other conditions, and should not be construed as a recommendation of any specific security.
Investing in securities involves inherent risks, including the risk that you can lose the value of your investment. There
is no assurance that the investment process will consistently lead to successful results. The investment return and
principal value of an investment will fluctuate so an investor’s shares or units, when redeemed, may be worth more or
less than their original cost.
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