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While the Federal Open Market Committee (FOMC) kept the range for the federal funds rate unchanged at
2.25%-2.50% during its March meeting, their forward-looking statements were more dovish than anticipated
with the Committee downgrading expectations for the economy, lowering its rates outlook, and ending its
balance sheet normalization sooner than expected.
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FOMC Meeting Summary
•
•

•

•

•

Monetary Policy Decisions
o Unanimously voted to maintain the target range for the fed funds rate at 2.25%-2.50%
o Kept the interest on excess reserves unchanged at 2.4%
Rates Outlook
o FOMC member consensus projects there will now be no rate hikes in 2019, versus the two that
were expected at the December meeting. As a result, the median fed funds rate forecast for 2019
dropped to 2.4% from 2.9%
o Median rate forecasts indicate the Fed believes there will be one additional hike in 2020, bringing
the median fed funds rate projection to 2.6%
o The median of the longer-run neutral rate remained unchanged at 2.8%
o Fed noted in light of global economic and financial developments and muted inflation pressures,
the Committee will be patient as it determines what future adjustments to the federal funds rate
are appropriate
Assessment of Economic Conditions
o Chair Powell stated that while the labor market remains strong, growth of economic activity has
slowed in the first quarter due to a number of factors including international headwinds
o GDP projections were revised downward from the FOMC’s December meeting, with 2019
projections now at 2.1% from 2.3%
o Unemployment rate for 2019 was revised to 3.7%, up from 3.5% at the FOMC’s December
meeting
o Core inflation remains around the FOMC’s 2% target, and is expected to be 2.0% in 2019 and
remain at target levels through 2021
Balance Sheet Normalization
o Fed announced it will slow its reduction of its holdings of Treasury securities by reducing the cap
on monthly redemptions from the current level of $30B to $15B beginning in May 2019
o Fed will end the reduction of its aggregate securities holdings in the System Open Market Account
(SOMA) at the end of September 2019
Market Reaction
o Treasuries rallied substantially after the FOMC announcement with yields on U.S. Treasuries (2year, 5-year, and 10-year) all falling 8-10 basis points

Please reach out to your Morgan Stanley Investment Management Relationship Manager with any
questions, or visit www.morganstanley.com/liquidity for more information.
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Source: FOMC March 20, 2019 Statement.
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IMPORTANT INFORMATION
This material is a general communication, which is not
impartial and all information provided has been prepared
solely for informational and educational purposes and does
not constitute an offer or a recommendation to buy or sell any
particular security or to adopt any specific investment
strategy. The information herein has not been based on a
consideration of any individual investor circumstances and is
not investment advice, nor should it be construed in any way
as tax, accounting, legal or regulatory advice. To that end,
investors should seek independent legal and financial advice,
including advice as to tax consequences, before making any
investment decision.
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Please consider the investment objectives,
risks, charges and expenses of the portfolios
carefully before investing. The prospectus
contains this and other information about the
portfolios. To obtain a prospectus, download
one at morganstanley.com/liquidity or call
1.800.236.0992. Please read the prospectus
carefully before investing.
The views and opinions are those of the author as of the date
of publication and are subject to change at any time due to
market or economic conditions and may not necessarily come
to pass. Furthermore, the views will not be updated or
otherwise revised to reflect information that subsequently
becomes available or circumstances existing, or changes
occurring, after the date of publication. The views expressed
do not reflect the opinions of all portfolio managers at Morgan
Stanley Investment Management (MSIM) or the views of the
firm as a whole, and may not be reflected in all the strategies
and products that the Firm offers.
Certain information herein is based on data obtained from
third party sources believed to be reliable. However, we have
not verified this information, and we make no representations
whatsoever as to its accuracy or completeness.
Forecasts and/or estimates provided herein are subject to
change and may not actually come to pass. Information
regarding expected market returns and market outlooks is
based on the research, analysis and opinions of the authors.
These conclusions are speculative in nature, may not come to
pass and are not intended to predict the future performance of
any specific Morgan Stanley Investment Management
product.
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