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As expected, the Federal Open Market Committee (FOMC) kept the range for the federal funds rate
unchanged at 2.25%-2.50% during its May meeting. While acknowledging inflation over the last few months
has been lower than the Committee anticipated, Federal Reserve (Fed) Chairman Jerome Powell noted the
FOMC believes the recent dip in inflation has been impacted by “transitory factors” and inflation will trend
back towards their 2% target. Chairman Powell reiterated the Fed’s next move could be either a Fed funds
rate hike or cut, depending on data.
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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 Lowered the interest on excess reserves (IOER) by 0.05% to 2.35% from 2.40%
o Chairman Powell noted the decrease in the IOER is a technical adjustment designed to control
overnight rates in the Fed funds market, and should not be viewed as any change to overall
monetary policy
Economic Conditions
o Chairman Powell acknowledged that economic growth and job creation since the Fed’s last
meeting in March has been stronger than anticipated
o Powell also noted international risks have moderated since the beginning of the year, as
evidenced by recent improvement in European and China economic data, a delayed Brexit and
reports of progress in U.S.-China trade negotiations
Inflation Commentary
o The FOMC believes some “transitory factors” may be contributing to lower inflation readings and,
given a strong job market and continued economic growth, inflation should return to its 2% target
PCE inflation for 12-months ended in March 2019: 1.5%
Core PCE inflation for 12-months ended in March 2019: 1.6%
o Transitory factors: Lower prices on portfolio management services, apparel prices and airfare
should dissipate over time
Policy Outlook
o The Fed noted that in light of global economic and financial developments and muted inflation
pressures, the Committee will continue to be “patient” as it decides what future adjustments to the
Fed funds rate are appropriate
o Chairman Powell reiterated the Fed’s next move could be either a Fed funds rate hike or cut
Market Reaction
o After an initial rally, Treasuries sold off throughout the FOMC press conference with yields on U.S.
Treasuries (2-year, 5-year, and 10-year) rising 4-6 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 May 1, 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.

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.

Morgan Stanley Distribution, Inc. serves as the distributor for
the Morgan Stanley Institutional Liquidity Funds and the
Morgan Stanley Investment Adviser Funds.
Morgan Stanley Investment Management is the asset
management division of Morgan Stanley.
NOT FDIC INSURED | OFFER NO BANK GUARANTEE |
MAY LOSE VALUE NOT INSURED BY ANY FEDERAL
GOVERNMENT AGENCY | NOT A BANK DEPOSIT
This communication is not a product of Morgan Stanley’s
Research Department and should not be regarded as a
research recommendation. The information contained herein
has not been prepared in accordance with legal requirements
designed to promote the independence of investment
research and is not subject to any prohibition on dealing
ahead of the dissemination of investment research.

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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