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York and co-locates with the institutional interest rate coverage team and debt capital markets.  

Before taking his current role, Jason previously worked in Wells Fargo’s Global Rates group as team leader covering the 

bank’s middle market clients in its Central Region.  Most recently Jason served as the senior coverage person for Wells’ 

large corporate healthcare and industrials clients. 

He has 20 years of experience in risk management / derivatives and 26 years of experience in financial services. Jason 

also worked for Barclays Bank and Bank of America, where he worked in interest rate risk management covering clients in 

the healthcare and industrial spaces.  Jason worked for Fidelity Investments for four years in a sales management capacity 

in the company’s asset management division.

Mr. Smith holds a B.A. in Economics and an M.B.A. in Finance, with distinction, both from the University of Michigan.
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What Happened Since Last Year?

Is The Trade War Dragging Us Down?
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Market Drivers and Key Issues

Market Drivers and Key Issues



Key Issues – A Balance of Risk and Positives

A Quick Look Back, and Forward

Issue 2018 Outlook Reality

Interest rates 10Y heading to 

3.00%

The Fed’s rapid 

reversal – hikes?

Energy Oil’s bear market 

halted, heading 

back to $60+

After falling again, 

another uptrend, 

OPEC pressure?

Politics Optimism post-

election 

Fiscal policy lift, but 

expect no more in 

DC, Mueller…

Inflation At target and 

trending higher

At 2%, wages 

trending

Europe ECB to end QE ECB cut off QE,

Italy on the rocks

Risk Assets Looking bubbly Volatility, finally

Wages Biggest jump in a 

decade

Still trending
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2019 2020 2021 Longer Run

Real GDP
2.1%

(-0.2) 

1.9%

(-0.1)
1.8% 1.9%

Unemployment Rate
3.7%

(+0.2)

3.8%

(+0.2)

3.9%

(+0.1)

4.3%

(-0.1)

Core PCE 2.0% 2.0% 2.0% --

Fed Funds
2.375%

(-0.5)

2.625%

(-0.5)

2.625%

(-0.5)
2.75%

US Interest Rate Outlook 

Sources: Citi, Bloomberg

The Fed is Now Projecting Zero Rate Hikes in 2019… …And the Market is Not Pricing Any Hikes Either

Economic Projections of Federal Reserve Board Members and Federal 

Reserve Bank Presidents, March 2019 (End of Year Median Forecasts):

Source: Federal Reserve. Changes are relative to December 2018 forecasts. Fed Funds 

projection is a target range midpoint.

Rate Forecasts March FOMC Meeting Highlights

Fed Funds Upper Bound Current 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20

Citi's Forecast
2.50%

2.50% 2.75% 3.00% 3.00% 3.00% 3.00%

Economists' Consensus 2.50% 2.55% 2.65% 2.75% 2.75% 2.75%

3-Month LIBOR Current 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20

Citi's Forecast
2.61%

3.00% 3.20% 3.20% 3.20% 3.20% 3.20%

Economists’ Consensus 2.62% 2.70% 2.79% 2.86% 2.90% 2.89%

5-Year Treasury Current 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20

Citi’s Forecast 2.34% 2.70% 2.70% 2.70% 2.70% 2.70% 2.70%

10-Year Treasury Current 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20

Citi's Forecast
2.55%

2.85% 2.85% 2.85% 2.85% 2.85% 2.85%

Economists’ Consensus 2.73% 2.83% 2.92% 2.98% 3.01% 3.03%

Citi forecasts as of Feb. 20th, 2019; Bloomberg forecasts as of Mar. 20th, 2019 • In line with market expectations, the FOMC unanimously agreed to leave the 

target range for the Fed Funds rate unchanged at 2.25% - 2.50% 

• There were two major dovish surprises at the March FOMC: (1) the median 

dots now indicate zero rate hikes in 2019, and (2) the pace of balance sheet 

reduction will slow in May, and reduction will end completely in September 

• The downwardly revised 2019 dots, with only 6 members supporting hikes and 

11 members preferring zero, suggest a substantial change in Fed officials’ 

assessment of the near-term neutral level of policy rates

• The Committee’s summary of economic projections reflected lower 

expectations for GDP growth in 2019 and 2020, and higher forecasts of the 

unemployment rate in 2019, 2020, and 2021

• Despite the FOMC statement’s acknowledgement of slowed economic activity, 

Fed Chairman Jerome Powell noted in his press conference that the U.S. 

economy is “in a good place” 

1%
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4%

5%

6%

Current YE 2019 YE 2020 YE 2021 Longer Run

Fed Funds Forward Curve (Current)

Current FOMC Dots

Median FOMC Member Forecast

Citi Forecast
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International Market

Global Economies
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Central Banks Remain the Dominant Force

Balance Sheet  Action in Europe and Japan took the Place of the Fed
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Central Bank Alignment

Federal Reserve European Central Bank
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Trade Overview

Markets Overview



Trade Concerns

Labor Force Falling With Unemployment

• Brexit – Delayed until April / May as the threat of a “no deal” / hard Brexit on 

March 29th is gone.  Current withdrawal deal may still get through, if not a 

“softer” Brexit may come into play w/ extension

• EU Parliamentary elections slated for May 22nd

• Could Brexit be delayed for 2 years?

• NAFTA – Last minute deal reached in 2018 for USMCA (singed, not ratified).

• Provisions cover agricultural produce, labor conditions, digital trade, 

manufactured products (like autos) and others

• Review of others’ trade agreements allowed under Article 22, possibly 

targeting China, has a section on currencies / transparency, sunset clause 

• “It’s really the original NAFTA” – Former US Trade Representative Mickey 

Kantor

• China – tariffs, tariffs, tariffs.  Did I mention tariffs?

• Dispute over intellectual property rights (Chinese laws forcing joint 

ventures), technology and trade secrets

• “Many countries impose a VAT on US goods of 25% or more, so this is 

leveling the playing field

• Total tariffs – USA: $250 billion, China $110 billion
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Brexit Heating Up

Extension Granted…What’s Next?

• The Withdrawal Agreement for a “soft Brexit” deal my Prime Minister Theresa 

May looks less and less likely.  Could May resign?

• "I know there is a desire for a new approach – and new leadership – in the 

second phase of the Brexit negotiations – and I won’t stand in the way of 

that.“

• “I am prepared to leave this job earlier than I intended in order to do what is 

right for our country and our party.”

• Current proposal has been defeated twice

• Immigration issues – Ireland border, rights of EU citizens in the UK, free border

• Business concerns – UK bilateral trade pacts, customs union with the continent
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Depends on who you are talking about….January 2019

Trade Debate – Country by Country View 

Country Exports Imports Total Percent

Mexico 21.9 27.7 49.9 14.8%

China 7.1 41.6 48.7 14.6%

Canada 22.6 23.4 46.0 13.8%

Japan 6.3 11.5 17.9 5.3%

Germany 5.0 10.2 15.2 4.6%

South Korea 3.9 6.9 10.8 3.2%

UK 5.9 4.3 10.1 3.0%

India 2.7 4.9 7.6 2.3%

France 3.2 4.2 7.4 2.2%

Taiwan 2.2 4.6 6.8 2.0%
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Economic Comparison

Growth and expansion south of the border

Country Real GDP Growth Unemployment Inflation CPI YoY 10-Year Yield

2017 2018 2019 2017 2018 2019 2017 2018 2019 2017 2018 2019

United 

States
2.3% 2.9% 2.4% 4.4% 3.9% 3.7% 2.1% 2.5% 1.8% 2.41% 3.14% 2.96%

Canada 3.0% 2.2% 1.5% 6.3% 5.9% 5.8% 1.6% 2.1% 1.7% 2.04% 2.69% 2.32%

Mexico 2.0% 2.0% 1.7% 3.4% 3.3% 3.6% 6.0% 4.9% 4.0% 7.66% 8.66% 8.00%
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Trade Debate – State by State View

Depends on where you live…..

IL #5 in dollar terms
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Illinois Trade

How Does it Come Home to Sweet Home Chicago?

• Top exports from Illinois-

• Light oils

• Soybeans

• Medicines

• Machinery

• Cellular products

• Autos

• Medical instruments

• Tariffs from China-

• Soybeans – China has resumed buying US soybeans

• Autos / auto parts – tariffs reduced January 1st from additional 25% to 15%

• De-escalation?

• Sticking points – artificial intelligence, robotics, computing (dual use 

technologies)

• Who is “winning” – China is the #2 economy now.  According to Forbes 

“China is losing the trade was in nearly every way imaginable”

• Exports to the US fell 3.7%

• Can XI outlast Trump?
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Macroeconomic Overview

Economic Overview



Forecasted Q1 2019 GDP

Was The Growth “Pop” Destined to Fade?

14



Labor Market

Labor Force Falling With Unemployment

Unemployment down, 

but workers leaving the 

workforce
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1.3%

1.8%

2.3%

2.8%

3.3%

3.8%

Wage Growth Remains Below Previous Peak

Average Hourly Earnings Lag
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Inflation Remains in Check

Inflation remains close 

to Fed’s target
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Citi Economic Surprise Index vs. S&P 500

Divergence Never Lasts
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30 Year Mortgage Rates

Creeping Mortgage Rates Made Housing More Expensive

Did the Fed’s rate hikes 

have a follow-on effect 

in the housing market?
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Housing Starts

Housing Starts Remain Well Below Bubble Peak Levels

Housing starts up, but 

lagging the pace of 

housing price gains
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Case Shiller Home Price

Home Prices Recover Losses Nationally But Rebound Is Uneven  

Housing prices soaring 

again, uneven across 

the US
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National Dallas New York
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Are The Stats Correct?

Measurement Methods Have Changed

Is inflation of basics 

squeezing the average 

wage earner?

What about the long 

term unemployed?
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Markets Overview

Markets Overview
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Tightening Cycle Comparison – Slower…Less Predictable

2004 – 2006

2015 - 2019

17 rate increases totaling 4.25% from 

mid-2004 to mid-2006

9 increases totaling 2.25% since Q3 

2015
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Alternative Asset Classes 

Bitcoin – Indeed, a Bubble?
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Outlook 

Outlook 



Considerations Going Forward

Global Leverage

(Europe)

Geopolitical / Political 

Issues

Unwinding Fed’s B/S, 

End of ECB QE, 

Financial Stability

Business Cycle

Reform
Overall Level of 

Rates / Inflation
Wealth Effect Technology
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Citi’s Corporate Solutions Group & Markets Franchise

Other Citi Awards:

2018

#1 Global Rates

2016

#1 Global 

Derivatives House

2015

#1 FX 

Bank Overall

2016

#1 Global Bank

2015

#1 Global 

FX Provider

Recent Awards:

2015

#1 Global 

Derivatives House

Risk Awards 2017 – Derivatives House of the Year
Citi was again awarded the prestigious ‘Derivatives House of the Year’. Risk’s editor-in-chief singled out Citi’s Rates business as the chief reason for awarding us 

the prize. He noted that “the steady ascent of Citi's rates business was enough to make it Risk's derivatives house of the year for the second time in succession – a 

rare feat.”

IFR Awards 2016 – Interest Rate Derivatives House of the Year
Citigroup expanded its global interest rate derivatives franchise during 2016, tightening its grip on flow business and adding an array of innovative structures to 

service client needs.

For dominating the US dollar flow swaps market, expanding its global franchise and applying deep structuring expertise to solve complex problems and reduce 

client costs, Citigroup is IFR’s Interest Rate Derivatives House of the Year.

2015, 2016, 2017, and 2018 Greenwich Share Leaders in Global Fixed Income - #1 Citi
Citi has retained its ranking as the world’s largest fixed income dealer, according to Greenwich Associates’ annual benchmark study, which marks the fourth year 

running that Citi has secured the top spot.

Further distancing itself from its closest competitor, Citi increased its market share from 10.9 percent to 11.1 percent over the past year, which marks the highest 

market share the Bank has accrued since Greenwich began tracking global fixed income. Citi’s leading market position is driven by its strength in both Global 

Rates, ranked No. 1.

Source: Euromoney, Risk Awards, IFR Awards, Greenwich Associates.

Euromoney Awards for Excellence 2017/2018 – World’s Best Bank for Markets / World’s Best Investment Bank
Citi was named the “World’s Best Bank for Markets” for being “…the only global markets business remaining that shows that scale and breadth - both 

geographically and by product.” With respect to the rates business, Citi continues to surpass competitors in its ability to “price correctly in derivatives where you 

have to use significant amounts of capital, while becoming more efficient in how we use that capital,” states Paco Ybarra, Citi’s Global Head of Markets and 

Securities Services.

Citi continues to take the lead in Fixed Income & Interest Rate Derivatives. 
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Citi believes that sustainability is good business practice. We work closely with our clients, peer financial institutions, NGOs and other partners to finance solutions to climate change, develop industry standards, reduce our

own environmental footprint, and engage with stakeholders to advance shared learning and solutions. Highlights of Citi’s unique role in promoting sustainability include: (a) releasing in 2007 a Climate Change Position

Statement, the first US financial institution to do so; (b) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of renewable energy, clean technology,

and other carbon-emission reduction activities; (c) committing to an absolute reduction in GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (d) purchasing more than 234,000 MWh of

carbon neutral power for our operations over the last three years; (e) establishing in 2008 the Carbon Principles; a framework for banks and their U.S. power clients to evaluate and address carbon risks in the financing of

electric power projects; (f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the

issue of climate change to help advance understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy and mitigation
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IRS Circular 230 Disclosure:  Citigroup Inc. and its affiliates do not provide tax or legal advice.  Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or 

relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction").  

Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

In any instance where distribution of this communication is subject to the rules of the US Commodity Futures Trading Commission (“CFTC”), this communication constitutes an invitation to consider entering 

into a derivatives transaction under U.S. CFTC Regulations §§ 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements.  This presentation is not a commitment to lend, syndicate a 

financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or 

regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal, 

tax and accounting characterizations and consequences of any such Transaction.  In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us 

for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you 

should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters.  By acceptance of these materials, 

you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction 

shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.  

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us.  We will ask for your complete name, street address, and taxpayer ID number.  

We may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers.  These indications are provided solely for your information and consideration, are subject to change at any time 

without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument.  The information contained in this presentation may include results of analyses from a quantitative model which 

represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product.  Any estimates included herein constitute our judgment as of the date hereof 

and are subject to change without any notice.  We and/or our affiliates may make a market in these instruments for our customers and for our own account.  Accordingly, we may have a position in any such instrument at 

any time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or indirectly, 

a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for specific 

recommendations or views contained in research reports.  So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures designed to 

limit communications between its investment banking and research personnel to specifically prescribed circumstances.


