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A Not e from LAMP on Today's FOMC Meet ing
March 3, 2020 - Over the past few days, the Federal Reserve (Fed) has been
monitoring global developments stemming from the novel coronavirus (COVID-19)
epidemic and has previously indicated a willingness to act as needed to support the
U.S. economy. Making good on this promise, the Fed announced an emergency 50
basis point (0.50%) rate cut to its target rate today at 10 a.m. ET. The Fed?s
accompanying statement stated that ?the coronavirus poses evolving risks to
economic activity? and that ?in light of these risks and in support of achieving its
maximum employment and price stability goals, the Federal Open Market Committee
(FOMC) decided today to lower the target range for the federal funds target rate by
half a percentage point.? This is the first emergency inter-meeting cut since October
2008.
Despite the ?emergency? nature of this cut, the markets were largely expecting this
move from the Fed. Yesterday, U.S. stock indices were up roughly 5% in anticipation of
this move. By comparison, the yield on the two-year Treasury note has been roughly
cut in half since February 19, 2020, falling from 1.42% to 0.78% today. For better or
worse, the Fed risked further market volatility if it did not deliver on its promise to act.
The next FOMC meeting is two weeks away on March 18, 2020, with the market pricing
in an additional 25 basis point (0.25%) cut. Please feel free to contact us with any
questions.
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