
Alger On the Money 
A View on the U.S. Market

Inspired by Change, Driven by Growth.

Leading Indicators Signal Stability
Currently a number of forces are weighing on inflation in the U.S., allowing the Fed to be 
patient in its tightening path. Given that every major recession of the past 75 years has  
followed significant Fed Funds rate tightening or inflation acceleration, or both, we believe  
a recession is not imminent. 

• �Short-term interest rates and inflation remain subdued, which does not signify a near-term 
recession, according to historical patterns. 

• �Interest rate increases have come slowly—less than one third the typical pace. Additionally, 
the market usually does not peak until the Fed is done raising rates and the Fed believes it still 
has a substantial amount of tightening to do in order to normalize rates.

• �Innovation is a primary mitigant of inflation. Because we live at a time when consumers can 
easily compare prices across purveyors of goods, businesses tend to keep their prices down 
in an effort to remain competitive.

• �Contemporary labor dynamics also favor a low inflation environment. As older and generally 
costlier employees retire, businesses replace them with younger and cheaper workers, which 
keeps wage pressures down.

• �Lastly, globalization also depresses wage pressures by making scores of workers from around 
the world accessible to U.S. employers. An ever abundant labor pool prevents demand for 
labor from oustripping supply and keeps inflation from heating up.

Short-Term Interest Rates and Inflation Below 2%
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Source: FactSet as of December 2017. Inflation represented by PCE. Price Index ex-food, year over year. 

■  Recession
■  Fed Funds E�ective Rate
■  Inflation

Percent



Alger Management, Ltd.  78 Brook Street, London W1K 5EF, UK 01.09.18

The views expressed are the views of Fred Alger Management, Inc. (“FAM”) and Alger Management, Ltd. (“AML”) as of January 2018. These views are subject to change 
at any time and they do not guarantee the future performance of the markets, any security or any funds managed by Fred Alger Management, Inc. These views are not 
meant to provide investment advice and should not be considered a recommendation to purchase or sell securities. FAM serves as sub-advisor to AML.

Funds authorized by the Swiss Financial Market Supervisory Authority FINMA for distributing their shares publicly in Switzerland: for interested parties, fund regulations or 
the articles of incorporation, the key investor information document (KIID) and the full prospectus, in their current versions, as well as the annual and semi-annual reports are 
provided free of charge at the representative in Switzerland. ACOLIN Fund Services AG, Affolternstrasse 56, CH-8050 Zurich. Paying agent in Switzerland is Neue Helvetische 
Bank AG, Seefeldstrasse 215, CH-8008 Zürich. 

Alger Management, Ltd. (company house number 8634056, domiciled at 78 Brook Street, London W1K 5EF, UK) is authorised and regulated by the Financial Conduct Author-
ity, for the distribution of regulated financial products and services. La Française AM International has a signed agreement with Alger Management Ltd., whereby La Française 
AM International is authorized to distribute Fred Alger Management, Inc. products in Europe.


