
    Macro Strategy            Peter Tchir 

 With the Fed (and Treasury Funding) Behind us… 

November 1, 2023 1 

With the Fed (and Treasury Funding) Behind us… 

The Treasury market got a boost on Wednesday morning as the Treasury Department published their 
issuance schedule. It was skewed more towards the front end, creating some relief in the bond market. 
The bond market was worried that they would continue to push supply at the long end, where the 
auctions have not been very strong of late. That concern was alleviated, at least for now. 

My key takeaway (and I’m biased) was that they admitted that financial conditions have tightened and 
the rise in bond yields/real yields has done some of their work for them. Chairman Powell couldn’t 
quantify the impact, but he seemed to re-affirm what we’ve been saying on that front. 

He tried to say that hikes are still on the table, but clearly the market did not believe him at all. The 
market, based on futures contracts, is pricing in a 15% chance of a hike in December and nothing after 
that. I expect that to fade. They did have one hike priced into their last “dot plot,” but he seemed to 
downplay that. 

The Fed does not want to hike: 

• Rate moves have done some of their work for them, so they don’t have to hike. 

• The long and variable lags are real, and something that they are watching. Another excuse not 
to hike. 

• The economic data has not been that strong, so they don’t need to hike, but recently the data 
has been a tad to the “strong” side. 

• The Fed is well aware that if they hike, they have a greater risk of needing to cut. Another reason 
not to hike. 

The Fed does not want to cut: 

• For now, that is the easier message to deliver, but watch what happens if data slows (which is 
what I’m seeing and expecting). I’m not hearing a lot of great outlooks on earnings calls. 

For now, the Fed Chair is correct that the ongoing Middle East conflict is not an issue for the economy, 
but: 

• The risk of escalation remains high. Please tune in to our webinar on Thursday at 1pm ET led by 
Generals (Ret.) Deptula and Robeson (representing the Air Force and Marine Corps) along with 
Rachel Washburn moderating the conversation (registration link). 

• I’m starting to hear some concerns about supply chains and disruptions for companies that rely 
heavily on Israel for talent or products. Something else to keep in mind as a potential problem 
as the battles go on. 

  

https://academysecurities.zoom.us/webinar/register/WN_KMFww3m0TrGF6__aKIhKwQ#/registration
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Bottom Line 

The Fed is out of the way. The supply issues are real, but it will take time to play out and the market 
has priced in too much risk. 

I continue to like Treasuries and think that the 10-year can break below 4.55%, which it hit on October 
11th. 

That should be decent for risk assets, with two caveats: 

• Escalation in the Middle East will be good for bonds, but bad for risk assets. 

• Slowing data will be good for bonds and stocks, but dramatically slowing data will not translate 
into anything good for stocks. 

I continue to like owning longer-dated call options on Treasuries as a hedge to geopolitical risk and a 

slowing economy (which might finally get picked up in the data).  



    Macro Strategy            Peter Tchir 

 With the Fed (and Treasury Funding) Behind us… 

November 1, 2023 3 

Disclaimer 

This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or 
distributed, in whole or in part, or its contents disclosed by such person(s) to any other person. Any party receiving and/or 
reviewing this material, in consideration therefore, agrees not to circumvent the business proposals explicitly or implicitly 
contained herein in any manner, directly or indirectly. Further, any recipient hereof agrees to maintain all information 
received in the strictest confidence and shall not disclose to any third parties any information material to the opportunity 
contained herein and, upon review hereof, agrees that any unauthorized disclosure by any party will result in irreparable 
damage for which monetary damages would be difficult or impossible to accurately determine. Recipients recognize, and 
hereby agree, that the proprietary information disclosed herein represents confidential and valuable proprietary 
information and, therefore, will not, without express prior written consent, disclose such information to any person, 
company, entity or other third party, unless so doing would contravene governing law or regulations.  

This document is an outline of matters for discussion only. This document does not constitute and should not be interpreted 
as advice, including legal, tax or accounting advice. This presentation includes statements that represent opinions, estimates 
and forecasts, which may not be realized. We believe the information provided herein is reliable, as of the date hereof, but 
do not warrant accuracy or completeness. In preparing these materials, we have relied upon and assumed, without 
independent verification, the accuracy and completeness of all information available from public sources.  

Nothing in this document contains a commitment from Academy to underwrite, subscribe or agent any securities or 
transaction; to invest in any way in any transaction or to advise related thereto or as described herein. Nothing herein 
imposes any obligation on Academy.  

Academy is a member of FINRA, SIPC and MSRB. Academy is a Certified Disabled Veteran Business Enterprise and Minority 
Business Enterprise and is a Service Disabled Veteran Owned Small Business as per the US SBA. Investment Banking 
transactions may be executed through affiliates or other broker dealers, either under industry standard agreements or by 
the registration of certain principals. 


