June 2018

Uneven impact of Fed rate hikes
Money market fund yields have been leading the pack as the Federal Reserve (Fed) has raised rates.
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Money market fund yields have increased by
approximately 1.75% since late 2015, which
was when the Fed started “normalizing”
short-term interest rates.
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Corporate bond yields and longer-term U.S.
Treasury yields have substantially lagged the
increase in money market fund yields, as inflation
expectations have been relatively well behaved.
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Cash is increasingly relevant as rates rise, are your holdings
properly allocated?
For more insights and to subscribe, visit us at schwabfunds.com.
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If the Fed continues to raise rates as expected,
money market fund yields will continue to
rise, even as yields on corporate bonds and
Treasuries seem likely to climb by much less.

Sources: Charles Schwab Investment Management; Bloomberg. Data from 11/30/15 to 06/13/18.

What does
this mean for
investors?
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Charles Schwab Investment Management
As one of the nation’s largest asset managers, our goal is to provide investors with a diverse selection of foundational products that aim to deliver
consistent performance at a competitive cost.
	Money market fund yields are represented by one-month LIBOR, a benchmark rate that some of the world’s banks charge each other for short-term
loans.
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	Investment-grade bonds are represented by the Bloomberg Barclays US Aggregate Credit Yield to Worst Index, which measures yields of the
investment-grade, US dollar-denominated, fixed-rate, taxable corporate and foreign government-related bond markets, based on the lowest
potential yield that could be received without the issuer defaulting.
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Important disclosures
Past performance is no guarantee of future results.
Indexes are unmanaged, do not incur management fees, costs, and expenses, and cannot be invested in directly.
The information provided here is for general informational purposes only and should not be considered an individualized recommendation or
personalized investment advice. The investment strategies mentioned here may not be suitable for everyone. Each investor needs to review an
investment strategy for his or her own particular situation before making any investment decision.
Some of the statements in this document may be forward looking and contain certain risks and uncertainties.
All expressions of opinion are subject to change without notice in reaction to shifting market conditions. Data contained herein from third-party
providers is obtained from what are considered reliable sources. However, its accuracy, completeness, or reliability cannot be guaranteed.
Examples provided are for illustrative purposes only and not intended to be reflective of results you can expect to achieve.
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For more insights and to subscribe, visit us at schwabfunds.com.

