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As of 30 Jun 2021

Past performance is not a reliable indicator of future performance.
Source: Bureau of Labor Statistics

Please refer to the additional disclosures for further source information.

Ignore the Inflation Risk at your Own Peril

U.S. INFLATION LOOKING UNDER THE HOOD
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U.S. CPI Market Forecasts
❑ Energy Prices

❑ Shelter and Medical Care

❑ Consumer Pent Up Demand

❑ Supply Side Shortage

❑ Future Taxes?

❑ Slack Labor Market

❑ Potential Buyers’ Strike

❑ Central Bank Rate Hikes?
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As of 30 Jun 2021

Past performance is not a reliable indicator of future performance.
Sources: Bureau of Labor Statistics, Bloomberg generic constant maturity yields. 

Please refer to the additional disclosures for further source information.

A U.S. Problem Only? 

THE U.S. TENDS TO LEAD GLOBAL INFLATION… … AND INTEREST RATE TRENDS

0

1

2

3

4

5

6

D
e
c
-0

0

D
e
c
-0

1

D
e
c
-0

2

D
e
c
-0

3

D
e
c
-0

4

D
e
c
-0

5

D
e
c
-0

6

D
e
c
-0

7

D
e
c
-0

8

D
e
c
-0

9

D
e
c
-1

0

D
e
c
-1

1

D
e
c
-1

2

D
e
c
-1

3

D
e
c
-1

4

D
e
c
-1

5

D
e
c
-1

6

D
e
c
-1

7

D
e
c
-1

8

D
e

c
-1

9

D
e
c
-2

0

%, Yield

US UK

-1

0

1

2

3

4

5

6

7

8

9

D
e
c
-9

0

D
e
c
-9

5

D
e
c
-0

0

D
e
c
-0

5

D
e
c
-1

0

D
e
c
-1

5

D
e
c
-2

0

%, YoY Change

U.S. CPI UK CPI G10 CPI Basket
0.94 The correlation between 

U.S. and UK 10-year yields
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As of 30 Jun 2021

Source: G7 Summit Bloomberg Interview, 06 Jun 2021 and Bloomberg article 06 Jun 2021

The Fed doesn’t Seem to Care… Yet

If we ended up with a slightly higher interest rate environment it would actually be a 
plus for society's point of view and the Fed's point of view

Former Chairman of the Federal Reserve and U.S. Treasury Secretary Janet Yellen: 

G7 Summit Bloomberg Interview, 06 Jun 2021

Officials have indicated that they won’t raise short-term interest rates from their 
current near-zero level until three conditions are met….This means monetary policy will 
remain loose until overheating begins

Former President of the Federal Reserve Bank of New York Bill Dudley

Bloomberg Article, “The Federal Reserve Is Risking Another Recession”, 06 Jun 2021
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Are Central Banks Mandates Shifting?

Source: Bloomberg article 07 Jun 2021

As of 30 Jun 2021

CENTRAL BANK INDEPENDENCE WILL BE 
TESTED OVER THE NEXT FEW YEARS 

And the expansion of central-bank mandates into areas 
of policy which are naturally the domain of elected 
politicians — such as targeting unemployment rates of 
particular groups in society or using monetary-policy 
tools to combat climate change — will compound the 
problem

Former Governor of the Bank of England Mervyn King: 

Bloomberg Article, “Make No Mistake, the Risk of Inflation Is Real”, 

07 Jun 2021
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As of 30 Jun 2021

Past performance is not a reliable indicator of future performance.
Bloomberg generic constant maturity yields, 

PPF 7800 index

Please refer to the additional disclosures for further source information.

Consequence:
Higher Interest Rates Not Necessarily a Bad Thing

UK YIELD CURVE PENSION PROTECTION FUND STATS
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As of 30 Jun 2021

Past performance is not a reliable indicator of future performance.
Bloomberg generic constant maturity yields, Bureau of Labor Statistics

Please refer to the additional disclosures for further source information.

But Bond Holders Risk Being Taxed Via Excessive Inflation

U.S. 10-YEAR YIELDS VS INFLATION
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Expect More Bond Price Uncertainty 

Past performance is not a reliable indicator of future performance.
Source: ICE BoA UK Gilt 15-Year Plus Index

Please refer to the additional disclosures for further source information.

As of 30 Jun 2021

15-YR+ GILT PRICE ROLLING VOLATILITY (26 WEEKS)
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As of 30 Jun 2021

Managing Duration to Better Control Surprises is Key

VIA INCREASED USE OF… 

Active Duration 

Management
Inflation 

Protection
Hedges Around 

Black Swan Events

❑ Outright duration

❑ Curve trades

❑ Extended universe

❑ Inflation-linked bonds

❑ Inflation swaps

❑ Option strategies

❑ Volatility skew

Having the correct fixed income toolkit

To control future returns



THANK YOU
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Additional disclosures

Additional Disclosures

Source for Bloomberg: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). BARCLAYS® is a trademark and service mark of 

Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg or Bloomberg’s licensors, inc luding Barclays, own all proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays 

approves or endorses this material, or guarantees the accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by 

law, neither shall have any liability or responsibility for injury or damages arising in connection therewith.  

ICE Data Indices, LLC (“ICE DATA”), is used with permission. ICE DATA, ITS AFFILIATES AND THEIR RESPECTIVE THIRD-PARTY SUPPLIERS DISCLAIM ANY AND ALL WARRANTIES AND REPRESENTATIONS, EXPRESS 

AND/OR IMPLIED, INCLUDING ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, INCLUDING THE INDICES, INDEX DATA AND ANY DATA INCLUDED IN, RELATED TO, OR 

DERIVED THEREFROM. NEITHER ICE DATA, ITS AFFILIATES NOR THEIR RESPECTIVE THIRD-PARTY SUPPLIERS SHALL BE SUBJECT TO ANY DAMAGES OR LIABILITY WITH RESPECT TO THE ADEQUACY, 

ACCURACY, TIMELINESS OR COMPLETENESS OF THE INDICES OR THE INDEX DATA OR ANY COMPONENT THEREOF, AND THE INDICES AND INDEX DATA AND ALL COMPONENTS THEREOF ARE PROVIDED ON AN 

“AS IS” BASIS AND YOUR USE IS AT YOUR OWN RISK. ICE DATA, ITS AFFILIATES AND THEIR RESPECTIVE THIRD-PARTY SUPPLIERS DO NOT SPONSOR, ENDORSE, OR RECOMMEND T. ROWE PRICE OR ANY OF ITS 

PRODUCTS OR SERVICES.
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Important information

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature, including fiduciary 

investment advice, nor is it intended to serve as the primary basis for an investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive 

revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any income from it can go down 

as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to conduct any particular 

investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy or completeness. There is no 

guarantee that any forecasts made will come to pass.

The views contained herein are as of the date noted on the material and are subject to change without notice; these views may differ from those of other T. Rowe Price group companies and/or 

associates. Under no circumstances should the material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon specific request. It is not 

intended for distribution to retail investors in any jurisdiction. 

UK - This material is issued and approved by T. Rowe Price International Ltd, 60 Queen Victoria Street, London, EC4N 4TZ which is authorised and regulated by the UK Financial Conduct Authority. For 

Professional Clients only.

EEA ex-UK – Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.à r.l. 35 Boulevard du Prince Henri L-1724 Luxembourg which is 

authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

© 2021 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/or apart, trademarks of T. Rowe Price Group, Inc.

202106 -1696108


