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Fed Funds Rate



The Fed left the benchmark Federal
Funds Rate unchanged at their
September meeting, despite
acknowledging continued
improvement in the economy.



Citing low inflation as a main
determinant, the Fed is seeking
further evidence of a strengthening
economy before the next rate hike.



However, if inflation accelerates
above the Fed’s two percent target,
the committee may be inclined to
raise rates more rapidly.

Core CPI vs. Core PCE



The Fed’s preferred measure of
inflation, Personal Consumption
Expenditures (PCE), remains below
the committee’s two percent
inflation target.



However, another popular inflation
measure, the Consumer Price Index
(CPI), is now well above the Fed’s
target, at 2.3%.



The gap between the two indicators
is at its widest level of the last ten
years.

PCE vs. CPI Health Care Costs



The divergence stems from
differences in how health care costs
are calculated.



CPI includes only out of pocket
health care expenses, while PCE
includes medical expenses paid by
employers, which are being
depressed by administered
Medicare prices set by Congress.



If PCE only included out of pocket
expenses, it would be above the two
percent target and the Fed would
likely raise rates more aggressively.
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Allegiant Private Advisors, LLC has been providing fee-based asset management for individuals and
organizations since 1997. Located at 240 South Pineapple Avenue, Suite 200, Sarasota, FL 34236, the firm prides
itself on crafting unique strategies for each client. For more information, please visit www.AllegiantPA.com or
call 941-365-3745. Advisory Services Offered Through Commonwealth Financial Network, a Registered
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