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The Context for Monetary Policy

Public Debt & Fiscal Deficit Projections (IMF)*
As of  2024

*Data are for general government. 
Source: Citi Research, IMF, Caldara and Iacoviello (2022), “Measuring Geopolitical Risk”

Geopolitical Risk Index
As of  October 2024

Geopolitical Risk Index: Decadal Averages
As of October 2024

General Government Debt: 2023 (% of GDP)
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How Well Has the Fed Navigated the Challenges?

OIS Rate: 5yr 5yr Forward
As of November 2024

Inflation Expectations
As of September/November 2024

Source: Citi Research, BLS, U-Mich, Bloomberg, Haver Analytics

Key Points

● Long-term inflation expectations have been 
well anchored.

● Markets have expected that the Fed will do 
its job.

● But there’s uncertainty about where the Fed 
Funds rate will land over the longer run.

● How tight will the Fed need to be?

Percent

2019 2020 2021 2022 2023 2024
0
1
2
3
4
5
6
7
8 Core CPI (YoY %)

Breakeven: 5yr 5yr Forward

Percent

Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24

5

4

3

2

1

0

3-4% Range



4

Some Further Factors Likely to Shape Monetary Policy

Source: Citi Research

● Potential Implications of the US Election: 

– Tariffs

– Tightening of immigration policy

– Deregulation (disinflationary?)

– Threats to Fed’s independence? 

● Some Longer-Term Forces: 

– Shifting contours of globalization

– Efforts to achieve net zero? 

– Aging demographics

– Advent of AI
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