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THIS IS SALES AND TRADING COMMENTARY.  It is NOT a research report; tax, legal, financial, or accounting advice; or an official confirm. The views of the author may differ from 
others at MS (including MS Research). MS may engage in conflicting activities -- including principal trading before or after sending these views -- market making, lending, and the 
provision of investment banking or other services related to instruments/issuers mentioned. No investment decision should be made in reliance on this material, which is condensed 
and incomplete; does not include all risk factors or other matters that may be material; does not take into account your investment objectives, financial conditions, or needs; and IS 
NOT A PERSONAL RECOMMENDATION OR INVESTMENT ADVICE or a basis to consider MS to be a fiduciary or municipal or other type of advisor. It constitutes an invitation to 
consider entering into derivatives transactions under CFTC Rules 1.71 and 23.605 (where applicable) but is not a binding offer to buy or sell any financial instrument or enter into any 
transaction. It is based upon sources believed to be reliable (but no representation of accuracy or completeness is made) and is likely to change without notice. Any price levels are 
indicative only and not intended for use by third parties. Subject to additional terms at http://www.morganstanley.com/disclaimers. .
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Sizeable Fiscal Stimulus Tends to Occur During Peri ods of Economic Slack

Source: Bureau of Labor Statistics, Congressional  Budget Office

positive bar = 
fiscal restraint

negative bar = 
fiscal stimulus
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Inflation Spiked in the Aftermath of the 1966 & 196 8 Fiscal Stimulus

Core CPI
YoY Percent Change

Slack in Years with Significant Fiscal Stimulus

Source: Bureau of Labor Statistics
Note:  Years in which fiscal stimulus amounted to more than 1 percentage point of GDP
Source: Bureau of Labor Statistics

Year Unemployment Rate (Avg.)

1966 3.8%

1968 3.6%

1971 6.0%

1975 8.5%

1983 9.6%

1984 7.5%

2002 5.8%

2003 6.0%

2008 5.8%

2009 9.3%
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Accommodative Monetary Policy Helped Fuel a Run-up in Inflation During the Late-60’s 

Actual Fed Policy vs Taylor Rule

Percent

Source: Federal Reserve Board, Bureau of Economic Analysis
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Disclaimer
The information in this material was prepared by sales, trading, or other non-research personnel of Morgan Stanley for institutional investors. This is not a research 
report, and unless otherwise indicated, the views herein (if any) are the author’s and may differ from those of our Research Department or others in the Firm. This 
material is not independent of the interests of our trading and other activities, which may conflict with your interests. We may deal in any of the markets, issuers, or 
instruments mentioned herein before or after providing this information, as principal, market maker, or liquidity provider and may also seek to advise issuers or other 
market participants. 

Where you provide us with information relating to an order, inquiry, or potential transaction, we may use that information to facilitate execution and in managing our 
market making and hedging activities. 

This material does not provide investment advice or offer tax, regulatory, accounting, or legal advice. By submitting this document to you, Morgan Stanley is not your 
fiduciary, municipal, or any other type of advisor. 

This material is not based on a consideration of any individual client circumstances and thus should not be considered a recommendation to any recipient or group of 
recipients. This material is an invitation to consider entering into derivatives transactions under CFTC Rules 1.71 and 23.605 (where applicable) but is not a binding 
offer to buy or sell any instrument or enter into any transaction.

Unless otherwise specifically indicated, all information in these materials with respect to any third party entity not affiliated with Morgan Stanley has been provided by, 
and is the sole responsibility of, such third party and has not been independently verified by Morgan Stanley, our affiliates or any other independent third party.  We 
make no express or implied representation or warranty with respect to the accuracy or completeness of this material, nor will we undertake to provide updated 
information or notify recipients when information contained herein becomes stale.

Any prices contained herein are indicative only and should not be relied upon for valuation or for any use with third parties.

All financial information is taken from company disclosures and presentations (including 10Q, 10K and 8K filings and other public announcements), unless otherwise 
noted. Any securities referred to in this material may not have been registered under the U.S. Securities Act of 1933, as amended and, if not, may not be offered or sold 
absent an exemption therefrom. In relation to any member state of the European Economic Area, a prospectus may not have been published pursuant to measures 
implementing the Prospectus Directive (2003/71/EC) and any securities referred to herein may not be offered in circumstances that would require such publication. 
Recipients are required to comply with any legal or contractual restrictions on their purchase, holding, sale, exercise of rights, or performance of obligations under any 
instrument or otherwise applicable to any transaction. In addition, a secondary market may not exist for certain of the instruments referenced herein.

The value of and income from investments may vary because of, among other things, changes in interest rates, foreign exchange rates, default rates, prepayment rates, 
securities, prices of instruments or securities, market indexes, operational, or financial conditions of companies or other factors. There may be time limitations on the 
exercise of options or other rights in instruments (or related derivatives) transactions. Past performance is not necessarily a guide to future performance. Estimates of 
future performance are based on assumptions that may not be realized. Actual events may differ from those assumed, and changes to any assumptions may have a 
material impact on any projections or estimates. Other events not taken into account may occur and may significantly affect any projections or estimates. Certain 
assumptions may have been made for modeling purposes only to simplify the presentation or calculation of any projections or estimates, and Morgan Stanley does not 
represent that any such assumptions will reflect actual future events or that all assumptions have been considered or stated. Accordingly, there can be no assurance 
that any hypothetical estimated returns or projections will be realized or that actual returns or performance results will not materially differ. Some of the information 
contained in this document may be aggregated data of transactions executed by Morgan Stanley that has been compiled so as not to identify the underlying 
transactions of any particular customer.


