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Market Commentary 

February 29, 2008 
 
Fed Funds and the US Treasury Bond Market 
 
Perhaps the best representation that the Federal Reserve now follows, as opposed to leads, 
monetary policy is the below graph.  It is a plot of Fed Funds Target Rates versus the Three-
month US Treasury Bill Yield.  The important take away from this graph currently is that the US 
Treasury market is forecasting another 100 basis point (i.e. 1%) cut in Fed Fund Rates very 
soon.  The next Fed meeting is March 18; expect another Fed Funds Target rate cut. 
 
 

 
 
 
I believe one of the next big stories may be the fact that retirees have not had to face inflation 
for a very long time, but now they might have to.  When you think about it, inflation is probably 
the biggest worry for the retiree, as they are normally on a fixed income.  Sure, avoiding large 
portfolio losses is very important, but the retiree can always stop portfolio losses by selling their 
investments and moving to a conservative portfolio – like Hanlon Investment Management does 
for them.  But retirees cannot stop inflation.  How ironic that just as the retirement of the baby 
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boomers begins, that inflation begins to rear its ugly head.  Inflation, the bane of all retirement 
plans – if one is not prepared.  
 
What to do about this potential inflation and the need to generate returns during inflationary 
environments?  Keep in mind the Hanlon Investment Management Managed Income and 
Balanced portfolio allocations for the retiree portfolio.  Both of these allocations have had good 
returns and are ideal for the distribution phase of the investor’s lifetime, as they have had very 
limited “drawdown” (portfolio drops). 
 
How is the Fed going to deal with the inflation?  Yes, the US Treasury Bond market is 
telegraphing further interest rate cuts, and that is being corroborated by the falling dollar – it hit 
new lows yesterday – but what to do about inflation?   
 
We remain in all cash in all asset classes for the time being.  A steady money market rate of 
return is very comforting during these times.  There will be very good opportunities somewhere 
soon down the road.  Need to be very careful in the meantime. 
 
Thank you, 

 
Sean Hanlon, CFP 
CEO and CIO 
 
This Market Commentary contains general information that is not suitable for everyone. The information contained herein should not be construed as 
personalized investment advice. Russell 2000 Index and S&P 500 Index are indices that cannot be invested in directly without incurring costs. Past 
performance is not guarantee of future results. There is no guarantee that the views and opinions expressed in this newsletter will come to pass. 
Investing in the stock market involves gains and losses and may not be suitable for all investors. Information presented herein is subject to change 
without notice. Hypothetical performance results do not represent the results of actual or model trading using client assets, but were developed using 
an analytical process in a theoretical computer simulation and as such represent returns derived by retroactively applying these tools with the benefit of 
hindsight.  The charts herein do not necessarily represent exact moves in client accounts.  The charts also show periods of outperformance.  Hanlon 
has experienced periods of underperformance in the past and may also in the future. The returns represented herein are total return inclusive of 
reinvesting all interest and dividends.   Hanlon Investment Management, Inc. (“Hanlon Investment Management”) is an SEC registered investment 
adviser with its principal place of business in the State of New Jersey. Hanlon Investment Management and its representatives are in compliance with 
the current registration and notice filing requirement imposed upon registered investment advisers by those states in which Hanlon Investment 
Management maintains clients. Hanlon Investment Management may only transact business in those states in which it is notice filed, or qualifies for an 
exemption or exclusion from notice filing requirements. This Market Commentary is limited to the dissemination of general information pertaining to its 
investment advisory services. Any subsequent, direct communication by Hanlon Investment Management with a prospective client shall be conducted 
by a representative that is either registered or qualifies for an exemption or exclusion from registration in the state where the prospective client resides. 
For information pertaining to the registration status of Hanlon Investment Management, please contact Hanlon Investment Management or refer to the 
Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). For additional information about Hanlon Investment Management, including 
fees and services, send for our disclosure statement as set forth on Form ADV from Hanlon Investment Management using the contact information 
herein.  Please read the disclosure statement carefully before you invest or send money. Not all HIM clients are in the strategies discussed herein. 


