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The Federal Reserve’s June Meeting created a bit of a stir as
the market reacted to three principal developments. These
were an increase in the committee’s inflation forecasts in 2021
(from 2.4% to 3.4%), recognition that it had begun discussions
on tapering open market asset purchases, and an incremental
move in the dot plot survey, presumably shortening the time
frame on a rate hike(s) as more likely to occur in 2023. Taking
all of this into consideration, we believe the following points are
important to investors.

• We see the Federal Reserve holding its target on the fed funds rate at 0–0.25% into 2023 and
maintaining its present level of $120 billion in monthly open market bond purchases into 2022. We view
this scenario as a favorable monetary policy backdrop for the markets.
• We are prone to agree with the Fed’s perspective that recently rising inflation rates will likely prove
to be transitory in nature and have a strong probability of reverting back toward their longer-term 2%
target by the early months of 2022.
• Our rationale for this judgment includes the base effects comparisons of recent higher monthly inflation
reports versus suppressed inflation during last year’s pandemic-related economic contraction. A large
bulk of the price increases in recent reports appear to be concentrated within a handful of business
areas most sensitive to reopenings, such as car rentals, used cars, hotels, airfares, and restaurants.
• That said, we do expect inflation to continue running hot and noticeably above the Fed’s long-term
target for the remainder of 2021 as the monthly year-over-year comparisons will continue to look
challenging and inflation-sensitive businesses work through reopening amid short-term
supplier bottlenecks.
• We believe the Fed will be patient and deliberate in regard to any policy actions specifically related to
inflation and will remain consistent with last year’s “Statement on Longer-Run Goals and Monetary
Policy Strategy.”
• Another key factor in our opinion as to why the Fed will likely not raise rates until 2023 surrounds its
emphasis on the term, “substantial further progress,” in the economy, which we interpret as a lagging
recovery in the labor market, where the total number of jobs remain 7.6 million below the pre-pandemic
peak in February of 2020.
• We see the Fed soon signaling to the markets it will begin official discussions on tapering the pace
of open market bond purchases, and we believe it will provide adequate notice before such tapering
begins, hence sufficiently preparing the markets for the eventual wind down.
• We see a V-shape recovery in terms of real aggregate gross domestic product
and S&P 500® underlying company operating earnings being achieved by yearend 2021. We also believe expected Federal Reserve policy in the year ahead will
continue to provide a favorable backdrop for these improving trends.
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Investments are subject to market risk, including the loss of principal. Asset classes or investment strategies described may not be suitable for
all investors.
Past performance does not guarantee future results.
Equities are subject to market risk meaning that stock prices in general may decline over short or extended periods of time.
Fixed income investing is subject to credit rate risk, interest rate risk, and inflation risk. Credit risk is the risk that the issuer of a bond won’t meet their payments. Inflation risk is
the risk that inflation could outpace a bond’s interest income. Interest rate risk is the risk that fluctuations in interest rates will affect the price of a bond. Investing in floating rate
loans may be subject to greater volatility and increased risks.
Growth stocks typically are particularly sensitive to market movements and may involve larger price swings because their market prices tend to reflect future expectations.
Growth stocks as a group may be out of favor and underperform the overall equity market for a long period of time, for example, while the market favors “value” stocks.
Investments in global/international markets involve risks not associated with U.S. markets, such as currency fluctuations, adverse social and political developments, and the
relatively small size and lesser liquidity of some markets. These risks may be greater in emerging markets.
The COVID-19 pandemic has caused substantial market disruption and dislocation around the world including the U.S. Economies and financial markets throughout the world are
increasingly interconnected. Economic, financial, or political events, trading and tariff arrangements, terrorism, technology and data interruptions, natural disasters, and other
circumstances in one or more countries or regions could be highly disruptive to, and have profound impacts on, global economies or markets.
The information included in this document should not be construed as investment advice or a recommendation for the purchase or sale of any security. This material contains
general information only on investment matters; it should not be considered as a comprehensive statement on any matter and should not be relied upon as such. The
information does not take into account any investor’s investment objectives, particular needs, or financial situation. The value of any investment may fluctuate. This information
has been developed by Transamerica Asset Management, Inc. and may incorporate third-party data, text, images, and other content to be deemed reliable.
Comments and general market-related projections are based on information available at the time of writing and believed to be accurate; are for informational purposes only, are
not intended as individual or specific advice, may not represent the opinions of the entire firm, and may not be relied upon for future investing. Investors are advised to consult
with their investment professional about their specific financial needs and goals before making any investment decisions.
Transamerica Asset Management, Inc. is an SEC-registered investment adviser. The funds advised and sponsored by Transamerica Asset
Management, Inc. include Transamerica Funds, Transamerica Series Trust and DeltaShares ® exchange-traded funds. Transamerica Asset
Management, Inc., is an indirect wholly owned subsidiary of Aegon N.V., an international life insurance, pension, and asset management company.
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