
The FED recognized that there are only two ways out of a
debt crisis –either default or inflate with the caveat that 

inflation is simply a slow-motion default.

GDP = Money * Velocity = Price * Quantity

GDP= Workers * Hours * Productivity

The FED’s Master Plan
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Boomers taking their inflates assets to retirement

Source: Federal Reserve Bank of St. Louis 2



The Three Risk Vectors 
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5-Year Investment Grade (IG) Credit Spread

Source: Credit Suisse LOCUS
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High Yield (HY) Credit Spread

Source: Credit Suisse LOCUS
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Source: Credit Suisse LOCUS

Move Implied Volatility Index
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Source: Credit Suisse LOCUS

Move Index vs. VIX Index
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As detailed in “Dangerous Curves” –February 15, 2022: “Forwards are NOT a
prediction, rather they are the simple mathematical discounting of the Spot
Curve to produce an “arbitrage-free” price, no more, no less.” 

In a nutshell, if Grandma can buy a one-year CD at 2% or a two-year CD at 

3%, she would only buy the one-year CD if she thought she could buy 

another one-year CD next year at 4% or higher. We would call this 4% rate 

the one-year rate one year forward (or the break-even rate). 

What Is a Forward Rate?
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Spot 1-Year Rate vs. Forward 1-year Rate

Source: Credit Suisse LOCUS
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Spot 2-Year Rate vs. 1yr Forward 2-year Rate

Source: Credit Suisse LOCUS

11



10-Year Rate vs. 3-Year Forward 10-Year Rate

Source: Credit Suisse LOCUS
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MBS Rate vs. 10-Year Rate

Source: Credit Suisse LOCUS
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MBS Spread vs. IG Credit Spread

Source: FRED, Bloomberg
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UST 10Y vs FFR
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Source: Bloomberg

How a steeper Yield Curve richens callable bonds
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Source: Bloomberg

MBS Index vs Newly Issued MBSCheapest
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Source: Bloomberg

Profile of MBS Index 
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Newly-Issued MBSStrategy: 
Price ~ 51.06
Coupon ~ 6.00%
Distribution ~ 5.88%
Effective Duration 3.65
Yield to Maturity ~ 5.12%

MBS Index Strategy: 
Price ~ 94.51
Coupon ~ 3.74%
Distribution ~ 3.95%
Effective Duration ~ 5.55
Yield to Maturity~ 4.54%

Source: Bloomberg

Newly-Issued MBS vs. MBS Index
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•
•

•

•

A steeper Yield Curve supports the plumbingof our financial system.

Higher long-term interest rates improve the health of our pension and insurance 
s ystem s.
Higher long-term rates make private long-term health care policies more 
affordableand thus reduce the reliance upon Medicare. 
It is a public policy benefit for corporate borrowers to enhance retirement 
incomevia higher interest rates, and thus reduce the need for Government 
assistance. 

Yield Curve Control conceals market information and encourages Moral Hazard, 
to the detriment of both policy makers and investors.

•

Public Policy Benefits of a Steeper Yield Curve
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Sizing Is More Important 
Than Entry Level
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THANK YOU!

HELPING ADVISORS BUILD BETTER PORTFOLIOS



IMPORTANT INFORMATION
Simplify Asset Management Inc. is a Registered Investment Adviser. Advisory services are only offered to clients or prospective clients where Simplify Asset Management Inc. and its representatives are properly
licensed or exempt from licensure. SEC registration does not constitute an endorsement of the firm by the Commission, nor does it indicate that the advisor has attained a particular level of skill or ability. Be sure
to first consult with a qualified financial adviser and/or tax professional before implementing any strategy.
This presentation is not intended to provide investment, tax, or legal advice.
This presentation is solely for informational purposes and does not intend to make an offer or solicitation for the sale or purchase of any specific securities, investments, or investment strategies. These materials 
are made available on an “as is” basis, without representation or warranty. The information contained in these materials has been obtained from sources that Simplify Asset Management Inc. believes to be reliable, 
but accuracy and completeness are not guaranteed. This information is only current as of the date indicated and may be superseded by subsequent market events or for other reasons. Neither the author nor 
Simplify Asset Management Inc. undertakes to advise you of any changes in the views expressed herein.

Past performance is no guarantee of future returns. Investing involves risk and possible loss of principal.

Investors should carefully consider the investment objectives, risks, charges and expenses of Exchange Traded Funds (ETFs) before investing. To obtain an ETF's
prospectus containing this and other important information, please call (855) 772-8488 or view/download a prospectus online atwww.simplify.us. Please read the
prospectus carefully before you invest.
An investment in the fund involves risk, including possible loss of principal.
The use of derivative instruments involves risks different from, or possibly greater than, the risks associated with investing directly in securities and other traditional investments. These risks include (i) the risk that
the counterparty to a derivative transaction may not fulfill its contractual obligations; (ii) risk of mispricing or impropervaluation; and (iii) the risk that changes in the value of the derivative may not correlate 
perfectly with the underlying asset, rate or index. Derivative prices are highly volatile and may fluctuate substantially duringa short period of time. The use of leverage by the Fund, such as borrowing money to
purchase securities or the use of options, will cause the Fund to incur additional expenses and magnify the Fund’s gains or losses. The earnings and prospects of small and medium sized companies are more
volatile than larger companies and may experience higher failure rates than larger companies. Small and medium sized companies normally have a lower trading volume than larger companies, which may tend to
make their market price fall more disproportionately than larger companies in response to selling pressures and may have limitedmarkets, product lines, or financial resources and lack management experience.

Investments linked to commodity or currency futures contracts including exposure to non-U.S. currencies can be highly volatile affected by market movements, changes in interest rates or factors affecting a 

particular industry or commodity. Changes in currency exchange rates can be unpredictable or change quickly which will affectthe value of the Fund.
Foreign Investment Risk. The Fund may invest in securities domiciled in countries outside the U.S. that may experience more rapid and extreme changes in value than a fund that invests exclusively in securities of 

U.S. companies. Diversification does not assure a profit.

Mortgage-Related Risks. MBS represent interests in “pools” of mortgages and often involve risks that are different from or possibly more acute than risks associated with other types of debt instruments. TBA 
Securities Risk. In a TBA transaction, a seller agrees to deliver a security at a future date but does not specify the particular security to be delivered. Instead, the seller agrees to accept any security that meets
specified terms. Limited History of Operations. The Funds are new ETFs and therefore do not yet have a history of operations forinvestors to evaluate.
The information in this presentation does not constitute investment advice or a recommendation of any products, strategies, or services. Investors should consult with a financial professional regarding their
individual circumstances before making investment decisions. Simplify Asset Management Inc. or its affiliates, nor Foreside Financial Services, LLC, or its affiliates accept any responsibility for loss arising from the 

use of the information contained herein.

Simplify ETFs are distributed by Foreside Financial Services, LLC. Foreside and Simplify are not related.

For Financial Professionals and Advisers Only
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http://www.simplify.us/
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