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The FOMC has a greater degree of confidence about the convergence of inflation to the target; in our view, this year's Fed pivot is closer now than
at any point before (UBS).

CIO First Take: Fed still on track
for a September cut
31 July 2024, 10:02 pm EDT, written by UBS Editorial Team

In his most recent press conference, Fed Chair Jerome Powell stated that the economy is moving to the point
in which “it will be appropriate to dial back restriction.”

In the latest Fed meeting, the Federal Open Market Committee (FOMC) decided to leave the policy rate unchanged at
its current level of 5.25-5.50%. This was in line with market expectations and reflects the Fed's cautious approach as it
monitors economic indicators and inflation trends.

During the subsequent press conference, Fed Chair Jerome Powell expressed confidence that inflation is converging toward
the Fed's target. Powell underlined that there is strong agreement within the FOMC that, assuming that incoming data
remains favorable, a discussion about reducing the Fed Funds rate could be on the table as soon as the September meeting.

As usual, Powell underscored the FOMC's commitment to balancing the dual mandate of full employment and inflation
control, and highlighted that policymakers consider a sudden deterioration in economic activity as unlikely.

CIO's Senior US Economist, Brian Rose, noted that the FOMC appears to see the labor market as back in balance. In this
context, Brian clarified that it is becoming clear for policymakers that if financial conditions are not eased soon “then the
labor market may soften further,” which would pose downside risks to the economic outlook.

In summary, while the Fed has opted to hold rates steady for now, the door remains open for a potential rate cut in
September, provided the economic data supports such a move. We believe investors and analysts should be vigilant
regarding upcoming data releases, as these will play a crucial role in shaping the Fed's near-term moves. In CIO, we stand
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by our base case that the FOMC will cut the policy rate by a total of 50bps in 2024, with the first easing move at the
September meeting.

Bottom line: Position for lower rates
In our view, investors with allocations in cash or money market funds (or those with expiring fixed-term deposits) should
use the liquidity to fund positions in high-quality bonds and capture the capital gain upside that will materialize when the
decline in yields takes place. Among US fixed income products, we are most preferred in Investment Grade (IG) corporates,
agency MBS, and AAA rated CMBS.

For more, listen to: CIO First Take: July FOMC meeting

Join Jason Draho, Head of Asset Allocation Americas, and Brian Rose, Senior US Economist, for thoughts and reflections
on the outcome of the July FOMC meeting. Jason also speaks to the market response, and shares CIO’s positioning
recommendations. Host: Daniel Cassidy

Main contributor: Alberto Rojas, Investment Communications Writer, CIO Americas

Important information
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and
Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage
services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different
laws and separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about
the products or services offered. For more information, please visit our website at www.ubs.com/workingwithus.
© UBS 2024. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The
two sources operate independently and may therefore have different recommendations. The various research content provided
does not take into account the unique investment objectives, financial situation or particular needs of any specific individual
investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG
and an affiliate of UBS International Inc.

https://www.ubs.com/content/dam/podcasts/wma/240731%20-%20CIO%20First%20Take%20Podcast.mp3
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