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In a lower rate environment, CIO believes investors should redeploy money market holdings into quality assets, such as investment grade bonds and
equities, as returns on cash fall further. (UBS)

US services growth slows; Fed’s
Goolsbee calls for more rate cuts

24 September 2024, 4:24 pm CEST, written by UBS Editorial Team

The headline figure for the S&P Global US Services Purchasing Managers' (PMI) Index came in at 55.4 in
September, just above the consensus forecast of 55.3 but down from 55.7 in August. This suggests that the
services sector is still growing, albeit at a slower pace.

Notably, employment figures have fallen in four of the past six months, and optimism about the year ahead has dropped
to its lowest level since October 2022, reflecting concerns about the election’s impact on the economy and demand.
Meanwhile, Federal Reserve Bank of Chicago President Austan Goolsbee emphasized the need for further rate cuts on
Monday, citing a decline in inflation and the need to protect the labor market. Goolsbee stressed the importance of
preemptive action to avoid being “behind the curve” as labor market risks increase.

Our view: While the pace of growth has softened compared to prior months, the September PMI reading remains well
above the 50 mark, signaling continued expansion in the services sector. Furthermore, Goolsbee's comments reiterate our
view that recent inflation data signal broad-based disinflation, enabling the Fed to shift its focus to managing the downside
risks of the labor market to prevent further weakening. Against this backdrop, we maintain our base case for a soft landing
with further rate cuts helping to support growth. In a lower rate environment, we believe investors should redeploy money
market holdings into quality assets, such as investment grade bonds and equities, as returns on cash fall further.
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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 unigue 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.
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