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In recent history’s most anticipated Federal Reserve decision, the Federal Open Market Committee announced
a 50 basis point reduction in the federal funds rate’s target range. The first rate cut since 2020’s coronavirus
pandemic arrived as economic activity steadily expands, although job gains have slowed and inflation remains
above the Fed’s 2% target. Immediately following the announcement, equity and bond markets briefly surged,
but gains disappeared by the time the trading day ended; investors struggled to anticipate future monetary
policy actions and the state of the economy. Chairman Powell cautioned against the assumption that the half-
point rate cut in September would continue and reiterated that future policy decisions would be data
dependent.

Entering 2024, market participants predicted upwards of seven rate cuts during the year. Now that we are in
September, it is apparent that the total number of rate cuts in 2024 will fall short of those initial expectations.
To begin 2024, there was a 93% implied probability that the Fed would reduce the target rate by at least 100
basis points from the peak range (5.25% - 5.50%) by the September meeting.
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Rates have likely peaked for this economic cycle as Treasury yields have fallen across the curve; 10-year and
30-year U.S. Treasury yields ended at 3.70% and 4.03%, respectively, on the day of the Federal Reserve’s
decision. The 2/10 year spread turned positive in early September for the first time since July 2022 as attention
pivoted towards additional rate cuts and broad economic resiliency.



Yield Curve Peak vs. Today?
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The market expects additional rates cuts during 2024 as long as economic data remains positive. The Fed’s
September decision marks the end of a historic hiking cycle as the Fed battled stubborn inflation against the
backdrop of a strong economy. The new direction for policy rates appears structurally lower but not as low as
during the near-zero rate environment brought on by the pandemic. A more predictable easing cycle seems
likely, as the median September 2024 Fed dot plot projects the Fed funds rate to fall another 50 basis points
by the end of 2024 and another 100 basis points in 2025. However, these projections will constantly evolve
based on economic data, and labor market conditions in particular will drive interest rate policy going forward.
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1Source: Bloomberg, U.S. Department of Treasury, and CME Group
Past performance is not indicative of future results.

This document was prepared without regard to the specific objectives, financial situation, or needs of any particular
person or entity who may receive it. This analysis is for informational purposes only and is not intended to be an
offer, solicitation, or recommendation with respect to the purchase or sale of any security, nor a recommendation
of services supplied by any investment organization and does not include all factors that should be considered when
choosing an investment advisor or strategy.

This presentation is not investment, legal, tax, or accounting advice. Investors should consult with their own
professional advisors for advice on any investment, legal, tax, or accounting issue(s). While the information
contained herein highlights important data, it does not purport to highlight all dimensions of risk.

The information provided herein is based on matters as they exist as of the date of preparation, or otherwise
indicated throughout the presentation, and not as of any future date, and will not be updated or otherwise revised
to reflect information that subsequently becomes available, or circumstances existing or changes occurring after the
date hereof.

The information and opinions contained in this material are derived from various sources. No representations are
made as to the accuracy or completeness of the information set forth in these materials. LCG reserves the right at
any time and without notice to change, amend, or cease publishing the information. If this data is reproduced, in
whole or in part, in any form, the following reference language must be utilized “Source Information: Compiled By:
LCG Associates, Inc.; Bloomberg.” LCG has not received any compensation related to the collection or distribution
of this data.

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”).
BARCLAYS® is a trademark and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used
under license. Bloomberg or Bloomberg’s licensors, including Barclays, own all proprietary rights in the Bloomberg
Barclays Indices. Neither Bloomberg nor Barclays approves or endorses this material, or guarantees the accuracy or
completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained
therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or
damages arising in connection therewith.



