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Changes at the Federal Reserve

Leadership Evolution

After leading the Federal Reserve since 2018, Jerome Powell’s term as Chair expires on May 15, 2026. While Powell was
nominated to serve as Fed Chair during President Trump’s first term, during his second term, Trump has publicly criticized Powell’s
unwillingness to further reduce interest rates. In early 2026, the Department of Justice announced a criminal investigation
involving Chairman Powell, fueling concerns about the central bank’s independence from the executive branch. While Powell’s
chairmanship will end in May, his term on the Fed’s Board of Governors does not end until January 31, 2028. Unless he chooses
to exit the Fed before then, Powell will remain an active voice in shaping U.S. monetary policy.

After deliberating for months, President Trump announced he would nominate Kevin Warsh to replace Jerome Powell as Chair of
the Federal Reserve. However, Senator Thom Tillis (a Senate Banking Committee member) commited to blocking Warsh’s
nomination until the Department of Justice resolves its investigation of Powell. While Warsh’s nomination plays out politically, it
is important to understand his background and the potential implications for future Federal Reserve policy.

Kevin Warsh — Hawk or Dove?

Kevin Warsh is familiar with the Fed, as he became the youngest Fed governor in history at age 35 and served on the Board of
Governors from 2006 to 2011. During the financial crisis, Warsh often worried about potential inflation rather than the weakened
economy and labor market, reinforcing market perception of him as “hawkish” (a term used to describe those favoring tighter
monetary policy). In fact, Warsh is known for his view that “inflation is a choice”.

However, Warsh'’s views on monetary policy may have evolved over time. More recently, nominee Warsh has publicly advocated
for lower interest rates, despite inflation running above the Fed’s 2% target. When President Trump announced Warsh's
nomination, the yield curve initially steepened.
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Past performance is not indicative of future results.



Shrinking The Fed’s Balance Sheet

Warsh may seek to reduce the size of the Fed’s balance sheet, which has swelled to more than $6T today. Since mid-2022, the
Fed allowed maturing securities to run off its balance sheet (referred to as “quantitative tightening”). After concerns about
waning financial system liquidity, the Fed reversed course in December 2025, allowing principal from treasuries and mortgage-
backed securities to be reinvested.

Over the years, Kevin Warsh has consistently voiced that the Fed should reduce its balance sheet and limit its bond-buying
activities. He reluctantly supported the Fed’s original quantitative easing program during the financial crisis and later resigned
from the Fed in part due to objections over the program’s second iteration (“QE2”). Given the recent about-face from the Fed,
Warsh may desire to resume quantitative tightening, which could impact interest rates and system liquidity.
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Source: Bloomberg, Federal Reserve. “Other” includes foreign currency holdings from swaps, loans from the discount window, and
adjustments.

In the Federal Reserve system, the Chairman holds only one of the twelve votes that decide monetary policy. Part of the Fed
Chair’s power lies in the ability to influence a close vote determined by one or two votes. If Kevin Warsh immediately pushed

The Future Path of Interest Rates
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for interest rate cuts, as sought by President Trump, he may have to persuade other voting members of his position. That said,
no Fed chair has ever been outvoted during a fed funds rate-setting meeting of the Federal Open Market Committee.
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Source: CME Group. Data is based economic projectctions published on 12/10/25. Blue dots indicate the median projection. Red dots
indicate the effective rate implied by year-end fed funds’ future price.
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Past performance is not indicative of future results. Index performance returns do not reflect any management fees, transaction
costs, or expenses. Indices are unmanaged and cannot be invested in directly. Current performance data may be higher or lower
than actual data quoted. Performance for periods greater than 1 year is annualized. 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. 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
orin 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.

The S&P 500 and Dow Jones Industrial Average (“Indexes”) and associated data are a product of S&P Dow Jones Indices LLC, its
affiliates and/or their licensors and has been licensed for use by LCG Associates. © 2021 S&P Dow Jones Indices LLC, its affiliates
and/or their licensors. All rights reserved. Redistribution or reproduction in whole or in part are prohibited without written
permission of S&P Dow Jones Indices LLC. For more information on any of S&P Dow Jones Indices LLC’s indices please visit
www.spdji.com. S&P® is a registered trademark of Standard & Poor’s Financial Services LLC (“SPFS”) and Dow Jones® is a
registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Neither S&P Dow Jones Indices LLC, SPFS, Dow Jones,
their affiliates nor their licensors (“S&P DJI”) make any representation or warranty, express or implied, as to the ability of any
index to accurately represent the asset class or market sector that it purports to represent and S&P DJI shall have no liability for
any errors, omissions, or interruptions of any index or the data included therein.

“BLOOMBERG®” and the Bloomberg indices listed herein (the “Indices”) are service marks of Bloomberg Finance L.P. and its
affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the Indices (collectively, “Bloomberg”) and
have been licensed for use for certain purposes by the distributor hereof (the “Licensee”). Bloomberg is not affiliated with
Licensee, and Bloomberg does not approve, endorse, review, or recommend the financial products named herein (the
“Products”). Bloomberg does not guarantee the timeliness, accuracy, or completeness of any data or information relating to the
Products.

Bloomberg U.S. Aggregate Bond Index is a broad-based benchmark that measures the investment grade, U.S. dollar-
denominated, fixed-rate taxable bond market. This includes Treasuries, government-related and corporate securities, mortgage-
backed securities, asset-backed securities and collateralized mortgage-backed securities. The Index is unmanaged. You cannot
invest directly in an index. The Bloomberg Barclays U.S. Aggregate Bond Index is for comparison purposes only. It may or may
not hold similar securities to those held by LCG’s clients, and therefore, little correlation may exist.

PitchBook’s fund returns data is sourced primarily from individual LP reports, serving as the baseline for their estimates of activity
across an entire fund. For any given fund, return profiles will vary for LPs due to a range of factors, including fee discounts, timing
of commitments, and inclusion of co-investments. This granularity of LP-reported returns—all available on the Pitchbook
Platform—provides helpful insight to industry practitioners but results in discrepancies that must be addressed when calculating
fund-level returns.

Credit Suisse owns all proprietary rights in the Credit Suisse Indices. Credit Suisse does not approve 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.

The Credit Suisse Leveraged Loan Index measures the market-value-weighted performance of the investable universe of USD-
denominated leveraged loans.

Past performance is not indicative of future results.



The Credit Suisse High Yield Index was developed by Credit Suisse to track the performance of the US dollar-denominated high-
yield debt market.

Indices referenced are unmanaged and cannot be invested in directly. Index returns do not reflect any investment management
fees or transaction expenses.

Past performance is not indicative of future results.



