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US FOMC: Rising expectation, stay away from politics

During the FOMC meeting last night, the central bank held its benchmark -\ irs Global Market Team

federal-funds rate steady in a range between 5.25% and 5.5%, the
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highest level in more than two decades.

In the press meeting session, Chair Powell stated that “It's a highly
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“and we want to get that right,” signaling that the rates may not be raised

higher but will be kept longer. He also reiterated that more “real” evidence

is needed, and the Fed will not consider any cuts until the governors are
able to observe the continuation of good economic and inflation data.

Regarding the negative views on the economy, it was the first time for
him not to mention the crisis in banking industry and the stability of
banking system. It seems like roughly a year past the bankruptcy of SVB,
several rounds of stress tests for commercial banks allow the Fed to
regain its confidence in the banking system.

Apart from that, 2024 is absolutely an election-dominating year and most
importantly, we have the presidential election in US at the end of the
year. The exact timing for cuts has already been a plight for Fed
governors and now they even need to deal with political pressure and
non-economic factors. Sen. Sherrod Brown, the chairman of the Senate
Banking Committee, has urged Powell to lower interest rates soon in an
effort to make housing more affordable, paving ways for better economic
conditions during the election period. However, as always, Fed officials
insist politics won’t influence their decisions as Powell says yesterday,
“This year is going to be a highly consequential year for the Fed and for
monetary policy, and we’re, all of us, very buckled down and focused on
doing our jobs,”.
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Our Views on FX & Rates:

The most remarkable part for markets was Powell’'s unprovoked
statement that he didn’t think that it is necessary to cut in March. That
being said, the statement and press conference appeared to preserve
flexibility, making Powell’'s apparent willingness to sell that option
somewhat surprising. Ultimately, it underscores the central idea that the
case for a material, front-end-led rally in US rates lies heavily with growth

weakness.

As long as the greenback holds carry advantages, we don’t see the
chance for it to weaken significantly since its economy is still
outperforming most of the developed market. However, we do think the
turnaround of FOMC could trigger a USD sell-off with abundant carry
position unwind, this is especially true nowadays given that the market
now acts more with expectation instead of reality.

The US rates may steepen a bit with intact economic growth momentum,
and the fed fund future reprice from 150bps to 125bps cut for 2024. From
our standpoint, the price has well-reflected the fundamentals now along
with a better growth/inflation backdrop. That said, mindfulness of the
somewhat careful Fed reaction function leaves us still inclined to express
this via less carry-intensive steepening exposure like 5s10s.

Fig.1l: Latestprobabilities of FOMCrate moves

MEETING DATE 325-350 350-375 375-400 400-425 425-450 450-475 475-500 500-525 525-550

3/20/2024 0.0% 00% 0.0% 0.0% 355% 64.5%
5/1/2024 00% 0.0% 0.0% 00% 00% 0.0% 31.2% 61.0% 7.8%
6/12/2024 0.0% 0.0% 0.0% 00% 28% 339% 56.2% 71% 0.0%
7/31/2024 0.0% 0.0% 0.0% 26% 321% 54.9% 10.0% 04% 0.0%
9/18/2024 0.0% 0.0% 26% 31.5% 544% 109% 06% 0.0% 0.0%
11/7/2024  0.0% 1.6% 20.5% 45.7% 274% 45% 02% 0.0% 0.0%
12/18/2024 1.3% 17.5% 41.7% 303% 82% 09% 00% 0.0% 0.0%
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Disclaimer

This report is generated by the analyst at CUIRS Investment Research (hereby “CUIRS” including any of its member).
CUIRS is a non-profit student organizations aims to enhance the student’s investment research ability in Hong Kong.
This report is not an investment recommendations and CUIRS is not responsible for any clients, the information and
investment insights is published only for students’ self-practices.

All information provided herein is for informational purposes only. CUIRS do not invest money or act as a financial
adviser to clients or accept investment commissions or fees. Financial investing is a speculative, high-risk activity. No
offers to buy or sell any security are being made on this student research report.

THERE CAN BE NO ASSURANCE THAT ANY PRIOR SUCCESSES, OR PAST RESULTS, AS TO INVESTMENT
EARNINGS, OR OTHER INFORMATION, CAN BE USED AS AN INDICATION OF YOUR FUTURE SUCCESS OR
RESULTS.

READERS OF THIS REPORT ARE ADVISED TO DO THEIR OWN DUE DILIGENCE WHEN IT COMES TO MAKING
BUSINESS AND FINANCIAL DECISIONS AND ALL INFORMATION

YOU AGREE THAT THE CHINESE UNIVERSITY OF HONG KONG INVESTMENT RESEARCH SOCEITY (“CUIRS”)
OR ANY OF ITS MEMBER.ARE NOT RESPONSIBLE FOR THE SUCCESS OR FAILURE OF YOUR BUSINESS
DECISIONS RELATING TO ANY INFORMATION PRESENTED BY THIS REPORT OR ANY CONTENT

GENERATED BY THE CHINESE UNIVERSITY OF HONG KONG INVESTMENT RESEARCH SOCEITY (“CUIRS”)
OR ANY OF ITS MEMBER.

No Investment Advice

The information in this report has been complied from sources we believe to be reliable, but we do not hold ourselves
responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any securities. All
opinion and estimates include in this report constitute our judgement as of this date and are subject to change without
notice. The report is for academic purpose only, you should not regard this report as an
investment/legal/tax/financial/any recommendation or offerto buy any securities.

Any use, disclosure, distribution, dissemination, copying, printing or reliance on this publication for any other purpose
without our prior consent or approval is strictly prohibited. All rights reserved to CUIRS and any of its members,
including the directcomposers of this report.

CUIRS will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any of
the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or
solicitation of an offer to buy or sell any of the securities or investments mentioned herein in any country or jurisdiction
nor, unless expressly provided, any recommendation or investment opinion or advice. This research report is not to be
relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the
securities mentioned, as it does not take into account the specific investment objectives, financial situation and
particular needs of any person.

CUIRS Analyst Certification
The CUIRS analysts hereby certify that they have not received and will not receive direct or indirect compensation in
exchange for expressing specific recommendations or views in this report.

About The Chinese University of Hong Kong Investment Research Society (CUIRS)

Established in 2022, CUIRS was founded by 7 undergraduates at The Chinese University of Hong Kong, to enhance
students’ investment research ability across various asset classes in global markets, to further achieve future career
success. Our goal is to establish strong in-house research abilities by delivering high-quality monthly research.
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