US Fed FOMC holds policy rate steady; slower pace of
balance sheet reduction from June
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Key takeaways: US Fed FOMC meeting, May 2024

« At the latest meeting of the US Federal Reserve (Fed) Federal Open Market Committee (FOMC) that concluded
on May 1, the committee kept the target range for the federal funds rate unchanged at 5.25-5.50%,
implying no change since July 2023. However, in its latest statement, the FOMC noted the “lack of further
progress towards the 2% inflation objective in recent months.”

« The FOMC decided to slow the pace of its balance sheet reduction by lowering the monthly redemption cap
on Treasury securities from USD60bn to USD25bn, starting June 2024. In the post policy conference, Chair
Powell noted that the next move by the FOMC is unlikely to be a hike. While financial markets sought
respite in this statement, Chair Powell also stated that the FOMC was prepared to hold rates steady for as
long as needed, at least until the pace of disinflation was sufficient to give confidence for a rate cut.

* Economic data remains mixed, with certain pockets of weakness.

While recent inflation prints, including the employment cost index, were unexpectedly strong, there was
a marked slowdown in the latest headline GDP data.

Monthly change in nonfarm payrolls, one of the key indicators of labor market conditions, moderated to
a six-month low at 175,000 in April.

Conference Board’s Consumer Confidence Index deteriorated for the third consecutive month in April,
reaching its lowest level since July 2022 amid concerns over current employment situation.

The Fed’s latest Beige Book noted weakness in discretionary spending in several districts due to
consumers’ elevated price sensitivity, which was also noted in the minutes of March FOMC meeting.
There have also been lingering concerns over credit quality of certain consumer and commercial real
estate loans, and their linkages to the banking system. The New York Fed’s latest quarterly report on
household debt and credit (Q4-2023) noted higher credit card and auto loan transitions into
delinquency, signaling financial stress, especially among younger and lower-income households.

« The next US Fed FOMC meeting is scheduled on June 11-12.



Policy held steady; balance sheet reduction to ease as expected W

Target range for Federal Funds rate held since July 2023
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Pace of Fed balance sheet reduction to moderate from June
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Fed FOMC dot plot: Assessment of federal funds rate in the longer run
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Mixed signals from economic data

Recent PCE inflation stronger than expected

Latest ECI print surprised on the upside
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Real GDP growth in Q1-2024 firm but continued to moderate

Increase in nonfarm payrolls eased to six-month low in April
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DISCLAIMER:

We are committed to providing completely independent views to help our clients reach a better decision. This document is provided for assistance only and is not
intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document should be construed as investment or financial advice,
and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document.
The intent of this document is not in recommendary nature. The recipient of this document should make such investigations as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult its
own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. Trust Group
has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, is made as to the accuracy,
completeness or fairness of the information and opinions contained in this document. The Company reserves the right to make modifications and alternations to this
statement as may be required from time to time without any prior approval. Trust Group, its affiliates, their directors and the employees may from time to time,
effect or have effected an own account transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to
perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities
functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting the document. This report has been
prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of Trust Group. The views expressed are
those of analyst and the Company may or may not subscribe to all the views expressed therein. Neither the Firm, not its directors, employees, agents or
representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise
from or in connection with the use of the information. This document is being supplied to you solely for your information and may not be reproduced, redistributed
or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose.
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