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The Federal Reserve Open Market Committee (FOMC) maintained the federal funds rate in the 5.25% to 5.50% range but
announced a slowing of the pace of Quantitative Tightening (QT). Beginning in June, the runoff cap for Treasury securities

will be reduced to $25 billion per month, from $60 billion. The mortgage-backed securities runoff cap remains at $35 billon.

The rebound in inflation has pushed out rate cut expectations for 2024. Services inflation is running hot and the deflationary
impulse on the goods side from easing supply chains has diminished. This is why the Fed was more hawkish regarding the

progress on inflation, signaling an intent to wait longer to ensure that inflation will sustainably move to the 2% target.

For the Fed to gain confidence, it needs the economy to show some signs of cooling. But with consumer spending running
at a 2.5% quarter-on-quarter annualized pace, there is little evidence that demand-driven inflation will ease soon.

Consequently, we have adjusted our forecast and now expect one 25 bps rate cut in the Fall.

Dr. Abdur Chowdhury is a retired Professor of Economics at Marquette University, the Chief Economist at Capital Market Consultants, Inc. (CMC) and a member of the Federal Reserve Board of Chicago’s Academic Advisory
Council. CMC provides capital market, investment manager and economic research to financial professionals (for more information about Capital Market Consultants, Inc. see our website at (www.cmarkc.com).
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reliable, but we cannot assure its accuracy or completeness. Neither the information nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. Any reference to past performance is not to
be implied or construed as a guarantee of future results.
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