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Economic Landing Waved Off?
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Fed Cuts Allowed for Late '70s Inflation Impulse
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Solow Type Growth Model Suggest Slowing in 2024

13 —US Nominal GDP —Model (lagged 1yr)
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Creating New Range or Yield Top?
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Real Yield = Deficit, Volatility and Fed
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TIPS Yield Move Has Been on Fed Expectations
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Strike of Fed Put Is Far Out of the Money

- Unemployment Rate » 5%
- PCE < 2.5%
- ISM Diffusion Indices ~ 45

Ease Strike

Hike Strike

Fed Funds Rate

- Inflation Reaccelerates

- Unemployment Rate < 5%
- Resilient Consumer Spending

Source: Bloomberg Intelligence, G #BI
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September FOMC Minutes Neutral
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SFRZ4 Implied Risk Neutral Probability Density Function
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Rate Level and Curve Shape Tightened Financial Conditions
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Market Pricing Unrealistic Policy Action
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Balance Sheet Policy May Decouple From Rate Policy
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Large Bank HQLA & Liquidity Coverage Ratios

Ticker

JP Morgan
Bank of America
Wells Fargo
Citigroup

State Street
Goldman Sachs
Morgan Stanely
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Yield-Curve Effect on Bank NIMs Has Shifted
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Markets Don’t Ignore Central Bank Policy

—Fed Funds Rate % (L1) —Simple Model Residual (R1)
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Bl US Federal Deficit Forecasts
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Interest Payments Share of Federal Outlays

18.0% Interest % of Federal Outlays

16.0% 15.5%

14.0%

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

A O
o o

O NN O
S o 8’ 0
ISP PN PN

4
2 o

> OO
07 .0".0
,’HN' Q" .0

SR A

Source: Bloomberg Intelligence tellidence & =4
https://blinks.bloomberg.com/news/stories/S34V46T1UMOX =




Sensitivity of Yields to Supply and Economic Shifts
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Debt Supply Doesn’t Matter, Until it Does

7.50

7.00

6.50

6.00

Yield w/5% Nominal GDP

—Stylized 10-yr Yield

] S
N AP

Source: Bloomberg Intelligence
https://blinks.bloomberg.com/news/stories/S3E4G5DWLU68

S G S S S O G O 8p O
A P® P P A P a°~n"¢°¢9

Debt to GDP




Yield Beta Shift to Economy As Supply Swells

10-yr Treasury Yield %
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Treasury Yield Forecasts

3m SOFR 2s 5s 10s 30s 2s5s 2510s 5s510s 10s30s 2s5s510s 5s510s30s
Actual 10/31/23 5.38 5.07 4.81 4.86 5.01 -0.26 =-0.21 0.05 0.15 -0.31 -0.09

12/31/2024
BI Forecast 448 3.75 3.24 322 357 -0.51 -0.53 -0.02 0.35 -0.49 -0.37

Consensus Forecast 4.35 3.63 3.65 3.77 4.03 0.02 0.14 0.12 0.26 -0.10 -0.14
Implied Forwards 4.62 4.61 4.72 4.89 4.97 0.11 0.28 0.16 0.08 -0.05 0.08

12/31/2025

BI Forecast 2.48 2.65 2.98 3.25 4.02 0.33 0.60 0.27 0.77 0.06 -0.50
Consensus Forecast 3.28 3.54 3.43 3.59 3.83 -0.11 0.05 0.16 0.24 -0.27 -0.08
Implied Forwards 4.08 4.59 4.79 4.98 4.98 0.20 0.39 0.19 0.00 0.01 0.19

Source: Bloomberg Intelligence
https://blinks.bloomberg.com/news/stories/S3FZ46TOG1KW
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BLOOMBERG.COM. Absence of any trademark or service mark from this list does not waive Bloomberg’s intellectual property rights in that name, mark or logo. All
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Bloomberg Intelligence is a service provided by Bloomberg Finance L.P. and its affiliates. Bloomberg Intelligence likewise shall not constitute, nor be construed as,
investment advice or investment recommendations, or as information sufficient upon which to base an investment decision. The Bloomberg Intelligence function,
and the information provided by Bloomberg Intelligence, is impersonal and is not based on the consideration of any customer's individual circumstances. You
should determine on your own whether you agree with Bloomberg Intelligence.
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