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FOMC Meeting: The Fed cut rates by 25 basis points in November

3

e The FOMC continued on its rate normalisation cycle with a 25 bps cut in November.

e The post-meeting statement removed the description on inflation that the FOMC "has
greater confidence that inflation is moving sustainably towards 2%".

e Fed Chairman Powell remains open over the FOMC's next move in December.

The Fed cut rates by 25 bps in November, continuing on its rate normalisation cycle. During its
November meeting, the Federal Open Market Committee (FOMC) voted unanimously to lower the
federal funds rate by 25 basis points (bps) to a target range of 4.50-4.75%. Simultaneously, the Fed
will continue to reduce its holdings of securities. In the post-meeting statement, there were several
changes in language compared to September's statement. Notably, the previous description on
inflation that the FOMC “has gained greater confidence that inflation is moving sustainably towards
2%" is removed. Additionally, the statement now references that “inflation has made progress.... but
remains somewhat elevated” instead of “inflation has made further progress.” This could signal that
the FOMC has remained cautious and attentive towards inflation risks. Regarding the labour market,
the statement now mentions that “labour market conditions have generally eased.”

Fed Chairman Jerome Powell is confident that inflation progress remains on track. At a post-
meeting press conference, Fed Chairman Powell mentioned that even though the 12-month core
PCE inflation rate has stagnated, the 3-month and 6-month core PCE rates were around 2.3%,
indicating significant progress has been made since last year. Powell believes that “catch-up”
inflation is likely to persist, as significant portions of inflation, such as housing services, will take a
while to feed into the data dueto the timing and length of housing leases. Thus, he expects inflation
is likely to ease further, even though bumps are still likely ahead. When talking about December's
FOMC meeting, Powell said that a further rate cut remains open and dependent on upcoming
economic data.
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Powell also avoided giving concrete forward guidance, citing significant economic uncertainties.
On the election of Trump, Powell stated that the election will have no bearing on policy decisions in
the near term. When the timing and substance of any policy changes are clearer, the Fed will model
these developments to calibrate its monetary policies accordingly. He also said that he intends to
serve out his full term until 2026. On the path forward, Powell said that there is a fair amount of
uncertainty, when discussing the rate outlook in 2025. This is especially the case, since there are
widespread worries that Trump's economic policy would be inflationary. Overall, existing monetary
environment is still restrictive and future policy moves are likely to ease further.
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We expect one more 25 bps rate cut in December. Going forward, with a further moderation in
inflation and a cooling labour market, we expect one more 25 bps rate cut in December and
quarterly rate cuts of 25 bps each in 2025 and in 2026 until it reaches the neutural rate of 2.50%-
2.75%. Though future decisions and forecasts are still dependent on data and Trump's policy
actions, which include his tariff proposals and tax cut plans. Meanwhile, banks in Hong Kong
reduced their prime rates by 25 bps after the Fed's cut in November, an unexpected move based
on the experiences of prior easing cycles. If the Fed proceeds with a 25 bpsrate cut in December,
there is a possibility that banksin Hong Kong will follow again and cut their prime rates further next
month.

US Long Term Inflation Expectations
US 5Y/5Y Forward Swap
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This material is prepared by The Bank of East Asia, Limited ("BEA") for customers' reference only. The content is
based on information available to the public and reasonably believed to be reliable, but has not been independently
verified. Any projectionsand opinions contained herein are expressed solely as general market commentary, and do
not constitute an offer of securities or investment, nor a solicitation, suggestion, investment advice, or guaranteed
return in respect of such an offer. The information, forecasts, and opinions contained herein are as of the date
hereofandare subject to change without prior notification, and should not be regarded as any investment product
or market recommendations. This material has not been reviewed by the Securities and Futures Commission of
HongKong, HongKong Monetary Authority, or any regulatory authority in Hong Kong.

BEA will update the published research as needed. In addition to certain reports published on a periodic basis, other
reports may be published atirregularintervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the information and stated returns contained in this material, and no liability is accepted for any
loss arising, directly or indirectly, from any use of such information (whether due to infringements or contracts or
other aspects). Investment involvesrisks. The price of investment products may go up or down, and may become
valueless. Past performance is not indicative of future performance. The investments mentioned in this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipient are not considered. Therefore, you should not make any investment decisions based
solely on this material. You should make investment decisions based on your owninvestment objectives, investment
experience, financial situation, and specific needs; if necessary, you should seek independent professional advice
before makingany investment.

Thismaterialisthe property of BEA andis protected by relevant intellectual property laws. Without the prior written
consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published,
broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor through any
media platforms that exist now or are developed later.

For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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