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;\ Is the Fed's silence becoming one of the market's loudest signals? This week's FOMC meeting delivered a widely
expected pause, but the more telling story may be what was left unsaid. For the second time since July, investors
were left to interpret limited guidance on their own, and the market's reaction suggests some were hoping for more
conviction. With inflation still above target and midterm elections next week, the path of rates may hinge less on Fed
messaging and more on incoming data and the policy backdrop. In More Talk Than Action? The Fed's Message
Sounds Hauntingly Familiar, our Investment Team shares its takeaways on the meeting's tone and what to watch
heading into December.

« Markets navigated a busy week of economic releases, corporate earnings, and Federal Reserve (Fed) developments, as
resilient growth contrasted with persistent inflation pressures

+ US economic growth accelerated in the third quarter, with GDP increasing 3.4% annualized, up from 2.2% in
2Q, as robust investment and consumer spending continued to drive economic activity

+ Inflation remained elevated as September headline and core PCE increased 3.6% and 3.1% year-over-year,
respectively; real consumer spending was virtually unchanged, and the personal savings rate fell to 3.8%

« The Fed maintained its federal funds targe range at 3.75-4.00%, with two officials dissenting in favor of a 25bp hike
« Chair Warsh reiterated the committee was focused on delivering price stability, but offered little guidance on
the timing of additional tightening
+ He also announced plans to reduce the number of annual rate-setting meetings beginning in 2027
« Treasury yields were lower week-over-week, led by the front-end, as investors reassessed the likelihood of additional
tightening in December
« The 2-year Treasury rate fell 11bps, while the market-implied probability of a December hike declined to 84%

» Corporate earnings drove greater dispersion among issuers as investors assessed Al monetization prospects and
potential disruption risks; investment-grade corporate spreads were unchanged week-over-week at 86bps, while high-
yield spreads tightened 15bps to 312bps

+ Investment-grade corporate issuance of almost $54 billion surpassed this week’s estimates of $30 billion, whereas high-
yield issuers were more cautious, bringing less than $3 billion of supply, despite the recent spread tightening
» Microsoft returned to the primary market for the first time since 2017 with a $25 billion jumbo offering
+ Agency mortgage-backed securities (MBS) extended their strong October performance as rate volatility retreated from
earlier monthly highs
» Municipals remained on pace for their strongest monthly return in over three years, up 3.52% month-to-date
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