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Key takeaways

@ The Federal Reserve held interest rates unchanged, as widely
expected, at 3.75%-4.00% in a 10-2 decision, with two
policymakers favouring a further 0.25% increase. We continue
to expect a 0.25% hike in December, followed by unchanged
rates throughout 2027 and 0.50% of cuts in H1 2028.

® The Fed upgraded its assessment of US economic growth while
maintaining its focus on inflation. The Committee now
describes economic activity as expanding at a “strong” rather
than “solid” pace, supported by resilient consumer spending,
robust business investment and improving productivity.
However, inflation remains elevated, and the Fed emphasised
its preference to wait for additional information before making
future policy decisions.
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€ \We believe stronger economic activity, improving productivity and broadening capital investment
remain supportive of the broader investment outlook. However, elevated Treasury yields, geopolitical
uncertainty and renewed energy price pressures could contribute to periods of market volatility,
reinforcing the importance of maintaining diversified portfolios focused on quality and long-term
fundamentals. We maintain our overweight position in US equities and our preference for high-
quality fixed income with a b-7-year duration.

What happened?

* The Federal Reserve left its target range for the Rate hike expectations at the next December

federal funds rate unchanged at 3.75%-4.00% at FOMC meetings have risen to around 80%
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The October meeting didn’t include an updated
Summary of Economic Projections (SEP) or dot plot.
September’s projections therefore remain the latest
available, with the median federal funds rate forecast at
4.1% for year-end 2026 and 2027, followed by a
gradual decline to 3.9% in 2028. These projections
remain consistent with one additional 0.25% rate
increase before year-end 2026, although they represent
policymakers’ individual assessments rather than a
commitment to future policy action.

We continue to forecast a further 0.25% rate increase
at the December FOMC meeting, bringing the federal
funds target range to 4.00%-4.25%. Thereafter, we
expect the Fed to maintain rates at that level
throughout 2027, allowing time for inflation to move
closer to its 2% target. Looking further ahead, we
forecast cumulative rate cuts of 0.50% during the first
half of 2028, bringing the target range to 3.50%-3.75%.

Markets price in further tightening through
2027
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Fed Chair Kevin Warsh struck a confident tone on the US economic outlook during his opening remarks,
highlighting strengthening growth, resilient consumer spending and robust business investment. He also
expressed confidence in labour market conditions, noting that the unemployment rate is lower than a year
ago, payroll growth has accelerated relative to last year, and the four-week moving average of initial
jobless claims remains near historically low levels. However, inflation remains the Fed's primary concern,
with price pressures having exceeded the central bank's 2% target for nearly six years.

Chair Warsh highlighted renewed increases in energy and related prices, emphasising the importance of

preventing these price pressures from spreading more broadly across the economy and ensuring inflation
expectations remain well anchored. He also acknowledged continued uncertainty surrounding geopolitical
developments and technological changes, which have contributed to periods of financial market volatility.

Changes to the FOMC meeting structure were announced. One meeting in 2027 and two in 2028 will
focus exclusively on broader monetary policy strategy, without an anticipated interest rate vote or policy

statement.

Investment implications

For equity investors, we remain overweight on US equities with a growth and quality bias, supported by
resilient corporate earnings, broadening market participation and structural investment in Al,
infrastructure and re-industrialisation. This reinforces our secular themes of US re-industrialisation and
the technology revolution, which continue to drive the US economy, led by Al. Chair Warsh's
recognition that capital investment is expanding beyond technology reinforces our expectation that
earnings growth and investment opportunities will become increasingly widespread across sectors.
While elevated interest rates and tighter financial conditions may create near-term challenges, we
believe continued earnings momentum and productivity improvements should support US equities. We
continue to favour companies with strong earnings visibility, resilient balance sheets and exposure to

sustainable long-term growth.

Our conviction in high-quality fixed income remains strong, particularly as elevated yields continue to
provide attractive income opportunities. Although uncertainty surrounding the Fed’s next policy move
and the outlook for inflation may contribute to further interest rate volatility, we believe current yield
levels provide a meaningful income cushion for medium-term investors. We maintain our preferred
duration of b-7 years, with a focus on high-quality developed-market investment-grade corporate bonds,

while remaining selective in higher-risk credit.

Relative monetary policy expectations, economic growth differentials and global risk sentiment remain
the primary drivers of currency performance. While resilient US growth could provide some support for
the dollar, the Fed's cautious approach and reduced expectations for additional tightening beyond
December may create near-term headwinds. Geopolitical developments, particularly their impact on
energy prices and inflation, could also influence the direction of the dollar in the near term.
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