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Tentative Fed to Await an All-Clear to Ease

At the conclusion of the Federal Open Market Committee's two-day monetary policy meeting on Wednesday, it is
highly likely that the Fed funds target range will remain at 5%.%-5%%. Although core CPI inflation eased to 3.8%
year-over-year in February from 3.9% in January, inflation persists at elevated levels, with a slower pace of
moderation evident in early 2024 compared to the peak core inflation rate of 6.6% in September 2022. The latest
employment report paints a murky picture of the labor market, making the payroll and household employment
picture similar to the divergent growth picture from expenditure versus income-based GDP measures.

The Conversation

Disinflation Stalling Out?®
The disinflation indicated by late 2023 inflation reports
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The Rithm Take

Given an unclear picture of both inflation and employment trends, Fed officials will need to see more data before
gaining confidence that economic conditions warrant a rate cut. Interest rate futures markets have repriced to what
we believe is a more realistic path for the Fed funds rate with the initial rate cut now expected at the June FOMC
meeting (in January, the market was priced for a cut in March), and three quarter-point cuts expected this year
(versus the almost seven cuts that were priced in earlier this year). Incoming data on inflation and the labor market
will remain an important focus for both policymakers and market participants.

1. Source: Bureau of Labor Statistics.
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