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Will the Federal Reserve (Fed) cut rates this year?
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It does seem clear the Committee remains biased to cut rates, but any policy easing will be determined
by how inflation develops over the next few months

At its May meeting, the Federal Open Market Committee (FOMC) voted to leave the Federal funds rate unchanged at a target range of 5.25%-5.50%. The
statement added a new sentence that acknowledged the recent stalling in the broad disinflationary trend, but also maintained the language the

Committee does not anticipate it will cut rates until it is confident inflation is headed towards 2%.

Elsewhere, the statement noted that the Federal Reserve (Fed) will slow the pace of quantitative tightening (QT) beginning in June by reducing the monthly
redemption cap on U.S. Treasury securities from $60bn to $25bn and maintaining the $35bn cap on agency mortgage-backed securities (MBS), though did

not state when QT would end. The committee will reinvest securities maturing in excess of these caps into U.S. Treasuries.

The statement and press conference should not come as a surprise to investors. Recent Fed speech has acknowledged the lack of progress on inflation
and the desire to maintain the current level of policy rates for longer. That said, it does seem clear the Committee remains biased to cut rates, but any policy
easing will be determined by how inflation develops over the next few months. Indeed, since 1980, following a hiking cycle and prolonged pause, the

Committee has never restarted rate hikes again, suggesting there is a very high bar to do so this time around.

For investors, so long as the Fed remains biased to cut rates at some stage, we think risk assets can remain supported, particularly if consumption growth
remains strong as tight labor markets and strong wage inflation support incomes. Indeed, it appears the Committee continues to believe the current level
of policy rates is restrictive as evidenced by the cooling in labor demand. Moreover, bond markets have done a lot of the repricing already given current

expectations for just one full rate cut this year, which seems reasonable.

Equities rallied and yields fell following the meeting, likely reflecting the firm cutting bias. We now expect the Committee will reduce rates 1-2 times this year,
with risks skewed to fewer cuts. Investors should take solace in that growth remains strong, consumption is solid, and while inflation seems sticky, its not
“sticking” at a level that is causing a surge in wages, eroding consumption, or lifting inflation expectations, comfortably putting stagflation fears to rest.
Given this, investors should remain appropriately balanced across domestic and global equites and begin increasing duration exposure as restrictive

policy guides the economy into a soft landing later this year and into next.



Markets are pricing less easing this year as data remains strong

Federal funds futures, as of May 1, 2024
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Source: Bloomberg, CME, J.P. Morgan Asset Management.
Market expectations for policy easing are derived from federal funds futures contracts for December 2023 and 2024.

Data are as of May 1, 2024.
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This website is a general communication being provided for informational purposes only. It is educational in nature and not designed to be a recommendation for any specific investment product,
strategy, plan feature or other purposes. By receiving this communication you agree with the intended purpose described above. Any examples used in this material are generic, hypothetical and for
illustration purposes only. None of J.P. Morgan Asset Management, its affiliates or representatives is suggesting that the recipient or any other person take a specific course of action or any action at
all. Communications such as this are not impartial and are provided in connection with the advertising and marketing of products and services. Prior to making any investment or financial decisions,
an investor should seek individualized advice from personal financial, legal, tax and other professionals that take into account all of the particular facts and circumstances of an investor's own
situation.

Variable annuity guarantees are only as good as the insurance company that gives them. While it is an uncommon occurrence that the insurance companies that back these guarantees are unable to
meet their obligations, it may happen. Annuity withdrawals prior to 59% may be subject to tax penalties, are subject to market risk and may lose value. Riders have additional fees and costs associated
with them, and are subject to additional conditions, restrictions, and limitations.

Opinions and statements of financial market trends that are based on current market conditions constitute our judgment and are subject to change without notice. We believe the information
provided here is reliable but should not be assumed to be accurate or complete. The views and strategies described may not be suitable for all investors.
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JPMorgan Distribution Services, Inc. at 35 1-800-480-4111 or download it from this site. Exchange Traded Funds: Call 1-844-4JPM-ETF or download it from this site.

J.P. Morgan Funds and J.P. Morgan ETFs are distributed by JPMorgan Distribution Services, Inc. JPMorgan Private Markets Fund is distributed by J.P. Morgan Institutional Investments Inc. Both are
affiliates of JPMorgan Chase & Co. Affiliates of JPMorgan Chase & Co. receive fees for providing various services to the funds. JPMorgan Distribution Services, Inc. is a member of FINRA FINRA's
BrokerCheck

INFORMATION REGARDING COMMINGLED FUNDS: For additional information regarding the Commingled Pension Trust Funds of JPMorgan Chase Bank, N.A., please contact your J.P. Morgan Asset
Management representative.

The Commingled Pension Trust Funds of JPMorgan Chase Bank N.A. are collective trust funds established and maintained by JPMorgan Chase Bank, N.A. under a declaration of trust. The funds are
not required to file a prospectus or registration statement with the SEC, and accordingly, neither is available. The funds are available only to certain qualified retirement plans and governmental plans
and is not offered to the general public. Units of the funds are not bank deposits and are not insured or guaranteed by any bank, government entity, the FDIC or any other type of deposit insurance. You
should carefully consider the investment objectives, risk, charges, and expenses of the fund before investing.
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