Fed Watch: Big picture remains intact

The Fed keeps key rates constant and maintains a low profile on when to expect a
first rates cut. Greater confidence in achieving price stability is still needed. Higher than
expected inflation readings in January and February are no game-changer but rather part
of a bumpy road towards the inflation target. Looking at the Fed's projections 75 basis
points in rate cuts remain the base case for 2024 (unchanged to December). It is unlikely
that key rates will be lowered at the next meeting in May. What will be done, however, is
to slow the pace of quantitative tightening. The balance sheet will continue to decline, yet
slowing the pace will allow the Fed to better assess when 'enough is enough'. For markets
it was a dovish meeting given the hawkish positioning in advance.
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Summary of Economic Projections by FOMC members: March 2024

2024 2025 2026 longer-run
GDP Growth 2.10 & 2.00 & 2.00 & 1.80 ==
prior 1.40 1.80 1.90 1.80
Unemployment Rate 400w 4.10= 400w 4.10=
prior 4.10 4.10 4.10 4.10
Inflation 2.40 = 2.20 & 2.00 = 2.00 =
prior 2.40 2.10 2.00 2.00
Core Inflation 2.60 & 220 = 2.00 =
prior 2.40 2.20 2.00
Policy Rate 4.60 = 3.90 & 3.10 4 2.60 &
prior 4.60 3.60 2.90 2.50

Projections represent the median of FOMC members. GDP growth and inflation rates refer to Q4/Q4 growth rates of the
respective year, while the unemployment rate corresponds fo the Q4 average. The policy rate shows the mid-point of the target
range of the Federal Funds Rate. Inflation rates are based on the PCE price index and core inflation excludes energy and food
prices.

Source: Federal Reserve, Refinitiv, RBI/Raiffeisen Research

The Federal Reserve decided to keep key interest rates constant at the target range
between 5.25 and 5.5%. This is no surprise and has been widely expected both by
investors and economists alike. Nevertheless, it is interesting that the monetary policy
statement has not been changed at all compared to the statement in January. Economic
growth is seen as solid, the labour market as strong and inflation as having eased yet
remaining elevated. Given the acceleration in inflation momentum since the last FOMC
meeting (January and February data) one could have expected a stronger word of caution.
This was not the case, which suggests that the Fed does not see the situation materially
different now compared to two months ago. Further, the FOMC decided to keep its short-
term forward guidance for key interest rates unchanged. This states that "the Committee
does not expect it will be appropriate to reduce the target range until it has gained greater
confidence that inflation is moving sustainably towards 2%". Thus, no rate cut at the next
meeting on May 1stis planned.

Anyway, the focus was on the updated economic projections, particularly on the

expectations for the federal funds rate. The median projection for 2024 remained
unchanged, which is three 25 bp rate cuts until year-end, probably starting in June. Yet,
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the distribution has shifted slightly to the hawkish side and for 2025 also the median
drifted upwards, suggesting three not four rate cuts (similar to 2026). On other variables,
the projection for GDP growth has been revised to the upside, most strongly for 2024
(2.1 instead of 1.4%). Also inflation forecasts have been revised to the upside but this was
done rather selectively. The upward revision in PCE core inflation from 2.4 to 2.6% for
2024 is most noticable in that respect. This most likely reflects the higher starting point
with higher than expected inflation releases for January and February. Overall, the FOMC's
economic projections were in line with our expectations of broadly confirming the outlook
from December but also reflecting some hawkish risks.

The market reaction can be described as dovish. Treasury yields declined, particularly
short maturities, and the US dollar weakened. We see this mainly as a reflection of the
market's positioning for hawkish surprises in the days prior to the meeting. While the
direction on markets was quite clear for short-term bonds and the currency, the 10-year
yield was quite volatile and undecided. The slightly higher view on the Fed's longer-run
rate might have been a source for investors being more hesitant to take on duration risk.

As in most FOMC meetings, the press conference added important details. Chair Powell
described the higher inflation readings of January and February as unpleasant but no
cause for panic. The higher inflation prints haven't changed the overall story but rather
confirmed that the road to price stability is a bumpy one. Thus, the FOMC sees this as a
confirmation to remain cautious after the inflation optimism during the last quarter of
2024 when inflation prints came in below expectations. On the outlook, the Fed needs
to gain greater confidence to start cutting rates. On when this greater confidence might
be reached, Chair Powell gave not hints, emphasizing the Fed's data-driven / meeting-by-
meeting approach. What is worth noting, is that Powell emphasized the labour market a
bit more this time. An unexpected worsening in labour market conditions could also cause
the Fed to cut interest rates, so Powell. For markets, interest rate volatility will remain high
around important inflation and labour market data releases. We continue to see a first
rate cut in June as the most likely scenario.

On a final note it is important to consider the balance sheet. It indeed seems to be
that a decision on the balance sheet will be taken earlier than on key interest rates.
While the official monetary policy statement kept the same language on the balance
sheet rundown (following the pre-announced plan), Chair Powell was quite outspoken
that a decision can be expected at the next meeting. The FOMC started its discussion
to slow the pace of the Fed's security rundown at this meeting. A decision will be taken
"fairly soon", which strongly hints to the next meeting. Topics regarding changes to the
balance sheet's composition (shift from MBS to Treasuries or from long-term to short-
term maturities) should not be expected (yet). The motivation to slow the pace of QT is
to avoid a situation like in 2019 when the supply of reserves turned scarce much earlier
than expected. Slowing QT will give the Fed time to monitor markets for signs of scarcity
not only in the aggregate but also in the distribution.
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Disclosure

Risk notifications and explanations
Warnings

» Figures on performance of economic data presented in this publication refer to the past. Past performance of these data is not
a reliable indicator for future results and the development. This is particularly true in cases when the data has been available
short (e. g., for less than 12 months). In particular, this very short comparison period is not a reliable indicator for future results
and the development of economic data.

* The performance of economic data can rise or fall due to exchange rate fluctuations.

» Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may deviate from
the forecast. Consequently, forecasts are not a reliable indicator for future results and the development of economic data.

The information in this publication which is contributed by analysts from RBI's subsidiary banks are disseminated unaltered under
RBI's responsibility.

A description of the concepts and methods used in the preparation of macro economic analyses is available under:
www.raiffeisenresearch.com/concept_and_methods.

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the context of
macro economic analysis) is available under: www.raiffeisenresearch.com/sensitivity_analysis.

Disclaimer

Responsible for this publication: Raiffeisen Bank International AG (,RBI")

RBI is a credit institution according to 81 Banking Act (Bankwesengesetz) with the registered office Am Stadtpark 9, 1030 Vienna,
Austria.

Raiffeisen RESEARCH is an organisational unit of RBI.

Supervisory authority: As a credit institution (acc. to § 1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International
AG is subject to the supervision by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank
of Austria (OeNB, Oesterreichische Nationalbank). Additionally, RBI is subject to the supervision by the European Central Bank
(ECB), which undertakes such supervision within the Single Supervisory Mechanism (SSM), which consists of the ECB and the
national responsible authorities (Council Regulation (EU) No 1024/2013 - SSM Regulation). Unless set out herein explicitly otherwise,
references to legal norms refer to norms enacted by the Republic of Austria.

This document is for information purposes and may not be reproduced or distributed to other persons without RBI's permission.
This document is a macro economic analysis, which contains no recommendations on financial instruments, indices or issuers of
financial instruments. This document constitutes neither a solicitation of an offer nor a prospectus in the sense of the Austrian
Capital Market Act (Kapitalmarktgesetz) or the Austrian Stock Exchange Act (Borsegesetz) or any other comparable foreign law.
An investment decision in respect of a financial instrument, a financial product or an investment (all hereinafter “product”) must
be made on the basis of an approved, published prospectus or the complete documentation for such a product in question, and
not on the basis of this document.

This document does not constitute a personal recommendation to buy or sell financial instruments in the sense of the Austrian
Securities Supervision Act (Wertpapieraufsichtsgesetz). Neither this document nor any of its components shall form the basis for
any kind of contract or commitment whatsoever. This document is not a substitute for the necessary advice on the purchase or
sale of a financial instrument, a financial product or advice on an investment. In respect of the sale or purchase of one of the above
mentioned products, your banking advisor can provide individualised advice suitable for investments and financial products.
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This analysis is fundamentally based on generally available information and not on confidential information which the party
preparing the analysis has obtained exclusively on the basis of his/her client relationship to a person.

Unless otherwise expressly stated in this publication, RBI deems all of the information to be reliable, but does not make any
assurances regarding its accuracy and completeness.

The information in this publication is current as per the latter's creation date. It may be outdated by future developments, without
the publication being changed.

Unless otherwise expressly stated (www.raiffeisenresearch.com/special_compensation) the analysts employed by RBI are not
compensated for specific investment banking transactions. Compensation of the author or authors of this report is based (amongst
other things) on the overall profitability of RBI, which includes, inter alia, earnings from investment banking and other transactions
of RBI. In general, RBI forbids its analysts and persons reporting to the analysts from acquiring securities or other financial
instruments of any enterprise which is covered by the analysts, unless such acquisition is authorised in advance by RBI's Compliance
Department.

SPECIAL REGULATIONS FOR THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND (UK): This document does not
constitute either a public offer in the meaning of the Austrian Capital Market Act (Kapitalmarktgesetz; hereinafter ,KMG") nor a
prospectus in the meaning of the KMG or of the Austrian Stock Exchange Act (BOrsegesetz). Furthermore, this document does
not intend to recommend the purchase or the sale of securities or investments in the meaning of the Austrian Supervision of
Securities Act (Wertpapieraufsichtsgesetz). This document shall not replace the necessary advice concerning the purchase or the
sale of securities or investments. For any advice concerning the purchase or the sale of securities of investments kindly contact
your RAIFFEISENBANK. This publication has been either approved or issued by RBI in order to promote its investment business.
Raiffeisen Bank International AG (“RBI”), London Branch is authorised by the Austrian Financial Market Authority and subject to
limited regulation by the Financial Conduct Authority (“FCA”). Details about the extent of its regulation by the FCA are available
on request. This publication is not intended for investors who are Retail Customers within the meaning of the FCA rules and shall
therefore not be distributed to them. Neither the information nor the opinions expressed herein constitute or are to be construed
as an offer or solicitation of an offer to buy (or sell) investments. RBI may have affected an Own Account Transaction within the
meaning of FCA rules in any investment mentioned herein or related investments and/or may have a position or holding in such
investments as a result. RBI may have been, or might be, acting as a manager or co-manager of a public offering of any securities
mentioned in this report or in any related security.

SPECIFIC RESTRICTIONS FOR THE UNITED STATES OF AMERICA AND CANADA: This document may not be transmitted to, or
distributed within, the United States of America or Canada or their respective territories or possessions, nor may it be distributed
to any U.S. person or any person resident in Canada, unless it is provided directly through RB International Markets (USA) LLC
(“RBIM"), a U.S. registered broker-dealer, and subject to the terms set forth below.

SPECIFIC INFORMATION FOR THE UNITED STATES OF AMERICA AND CANADA: This research document is intended only for
institutional investors and is not subject to all of the independence and disclosure standards that may be applicable to research
documents prepared for retail investors. This report was provided to you by RB International Markets (USA) LLC (RBIM), a U.S.
registered broker-dealer, but was prepared by our non-U.S. affiliate Raiffeisen Bank International AG (RBI). Any order for the
purchase or sale of securities covered by this report must be placed with RBIM. You can reach RBIM at 1177, Avenue of the Americas,
5th Floor, New York, NY 10036, phone +1 212-600-2588. This document was prepared outside the United States by one or more
analysts who may not have been subject to rules regarding the preparation of reports and the independence of research analysts
comparable to those in effect in the United States. The analyst or analysts who prepared this research (i) are not registered or
qualified as research analysts with the Financial Industry Regulatory Authority (“FINRA”) in the United States, and (ii) are not allowed
to be associated persons of RBIM and are therefore not subject to FINRA regulations, including regulations related to the conduct
or independence of research analysts.

The opinions, estimates and projections contained in this report are those of RBI only as of the date of this report and are subject
to change without notice. The information contained in this report has been compiled from sources believed to be reliable by RBI,
but no representation or warranty, express or implied, is made by RBI or its affiliated companies or any other person as to the
report’s accuracy, completeness or correctness. Securities which are not registered in the United States may not be offered or sold,
directly or indirectly, within the United States or to U.S. persons (within the meaning of Regulation S under the Securities Act of
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1933 ["the Securities Act"]), except pursuant to an exemption under the Securities Act. This report does not constitute an offer with
respect to the purchase or sale of any security within the meaning of Section 5 of the Securities Act and neither shall this report
nor anything contained herein form the basis of, or be relied upon in connection with, any contract or commitment whatsoever.
This report provides general information only. In Canada it may only be distributed to persons who are resident in Canada and
who, by virtue of their exemption from the prospectus requirements of the applicable provincial or territorial securities laws, are
entitled to conduct trades in the securities described herein.

If any term of this Disclaimer is found to be illegal, invalid or unenforceable under any applicable law, such term shall, insofar as

it is severable from the remaining terms, be deemed omitted from this Disclaimer. It shall in no way affect the legality, validity or
enforceability of the remaining terms.
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