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Takeawav: FOMC Rate Decision

While the FOMC is leaving rates unchanged at 5.25-5.5%, today’s statement is signals that the FED is taking a longer view on inflation
trends while acknowledging that the recent data is coming in hotter than they initial anticipated. Leading up to the statement and
press conference, the market was anticipating a hawkish turn (i.e., less rate cuts, also starting later) and that is exactly what was
delivered. We still maintain the belief that July will be the first cut, but also believe that will be the only cut in 2024.
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The FOMC Rate Decision today to hold interest rates comes amidst a backdrop of resurgent inflation and a labor market that remains
stable, which has impacted the market expectations for cuts. The market now only sees two rate cuts over the next year, translating to
a total of 50 basis points of rate cuts through till April 2025, with the expectation that the first cut will occur at the November meeting.

Inflation & the Labor Market

Recent inflation indicators have underscored a notable resurgence in inflation, with prices heating up more than the market had
already anticipated. The CPI YoY escalated to 3.5%, higher than the anticipated 3.4%, while the Core CPI (Ex Food & Energy) remained
at 3.8% versus expectations of a slight decrease to 3.7%. The PPI (Ex Food & Energy) YoY also reflected higher-than-expected inflation,
recording a 2.4% increase against a forecast of 2.3%. This pattern of persistent price increases was also confirmed in the Core PCE YoY
Deflator — the most closely watched gauge of inflation for the FED — when prices rose 2.7% versus the market estimated 2.6%. Further
compounding inflation concerns, the April final reading of the University of Michigan consumer sentiment survey revealed a rise in 1-
yr inflation expectations to 3.2% from the preliminary reading of 3.1%, marking the highest level since November.

Due to these developments and the fact that the disinflationary base effect from Fall/Winter 2023 is going to roll off, attention is
increasingly turning to the labor market as a critical indicator for the timing of interest rate cuts. As it stands, the labor market remains
stable, although some signs of cooling will be closely watched in the data set to be released this Friday.

Market Expectations (immediately following the decision)

Due to the resurgence in inflation and a still stable labor market, market expectations for interest rate cuts have notably changed. The
tables below highlight those notable swings for two of the more discussed months, July and September. Another interesting
development for these market expectations is that as of today they started including probabilities for hikes.

500-525 Range | 525-550 Range 475-500 Range | 525-550 Range

1 Month ago 51.97% 28.19% 1 Month ago 40.28% 10.15%

Current 18.69% 80.03% Current 8.51% 50.53%
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PROGRAMS AND
SERVICES

NEED TO ACCESS FUTURES
AND OPTIONS MARKETS?

FCM offers a variety of methods for
accessing the derivatives market
and can help choose which is the
best fit for your business. If you're
already ufilizing futures and options,
FCM can provide the liquidity you
need to manage your price risk
efficiently and cost-effectively.

HOLDING EXCESS INVENTORY
IN A FALLING MARKET?

If your company is holding
material that is at risk of declining
in value, FCM can protect the
value of your material while
enabling you to have JIT
inventory. Additionally, this
solution helps raise capital on
your balance sheet.

BIDDING ON A
PROJECT AND NEED TO
HOLD A FIRM PRICE?

FCM can hold a fixed price while
you waif fo hear back about

a contract tender, ensuring

that cost estimates remain
unchanged in the meantime.

WHERE THE

flackglobalmetals.com 480.575.3221

PREFER A FIXED OR

FLOATING PRICE?
°

FCM can provide the pricing terms
you want no matter who sources
the material. The details of the
contract are not disclosed, existing
supply chains are not interrupted,
and it can be as simple as issuing
a purchase order.

WANT TO CAP YOUR
PURCHASE PRICE, OR LIMIT
YOUR DOWNSIDE?

Partnering with FCM can
enable you to reap the benefits
if the market moves favorably
but protect you if the market
moves unfavorably. FCM will
give you the option to buy or
sell at a price only if it's better
for you in the future.

NEED HELP PROTECTING
VALUE WHILE IMPORTING
MATERIAL?

FCM can help manage price risk
while your material is in transit,
ensuring that you are not holding
mispriced material by the time the
material arrives at its destination.

NEED TO MEET ESG
MANDATES?

FCM can supply and retire
voluntary carbon offset credits
on your behalf, as well as
consult, advise, and execute
carbon neutrality strategies.
FCM is a member of all the
maijor registries and sources
offsets directly from project
developers all over the world.
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