Trend Macrolytics, LLC
\ Donald Luskin, Chief Investment Officer

Thomas Demas, Managing Director
Tl e I]_d Michael Warren, Energy Strategist

Data Insights: Federal Reserve
Wednesday, January 29, 2025

Today's FOMC statement: how the language changed from prior meeting
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Federal Reserve issues FOMC statement

Recent indicators suggest that economic activity has continued to expand at a solid pace.
Since-earlierThe unemployment rate has stablllzed ata Iow level in the—year—recent months,
and labor market conditions K

butremainslow-remain solid. Inflatlon—has—made—pmg%ess—tewam—the—@emmﬁtee—s—}pe#eem
objective-but remains somewhat elevated.

The Committee seeks to achieve maximum employment and inflation at the rate of 2 percent
over the longer run. The Committee judges that the risks to achieving its employment and
inflation goals are roughly in balance. The economic outlook is uncertain, and the Committee
is attentive to the risks to both sides of its dual mandate.

In support of its goals, the Committee decided to lewermaintain the target range for the
federal funds rate by-1/4-percentage-pointtoat 4-1/4 to 4-1/2 percent. In considering the
extent and timing of additional adjustments to the target range for the federal funds rate, the
Committee will carefully assess incoming data, the evolving outlook, and the balance of risks.
The Committee will continue reducing its holdings of Treasury securities and agency debt
and agency mortgage-backed securities. The Committee is strongly committed to supporting
maximum employment and returning inflation to its 2 percent objective.

In assessing the appropriate stance of monetary policy, the Committee will continue to
monitor the implications of incoming information for the economic outlook. The Committee
would be prepared to adjust the stance of monetary policy as appropriate if risks emerge that
could impede the attainment of the Committee's goals. The Committee's assessments will
take into account a wide range of information, including readings on labor market conditions,
inflation pressures and inflation expectations, and financial and international developments.

Voting for the monetary policy action were Jerome H. Powell, Chair; John C. Williams, Vice
Chair; Fhemas+-Barkin-Michael S. Barr; Raphael\W-Bestic-Michelle W. Bowman; Susan M.
Collins; Lisa D. Cook; Mary-&-—DBalyAustan D. Goolsbee; Philip N. Jefferson; Adriana D.
Kugler Alberto G. Musalem; JeffrevR Schmld and ChrlstopherJ Waller#eﬂng—agamst—the

Source: FRB, TrendMacro analysis

Copyright 2025 Trend Macrolytics LLC. All rights reserved. This document is not to be forwarded to individuals or organizations not
authorized by Trend Macrolytics LLC to receive it. For information purposes only; not to be deemed to be recommendations for buying
or selling specific securities or to constitute personalized investment advice. Derived from sources deemed to be reliable, but no
warranty is made as to accuracy.


http://www.federalreserve.gov/newsevents/press/monetary/20250129a.htm
http://www.federalreserve.gov/newsevents/press/monetary/20241218a.htm

Other voices: number and direction of FOMC decision dissents
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So many policy rules, so little inclination to follow any of them. ..
As of December 5, 2024 Based on inputs from: ™ FOMC SEP m CBO = Cleveland Fed
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https://www.clevelandfed.org/en/our-research/indicators-and-data/simple-monetary-policy-rules.aspx

The Fed's assets,
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and how they are funded (USD billions)
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Sector and maturity breakdown of Fed government securities, USD trillions
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The Fed’s asset purchases, and their effects on markets

Stocks and bond yields react to changes in Fed Treasury, agency and MBS holdings
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Fed Treasury and MBS portfolio: size, maturity and risk index
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Fed Treasury and MBS portfolio: size by sector and maturity
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Money supply growth, YOY quarterly
= M1 == M2 — Monetary base
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https://en.wikipedia.org/wiki/Equation_of_exchange#History

“Dot plots” of “appropriate policy path” in the pandemic funds rate cycle
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SVB failure

First rate cut
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https://www.federalreserve.gov/monetarypolicy/guide-to-the-summary-of-economic-projections.htm

Tracking the "dotplots” in high-res  As of September FOMC
FOMC participants' estimate of "appropriate” target fed funds rate ® Vote by participant O Median
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https://www.federalreserve.gov/monetarypolicy/timeline-summary-of-economic-projections.htm

“R-star” — the ultimate dot-plot

FOMC participants' estimate of “longer run” target funds rate
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Forecast v actual: economic projections FRB and presidents = Forecast #Actual

As of September FOMC
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https://www.federalreserve.gov/monetarypolicy/timeline-summary-of-economic-projections.htm

The evolution of uncertainty As of September FOMC

Diffusion indices from FOMC participants’ risk self-assessments in Summary of Economic Projections
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https://www.federalreserve.gov/monetarypolicy/timeline-summary-of-economic-projections.htm

