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Throughout my travels, one overarching question people ask me is, why is the Federal Res
erve (Fed) so intent on cutting rates? It’s a great question, don’t you think? I mean,
Tet’s put it in some perspective. If I were to say to you that the unemployment rate is
essentially at a 50-year low and the economy has produced an average of almost 175,000
jobs monthly so far in 2019, chances are you wouldn’t think we’d need to have a rate-cut
discussion. However, this is the state of affairs as summer vacations kick in, and
perhaps illustrates the pressure that policymakers could be feeling from the money and
bond markets (although they can’t admit that). Let’s recap cChairman Powell’s recent
Congressional appearances.

o If Powell wanted to counter the money and bond markets expectation of a July rate
cut, these testimonies were the chance to do just that. with all eyes glued to their
screens, Powell did not say anything to dissuade expectations that a rate cut is
forthcoming.

e Jobs report, what jobs report? when asked point-blank 1if the 3June jobs report
changes his outlook on the economy and rates, Powell said, “The straight answer to
your question is no.”

e In fact, this 1line from his prepared remarks says it all: Since the 3June FOMC
meeting, “it appears that uncertainties around trade tensions and concerns about the
strength of the global economy continue to weigh on the U.S. economic outlook.
Inflation pressures remain muted.”

e So, despite the fact that their “baseline outlook is for economic growth to remain
solid” and the U.S. and china are back at the negotiating table..

e ..unless something dramatic happens between now and July 31, it is hard to imagine
the Fed not cutting rates.

e Now it’s a question of 25 basis points (bps) or 50 bps. At the June meeting, Powell
said the policymakers had not really engaged on that topic and would “depend heavily
on incoming data and the evolving risk picture.”

e Case for 50 bps: Powell stated at the June FOMC presser the idea of an ounce of
prevention being worth a pound of cure. In other words, do one-half point and sit
back awhile.

e Case for 25 bps: Current U.S. econ data (remember June’s jobs report) doesn’t argue
for such an aggressive move, one could argue, or any move for that matter.
Nevertheless, if the Fed is determined to go, do a one-quarter point cut and keep
the language from their June policy statement the same.

At a minimum, it certainly appears the Fed would Tike a “do-over” from their December
rate hike. Remember, the market is still Tooking for a total of four rate cuts, so there
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could still be room for disappointment.

Unless otherwise stated, data source is Bloomberg, as of Jjuly 11, 2019.

For the top 10 holdings of USFR please visit the Fund's fund detail page at https://www.
wisdomtree.com/investments/etfs/fixed-income/usfr

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany
this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Federal Reserve : The Federal Reserve System 1is the central banking system of the
United States.

Federal Open Market Committee (FOMC) : The branch of the Federal Reserve Board that
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