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The Federal Reserve (Fed) is now two for two in terms of rate cuts. As was widely
expected, the FOMC voted to reduce the Federal Funds target range by another quarter
point, or 25 basis points (bps), following their September policy meeting. with this
move now “in the books,” the new range for Fed Funds is 1 %-2%, 50 bps below where it
was as recently as July. In other words, the Fed has now not only reversed its December

rate hike, but it has now moved further into “insurance” territory.

Unlike the first rate cut about six weeks ago, this Tlatest move did not involve as much
speculation regarding the potential for a 50 bps move. Wwhile some Fed members had
publicly speculated that they could support such a move, there was also a “no rate cut”
camp, so the 25-bps outcome seemed 1ike a nice compromise. In fact, market expectations
heading into the September convocation were tilted to just under a 100% probability for
only a quarter-point move. In addition, due to some recent good news on the data front
(retail sales) and trade headlines, market sentiment had shifted to the point that the
residual percentage who had been looking for a half-point cut got moved into “no rate
cut” territory.

Besides the usual policy statement, this meeting also included Fed members’ projections
for Fed Funds (blue dots) for the remainder of 2019 and 2020. Considering how the FOMC
did a “180” from its rate hike outlook earlier this year, let’s keep our focus on 2019
for now. Once again, the policymakers kept the door open for another rate cut by
sticking to this script: The Fed “will act as appropriate to sustain the expansion.” The
policymakers’ underlying baseline continues to be one geared toward a favorable economic
outlook, while also acknowledging risks and/or uncertainties brought about from trade
and slowing global growth.

conclusion

Based upon the messaging surrounding the September FOMC meeting, an additional cut at
the December gathering 1is possible, but the question should be more T1ike: 1Is it
probable? The last time the Fed appeared to be in “insurance mode” was the 1998 easing
episode. At that time, the policymakers cut Fed Funds three times at successive FOMC
meetings for a total of 75 bps and then moved to the sidelines. This type of blueprint,
if repeated, would put a December rate cut on the table. However, if upcoming economic
data does not deteriorate, given the somewhat “fractured” state of the voting members, I
wouldn’t be surprised if the Fed took the rest of the year off.

Unless otherwise stated, all data sourced is Bloomberg, as of September 12,
2019.

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
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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)
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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.

Rate cut : A decision by a central bank to reduce its main interest rate, usually to

Rate Hike : refers to an increase in the policy rate set by a central bank. In the

Blue dots : the midpoint target range/level of the FOMC participants’ projections for

Monetary easing policies : Actions undertaken by a central bank with the ultimate

desired effect of lowering interest rates and stimulating the economy.
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