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FIGURE 1 - Historical Fed Funds Rate and Current Market Projections
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Source: CME, Federal Reserve. Data from March 2019 to May 2024

Ten months have passed since the Federal Reserve last raised interest rates. The
pause in rate hikes follows a 17-month period where the central bank raised interest
rates by +5.00%. It was the fastest and most aggressive rate-hiking campaign in
decades, but the focus is shifting to interest rate cuts as the central bank prepares to
make its next policy move. The dashed lines in Figure 1 show the timing of anticipated
rate cuts. At the beginning of 2024, investors expected the Federal Reserve to start
cutting interest rates in March. It's now mid-May, and March passed without an
interest rate cut.

What is preventing the Federal Reserve from cutting interest rates? Inflation and
employment data. The central bank has two main objectives: (1) price stability and
(2) full employment. Price stability means low and stable inflation. Full employment
means economic conditions that create new jobs and keep unemployment low. One
of the tools the Federal Reserve uses to achieve these goals is interest rate changes.
Rate hikes are used to combat inflation, while rate cuts are used to stimulate the
economy as unemployment rises. During the 17-month tightening cycle, the Federal
Reserve focused on lowering inflation. As inflation eased, the central bank’s attention
shifted toward its employment goal. There were concerns that higher interest rates
could lead to higher unemployment, but this year's data has forced the central bank
to reconsider its priorities. Inflation was higher than expected in the first quarter,
while the unemployment rate remained below 4%. The low unemployment rate
allows the Federal Reserve to focus more on reducing inflation.

The market pushed back the expected timing of the first rate cut as inflation progress
slowed. As shown in Figure 1, investors now expect only one rate cut in 2024, down
from six at the start of this year. Moreover, the first rate cut is not expected until Q4.
If the market’s forecast is accurate and the Federal Reserve does not cut until
December, a total of 17 months will have passed between the last rate hike and the
first rate cut. How does this compare to history? Figure 2 graphs the time between
the last hike and the first cut across prior tightening cycles. These ‘pause periods’
ranged from four months in 1989 to as long as 15 months in 2006 and 18 months in
1997. Compared to prior cycles, the current 10-month pause is longer than average.
While the pause is longer than expected, history shows it’s not unprecedented.

FIGURE 2 - Number of Months Interest Rates Were Held Steady After Hiking Cycles
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Source: Federal Reserve. Data from February 1989 to May 2024.



Important Disclosures

PEAK Wealth Management LLC a Registered Investment Adviser, offers global, risk-managed, multi-asset class, and index-focused portfolio strategies
to individual advisory clients. Please visit our website www.peakwealthNH.com for more information and to review the firm’s Form ADV Part 2A. All
investments carry a certain risk, and there is no assurance that an investment will provide positive performance over any period. An investor may
experience loss of principal. Investment decisions should always be made based on the investor’s specific financial needs and objectives, goals, time
horizon, and risk tolerance. The asset classes and/or investment strategies described may not be suitable for all investors and investors should consult
with an investment adviser to determine the appropriate investment strategy.

Exchange-traded funds (ETFs) are subject to risks similar to those of stocks, such as market, interest rate, foreign exchange, and liquidity risks. An
investor in ETFs may bear indirect fees and expenses charged by the ETFs in addition to their direct fees and expenses, and is subject to the risk of loss
of principal. ETF sponsors may suspend trading in ETFs and may not honor redemption requests. ETFs may trade at a discount or premium to their net
asset value and are subject to the market fluctuations of their underlying investments. When considering investing in an ETF, you should consult your
financial advisor and accountant on how investing in the fund will affect your taxes.

Before investing in an ETF, you should read both its summary prospectus and its full prospectus, which provide detailed information on the ETF's
investment objective, principal investment strategies, risks, costs, and historical performance (if any). The SEC’s EDGAR system, as well as Internet
search engines, can help you locate a specific ETF prospectus. You can also find prospectuses on the websites of the financial firms that sponsor a
particular ETF, as well as through your broker.

Past performance is no guarantee of future results of any ETF.

Information obtained from third-party sources is believed to be reliable but is not guaranteed. The Firm makes no representation regarding the
accuracy or completeness of information provided herein. All opinions and views constitute our judgments as of the date of writing and are subject to
change at any time without notice.

The S&P 500 Index is a commonly recognized, market-capitalization-weighted index of 500 widely-held companies, designed to measure the
performance of US large-cap stocks. The Russell 3000 Index is a free float-adjusted, market-capitalization-weighted index which measures the
performance of the largest 3,000 US companies representing approximately 98% of the investable US equity market. The MSCI All Country World
Index [ACWI] is designed to measure the performance of the global equity market and is a free float-adjusted, market-capitalization-weighted index
composed of large- and mid-cap stocks of companies located in developed and emerging countries throughout the world. The MSCI ACWI ex-USA
Index is designed to measure the performance of the global equity market excluding the US component and is a free float-adjusted, market-
capitalization-weighted index composed of large- and mid-cap stocks of companies located in developed- and emerging-market countries. The
Bloomberg Barclays US Aggregate Bond Index [BBG Barc Agg] provides a broad-based measure of the fixed-rate US investment-grade debt market.
The Bloomberg Barclays Global Aggregate Bond Index [BBG Barc Global Agg] measures global investment-grade, fixed-rate debt from both
developed- and emerging-markets. The J.P. Morgan Global Aggregate Bond Index (JPM GABI) provides a broad-based measure of the global fixed-
rate, investment-grade debt markets. The JPM GABI is a US dollar denominated, investment-grade index with asset classes from developed and
emerging markets. Cash refers to overnight Fed funds.



