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Quick Snapshot

The US Federal Reserve cut the federal funds rate by 25-bps to 3.75%-4.00%, the lowest since 2022,
due to employment risks and high inflation. Governor Miran preferred a 50-bps cut; Kansas City
Fed’s Schmid dissented against the cut. Chair Powell said a December cut isn't certain, but investors
expect another 25bps reduction. The Fed will stop reducing securities holdings on December 1.

The Fed believed that available indicators suggest economic activity has been expanding at a
moderate pace as Inflation has moved up since earlier in the year and remains somewhat elevated.

FOMC statement notes that job gains have slowed, and the unemployment rate has edged up but
remained low through August. Downside risks to employment rose in recent months.

Fed Chair Powell said that a December rate cut is not a foregone conclusion.

Key points
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The US Federal Reserve cut the overnight Fed Fund rate by 25 bps to 3.75-4% range at its October
30 meet. The Federal Open Market Committee voted 10-2 in favor of the rate cut. Newly-appointed
Fed governor Stephen Miran dissented as he called for a 50-bps cut, which was his stance in the
September FOMC meeting, too. The other dissenter was Jeffery Schmid, the Kansas Fed President,
who became a voting member of the FOMC for the first time this year. His dissent against the rate
cut was a hawkish surprise, though for quite some time he has maintained that he still sees signs
of strength in the economy, and with inflation above the Fed’s target, monetary policy should lean
against demand growth.

In a much-anticipated decision, the Fed said that it will end the asset runoff (reduction of securities
holdings) beginning on December 1. It will restart limited purchases of Treasury securities and will
reinvest the proceeds of maturing mortgage-backed securities into Treasury bills. Ostensibly, itis in
the wake of stress and volatility in the money markets.
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The Fed Chair’s presser

+ Fed Chair Powell in his press conference said that available data suggest that economy is expanding
moderately as data prior to shutdown suggest a firmer growth trajectory. He cautioned that
shutdown will temporarily weigh on economic activity. As per Powell, although data have been
delayed due to the ongoing US government partial shutdown, the available public and private
sector data suggest that the outlook for employment and inflation has not changed much since
the FOMC meeting in September. However, he also told that in absence of job and inflation reports,
the policymakers will become more cautious. To gain optionality regarding future monetary policy
decision, he said that a December rate cut is not a foregone conclusion. Once again highlighting
complexity arising due to uncertainty over tariffs, he stressed that inflation, stripping out the effects
of tariffs, is not that far from the Fed's 2% goal.

Reactions of financial markets

+ The probability of a December rate cut has fallen to 65% post-FOMC from around 90% earlier.
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Market reaction

Asset Change post-FOMC Remarks
Gold Fell nearly 2% to $3930 As Dollar Index and yields rose
Silver Slumped 2% to $47.30 As Dollar Index and yields rose

LME copper surging on supply concerns amid
COMEX Copper Shed nearly 1.5% to $3.19/Pound rate cut and trade deal hopes though cash-to-
3-month spread is weak

US 10-year yields Spiked up 2% Bear flattening of the Yield curve

US 2-year yields Surged 2.92% Largest spike since July

Risk assets Eased on the Fed Chair's comments Earnings will actually be more important
US Dollar Index Gained nearly 0.50% on hawkish Fed commentary Upside seen limited

Source: Bloomberg, Mirae Asset Sharekhan Research
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Our take

+ Although opposing dissents are quite rare in the FOMC meetings, as inflation remains quite
elevated at twice the Fed'’s goal of 2% and job market concerns abound, monetary policy decisions
are likely to come with dissents. The Fed Chair himself admitted that there are strong differing
views among the policymakers on the monetary policy path going forward. Nonetheless, Schmid's
dissent against a rate cut will force the investors to adopt a cautious stance on the Fed’s monetary
policy going forward.

« Commaodities, especially precious metals, will take clues from the outcome of Trump-Xi meeting to
take place on October 30 on the sidelines of APEC in South Korea as they have reached an agreement
on the trade deal framework.

+ Focusing on what the Fed is doing rather than on what its officials are saying we concur that the Fed
has normalised 3% inflation is running a fiscal dominance policy.

« US financial conditions remain loose.
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+ The Fed's monetary policy decision, more than anything else, will hinge primarily on the US job
market. So, a December rate is still highly probable.

+ While precious metals can decline further due to possible volatility in the Dollar Index and US yields
and US-China trade deal developments, overall, the Fed rate cut is going to be positive for gold and
silver. Gold support is seen at $3820, while for silver it is $44.

+ Eventually, industrials will draw their clues mainly from US-China trade deal.

+ Overall, the Fed monetary policy decision to end QT and cut rates despite elevated inflation is positive
for commodities. We need to monitor the evolving situation in private credit market, too, as cracks
develop in this market due to rising defaults and opacity amid aggressive expansion growth drive.
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DISCLAIMER
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Document may contain confidential and/or privileged material and is not for any type of circulation, and any review, retransmission, or any other use
is strictly prohibited. This information/ document is subject to change without prior notice.
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confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may receive this report at
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The information contained herein is obtained from publicly available data or other sources believed to be reliable, and Mirae Asset Sharekhan has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavour
to update the information herein on a reasonable basis, Mirae Asset Sharekhan, its subsidiaries and associated companies, their directors, and
employees (“Mirae Asset Sharekhan and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory,
compliance, or other reasons that may prevent Mirae Asset Sharekhan and its affiliates from doing so. This document is prepared for assistance
only and is not intended to be and must not alone be taken as the basis for an investment decision. Recipients of this report should also be aware
that past performance is not necessarily a guide to future performance, and the value of investments can go down as well. The user assumes the
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an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and
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recommendations/ reports that are inconsistent with and reach different conclusions from the information presented in this recommendations/report.

This information/recommendation/report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation
or which would subject Mirae Asset Sharekhan and affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this document
may come are required to inform themselves of and to observe such restrictions.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in the securities of the company and that all the views expressed
in this document accurately reflect his or her personal views about the subject company or companies and its or their securities and do not necessarily
reflect those of Mirae Asset Sharekhan. The analyst and Mirae Asset Sharekhan further certifies that either he or his relatives or Mirae Asset Sharekhan
associates might have direct or indirect financial interest or might have actual or beneficial ownership of 1% or more in the securities of the company
at the end of the month immediately preceding the date of publication of the research report. The analyst and Mirae Asset Sharekhan encourage
independence in research report/ material preparation and strive to minimize conflict in the preparation of the research report. The analyst and Mirae
Asset Sharekhan do not have any material conflict of interest or have not served as officers, directors or employees or engaged in market-making
activity of the company. The analyst and Mirae Asset Sharekhan have not been a part of the team which has managed or co-managed the public
offerings of the company, and no part of the analyst's compensation was, is or will be, directly or indirectly related to specific recommendations or
views expressed in this document. Sharekhan Ltd, or its associates, or analysts have not received any compensation for investment banking, merchant
banking, brokerage services or any compensation or other benefits from the subject company or from a third party in the past twelve months in
connection with the research report.

Either Mirae Asset Sharekhan or its affiliates or its directors or employees/representatives/clients or their relatives may have position(s), make market,
act as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities
or related securities referred to in this report and they may have used the information set forth herein before publication. Mirae Asset Sharekhan
may from time to time solicit from, or perform investment banking or other services for, any company mentioned herein. Without limiting any of
the foregoing, in no event shall Mirae Asset Sharekhan, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management'’s beliefs and opinions in
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