Dutta’s Monetary Thoughts

Not risk-free but pretty low-risk

Another cut in October

It’s hard to be data dependent when the data are not being
released, but it’s widely anticipated that the Fed will cut
another 0.25ppt this week. That would take the upper
bound of the federal funds rate to 4.00 percent.

Powell talks of no risk-free path, but another quarter-point
rate cut feels like a very low risk move. Labor market slack
continues to build and there is reason to expect inflation to
cool as a result.

Labor market slack is building

Let’s start with the jobs market. Had the September
employment data been released, a model estimate from
the Chicago Fed concludes that the unemployment rate
likely would have increased another tenth to 4.4 percent.
Into Q4, we see that job openings have been sliding, week
in and week out. As we’ve noted, the labor market is
operating along a point in the Beveridge Curve where
declines in labor demand imply a more rapid increase in the
unemployment rate.

Next, anecdotally, layoff news appears to have perked up
somewhat. Amazon, Nestle, Molson Coors, Target, Applied
Materials, Charter Communications, Carter's and GM have
all announced layoffs in the last week. What strikes us about
these announcements is that the cast a fairly wide net
across different industries in the economy.
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Expect two more cuts in 2025
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Chicago Fed model estimates unemployment at 4.4% in September
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https://www.shrm.org/topics-tools/news/talent-acquisition/amazon-layoffs-hr-staff-ai
https://www.shrm.org/topics-tools/news/talent-acquisition/amazon-layoffs-hr-staff-ai
https://www.cnn.com/2025/10/16/business/nestle-layoffs-automation-intl
https://www.cnn.com/2025/10/16/business/nestle-layoffs-automation-intl
https://www.wsj.com/business/retail/molson-coors-to-cut-9-of-americas-workforce-in-restructuring-3b0b0304?mod=itp_wsj
https://www.wsj.com/business/retail/molson-coors-to-cut-9-of-americas-workforce-in-restructuring-3b0b0304?mod=itp_wsj
https://www.cnbc.com/2025/10/23/target-layoffs-corporate-jobs-sales-slump.html
https://www.cnbc.com/2025/10/23/applied-materials-lays-off-4percent-of-workforce.html
https://www.cnbc.com/2025/10/23/applied-materials-lays-off-4percent-of-workforce.html
https://www.reuters.com/business/charter-lay-off-close-1200-employees-source-says-2025-10-21/
https://www.wsj.com/business/retail/carters-to-reduce-office-workforce-by-15-as-tariffs-hit-earnings-ede3dd31?gaa_at=eafs&gaa_n=AWEtsqeundK9FHwrElInpnU4BbtKuPSSHie3qEuQ2lh_neuNzYcmAvXqh4WauQnMnw8%3D&gaa_ts=68ff838b&gaa_sig=munaxHK7nucktKMEDKHbx9QIKICjYkHQzG_MrLxDG3qOl2_GEf1RqEcLgCFaTnK-qlZVNUNBj8pO7Ynlv7cy2Q%3D%3D
https://www.autonews.com/general-motors/an-gm-layoffs-1024/
https://www.autonews.com/general-motors/an-gm-layoffs-1024/
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UnasloyiEnt ARIng Soroat Angic Eaion dednarmies Finally, unemployment appears to be climbing across the
o English-speaking world. In the most recent month of data,
> unemployment rates have increased in Australia and
1 United Kingdom. In Canada, the unemployment rate
o stands at a cycle high. This would lend support to the
o notion that there is a common factor across these
& economies pushing unemployment up — weaker labor
A demand.
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Tri d-mean and dian CPI show improvement

Underlying inflation easing

Next, inflation concerns ought to be fading, at the margin.
In September, underlying inflation measures eased;
trimmed-mean and median CPI both slid over the month.
Most empirical research finds that trimmed mean and
median measures are less biased and more closely track
the persistent component of inflation, providing a more
il accurate signal of true inflation trends. Thus, it is fair to
I B S S conclude that the drop in trimmed-mean and median CPI
o e ok o ST reflects an improvement in underlying inflation.

Source: Renaissance Macro Research, Macrobond

Component drivers of above-target US Core CPI
Monthly ppt deviations from contribution consistent with 2.3% saar Core CPI,

caloulated using regressionon Core CPl over 20142016, The gap in core inflation relative to the Fed’s target is
mostly non-auto core commodities and that is about
tariffs. Put differently, in the absence of tariffs, inflation is
running at target. Our nearby figure provides the
illustration, showing monthly deviations consistent with
2.3 percent core CPI inflation — recall that core CPI tends
to run somewhat above core PCE historically, so the CPI
“target” is somewhat above the formal PCE one.




LY RENMAC

AISSANCESECTORRESEARCH

Housing rental inflation is still cooling
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inflation expectations unchanged from last year
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The figure also shows that housing is contributing less than
what’s consistent with two percent inflation. | suspect that
housing rental inflation continues to cool off in the year-
ahead. After all, official measures tend to lag market-based
measures of rents as market-based rents continue to ease
and vacancy rates climb.

Finally, business inflation expectations remain anchored.
According to the Atlanta Fed's Business Inflation
Expectations Survey, firms' vyear-ahead inflation
expectations remain unchanged at 2.3% in October. This is
exactly where this series stood in October 2024. Consumer
attitudes tend to be shaped primarily by those goods and
services they purchase frequently, such as food and
gasoline, while businesses tend to take on a wider range of
information.

In short, labor market slack is increasing, underlying
inflation is cooling, and actual inflation will continue to

cool as tariff-effects fade and as housing rents ebb. Cutting for the rest of the year is very low risk.
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Monetary metrics
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Hawks and Doves

Bowman
Jefferson Governors
Barr Cook Miran
Waller
Hawkish < Dovish
2025 Voters Scmid Musalem Collins Goolsbee Regional Fed
2026 Voters Hammack Logan Harker Presidents
Kashkari

2027 Voters Bostic Barkin Daly

*Federal Reserve Bank of NY President always votes
Boxed individuals represent FOMC core

Median Central Tendency
FOMC Forecasts
2025 2026 2027 2028 Longer run 2025 2026 2027 2028 Longer run

Change in real GDP 1.6 1.8 1.9 1.8 1.8 1.4-1.7 1.7-21 1.8-2.0 1.7-2.0 1.7-2.0

June projection 14 1.6 1.8 1.8 1.2-1.5 1.5-1.8 1.7-2.0 1.7-2.0
Unemployment rate 4.5 4.4 4.3 4.2 4.2 4445 4.4-4.5 4.24.4 4.04.3 4.04.3

June projection 4.5 4.5 4.4 4.2 4.4-45 4.3-4.6 4.2-4.6 4.04.3
PCE inflation 3.0 2.6 2.1 2.0 2.0 2.9-3.0 2.4-2.7 2.0-2.2 2.0 2.0

June projection 3.0 24 2.1 2.0 2.8-3.2 2.3-2.6 2.0-2.2 2.0
Core PCE inflation 3.1 2.6 21 2.0 3.0-3.2 2.5-2.7 2.0-2.2 2.0

June projection 3.1 2.4 2.1 2.9-3.4 2.3-2.7 2.0-2.2
Projected policy path
Fed funds rate 3.6 34 3.1 3.1 3.0 3.64.1 2.9-3.6 2.9-3.6 2.8-3.6 2.8-3.5

June projection 3.9 3.6 3.4 3.0 3.94.4 3.1-3.9 2.9-3.6 2.6-3.6
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High frequency data heat-map

Indicator Oct-25 Sep-25 Aug25 Jul-25 Jun25 May-25 Apr-25 Mar-25 Feb-25 Jan25 Dec-24 Nov-24
Manufacturing/Output
ISM Manufacturing {actual) Level
ISM Services (actual) Level
Industrial Production vy
Capacity Utilization Level
Durable Goods viy
Durable Goods ex Tran viy
Markit Services PMI Level
Ma rkit Mfg PMI Level
Employment
Jobless Claims (4 Wk Avg) (R) Level
ADP Employment MoM
Nonfarm Payrolls MoM
Average Hourly Earnings vy
Average Weekly Hours Level
Unemployment Rate (R) Level
Housing
Building Permits Level
Housing Starts Level
New Home Sales Level
Existing Home Sales Level
NAHB Homebuilder Index Level
Case-Shiller 20 Market Price viy
Inflation
CPI vy
Core CPI vy
PPI vy
CorePPI viy
Core PCE vy
Consumer
Michigan Confidence Level
Personal Income vy
Retail Sales vy
Auto Sales Level

Conference Board Consumer Confidence Level

Notes
R- Reverse Formatting Highest decile Lowest decile
Dedles are based on expanding window since 2001 10 ) 8 7 6 5 4
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Labor market indicators
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Inflation indicators
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Economics

NBER RECESSION INDICATORS DASHBOARD
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High Frequency Economic Dashboard
Weekly Economic Index GDPNow
— Q2 2025
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High Frequency Economic Dashboard
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DISCLAIMER: This document has been prepared by Renaissance Macro Securities LLC, a subsidiary of Renaissance Macro
Holdings, LLC. This document is for distribution only as may be permitted by law. It is published solely for information purposes;
itis not an advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or to participate in any particular
trading strategy. No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness
or reliability of the information contained in this document. The information is not intended to be a complete statement or
summary of the markets, economy or other developments referred to in the document. Any opinions expressed in this document
may change without notice. Any statements contained in this report attributed to a third party represent RenMac’s interpretation
of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such
use and interpretation have not been reviewed by the third party. Nothing in this document constitutes a representation that any
investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise
constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own
judgment in making their investment decisions. The value of any investment may decline due to factors affecting the securities
markets generally or particular industries. Past performance is not indicative of future results. Neither RenMac nor any of its
directors, employees or agents accept any liability for any loss (including investment loss) or damage arising out of the use of all
or any of the information. Any information stated in this document is for information purposes only and does not represent
valuations for individual securities or other financial instruments. Different assumptions by RenMac or any other source may yield
substantially different results. The analysis contained in this document is based on numerous assumptions and are not all
inclusive.

Copyright © RenMac 2025. All rights reserved. All material presented in this document, unless specifically indicated otherwise, is
under copyright to RenMac. None of the material, nor its content, nor any copy of it, may be altered in any way, or transmitted
to or distributed to any other party, without the prior express written permission of RenMac. No portion of this material, including
data, analysis, or commentary, may be input into, uploaded to, or otherwise used in connection with any artificial intelligence (Al)
system, machine learning model, large language model (LLM), chatbot, or automated content generation platform, including but
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not limited to ChatGPT, Claude, Gemini, or similar tools, without the prior express written consent of Renaissance Macro
Research, LLC. Any such use is strictly prohibited and constitutes a violation of copyright and confidentiality protections.



