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DB Fed Watcher: “Sufficiently restrictive” depends on the data

Summary: Fed communications keep optionality on further rate increases, with a few officials noting the substitute tightening impact from recent yield rises
DB View: Hold rate at the current level of 5.3% through year end. Mild recession starts in Q1 2024 and first cut in June 2024.

Fedspeak Fedspeak, continued Fedspeak, continued

Who** Takeaways Bias* Who** Takeaways Bias* Who** Takeaways Bias*
Jefferson = Too soon to say ‘done enough’ Bowman = Further hikes likely needed Logan = Higher long-term rates due to higher

[2] (10/09) = Can ‘proceed carefully’ amid better risk [4] (10/07) (10/09) premiums mean less need to hike

balance, mindful of past hike impacts

= Will keep in mind the tightening impact
of higher yields when making policies

= Rising yields may reflect stronger
economy or risks

= Starting in ‘24, more will be hit by hikes,
including corporate refinancing

= Equilibrium real rate may have risen

= Expect further gradual easing of labor
market conditions

= Upside inflation risks from strong
economy, labor market, energy prices

= Downside risks from China, Europe

¥

Mester [4] = Rates at/near peak, assessing how long
(20/02,03, to keep rates restrictive
06) = Very strong job market. Sept job report
did not change her view of labor market
= Despite progress inflation remains ‘too
high’, see upside inflation risks. Reach
2% target by end-2025
= Further tightening data dependent. Up
for Nov. hike if economy holds steady
= Can raise rates “once more” and hold
for some time. No cuts any time soon
= Student loans repayments may affect
spending but no abrupt change
= Yields up on a number of factors
including changed outlook on growth
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Bostic [2] =
(10/03,10)

Daly "
(10/05,06)

Still ‘ways to go’ on inflation. Be
patient, achieve 2% by end-2025

No need to hike, unless outlook
changes

Hold rates steady ‘for a long time’.
Sees one rate cut near 2024 year end
Economy clearly slowing, lot of impact
yet to come, no recession in projection
Looking for a new equilibrium on rates
Labor-market slowdown will continue
No additional impact on business from
higher long-term rates

Loss of childcare benefits, student loan
repayments could sap demand
Energy prices, geopolitics pose upside
risk to inflation

Need optionality on policy. Aim to
restore price stability as gently as
possible. No rush to decisions

Can hold rates steady if labor, prices
keep cooling. Tighter fin. conditions
could reduce the need for hikes
Recent rise in yield equal to one hike
Unsure if neutral rate turned higher
Market pricing of hike probabilities in

Nov., Dec., are not extraordinarily high,

which is in line

Not declaring victory too soon
Steady rates make policy more
restrictive as inflation falls

* Bias of speech / research for monetary policy:

Dovishd-Neutral

Hawkishi

= Need continued restrictive fin. condition

= Rates might go higher for strong
economy. Too soon to consider cuts

= Long term neutral rate may be higher

Quite a bit of room for B/S runoff

Events to watch next week

When Who Setting / topic

Kashkari = Town Hall
Oct-10 : : .
Daly = Chicago Council on Global Affairs

Bowman = Marrakech Economic Festival
Waller = Fireside chat at E2 Summit
(ela kBN Bostic = Metro Atlanta Chamber
FOMC = Sep-20 meeting minutes
Collins = Speaks at Wellesley College

Bostic = National Agriculture Conference
Oct-12

Collins = Community Bankers Conference
Oct-13 NaEUGl = 2023 economic outlook

**The numbers in the bracket signify the Hawk-Dove score for 2

each Fed official. Scale: Dove = 1, , Hawk =5
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Chart highlights

Market is pricing a terminal rate close to our view

but lower than the Fed’s September SEP

Measures of broad-based inflation rolled over
though remaining elevated
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Recent publications:

US Economic Chartbook: Monthly charts: Soft
landing dreams or will the landslide bring
it down? — Oct-06-2023

US Economic Chartbook: More of the same,
just a lot more of it — Oct-06-2023

US outlook: Soft landing dreams or
will the landslide bring it down? -
Oct-02-2023

US Economic Perspectives: Everything you
didn't want to know about a government
Shutdown — Sep-27-2023

Fed Notes: Reconnecting the dots — Sep-25-
2023

Fed Notes: September FOMC recap:
Embracing the soft landing story...
"carefully” — Sep -20-2023

US Economic Perspectives: You can tell a dot
from a Fed's forecast revisions — Sep-18-2023
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Hawk-Dove score table

2022 Voters
Loretta Mester, Cleveland
Susan M. Collins, Boston
James Bullard, St. Louis
Esther George, Kansas City

Average ranking >
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Permanent voting members

Jerome H. Powell, Chair
Phillip N. Jefferson, VC
Michael C. Barr, VC Sup.

3
2
3
Michelle K. Bowman, Gov. 4
Lisa D. Cook, Gov. 2
Adriana D. Kugler 3
Christopher J. Waller, Gov. 5

2

John C. Williams, New York
Rotating voting members

2023 Voters
Austan Goolsbee, Chicago 1
Lori K. Logan, Dallas 3
Patrick Harker, Philadelphia 3
Neel Kashkari, Minneapolis 5

Average ranking > 3.0

Scores: 1=Dove, 3=Neutral, 5=Hawk
Source: Deutsche Bank

2024 Voters
Cleveland Fed President
Tom Barkin, Richmond
Raphael Bostic, Atlanta
Mary C. Daly, San Francisco

Average ranking >
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Key economic forecasts

Economic Activity 2023 2024 2025 2023F 2024F 2025F
(% qoq, saar) Q1 Q2 Q3F Q4F | QIF Q2F Q3F Q4F | Q1IF Q2F Q3F Q4F |Q4/Q4 Q4/Q4 QA4IQ4
GDP 2.2 2.1 4.1 1.1 -0.6 -1.7 1.0 2.4 2.7 2.0 2.0 2.1 2.4 0.3 2.2
Private consumption 3.8 0.8 35 15 -0.5 -1.9 0.6 2.1 24 2.3 2.2 21 24 0.0 2.2
Investment -9.0 5.2 3.9 1.5 2.7 2.1 2.8 4.9 6.4 3.3 3.4 4.4 0.2 0.7 4.4
Nonresidential 5.7 7.4 1.3 0.4 -1.8 -3.2 1.6 4.3 3.6 3.6 3.7 3.7 3.7 0.2 3.6
Residential 53 22 115 -11 -1.5 -0.5 2.6 2.7 2.5 2.4 2.6 2.7 0.5 0.8 2.5
Gov't consumption 4.8 3.3 1.1 0.7 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 25 0.9 0.9
Exports 6.8 -9.3 8.0 1.0 3.0 1.5 3.0 3.5 3.6 35 3.6 35 1.4 2.7 3.5
Imports 1.3 -7.6 1.0 3.0 1.2 2.1 2.7 3.1 4.5 4.5 45 4.5 -0.7 2.3 4.5
Contribution (pp):
Inventories -2.2 0.0 0.2 0.3 -0.2 0.1 0.2 0.2 0.5 0.0 0.0 0.2 -0.5 0.1 0.2

Nettrade 0.6 0.0 0.7 -0.3 0.1 -0.1 -0.1 -0.1 -0.3 -0.3 -0.3 -0.3 -0.3 -0.1 -0.3

Unemployment rate, % 3.5 3.6 3.7 3.9 4.3 4.6 4.6 4.5 4.5 4.4 4.4 4.3 3.9 4.5 4.3

Prices (% yoy)

CPI 5.8 4.1 3.5 3.5 3.1 2.7 2.4 21 2.0 20 2.0 1.7 3.5 2.1 1.7
Core CPI 5.6 5.2 4.4 3.8 3.3 2.7 2.6 2.7 2.7 2.8 2.8 25 3.8 2.7 2.5
PCE 5.0 3.9 3.4 3.4 29 2.5 2.2 1.9 1.7 1.8 1.7 15 3.4 1.9 15
Core PCE 4.8 4.6 3.9 3.4 29 25 2.4 2.4 2.3 25 2.4 2.2 3.4 2.4 2.2
Fed Funds 4875 5.125 5375 5.375 | 5375 4.875 4125 3.625 | 3.125 3.125 3.125 3.125 | 5375 3.625 3.125

Source: Deutsche Bank
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Important Disclosures
*Other information available upon request

*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and other
vendors. Other information is sourced from Deutsche Bank, subject companies, and other sources. For further information regarding disclosures relevant to Deutsche Bank
Research, please visit our global disclosure look-up page on our website at https://research.db.com/Research/Disclosures/FICCDisclosures. Aside from within this report,
important risk and conflict disclosures can also be found at https://research.db.com/Research/Disclosures/Disclaimer. Investors are strongly encouraged to review this
information before investing.
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Additional Information

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public
sources believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to third-party websites in this report are provided for reader convenience only. Deutsche Bank neither
endorses the content nor is responsible for the accuracy or security controls of these websites.

If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this report, or is included or discussed in another communication (oral or written) from a Deutsche Bank analyst,
Deutsche Bank may act as principal for its own account or as agent for another person.

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own account or with customers, in a manner inconsistent with the views taken in this research report. Others
within Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those taken in this research report. Deutsche Bank issues a variety of research products, including fundamental
analysis, equity-linked analysis, and quantitative analysis and trade ideas. Recommendations contained in one type of communication may differ from recommendations contained in others, whether as a result of differing time
horizons, methodologies or otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity securities of the issuers it writes on. Analysts are paid in part based on the profitability of Deutsche Bank AG and its
affiliates, which includes investment banking, trading and principal trading revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche
Bank research analysts sometimes have shorter-term trade ideas that are consistent or inconsistent with Deutsche Bank's existing longer term ratings. Some trade ideas for equities are listed as Catalyst Calls on the Research
Website (https://research.db.com/Research), and can be found on the general coverage list and also on the covered company’s page. A Catalyst Call represents a high-conviction belief by an analyst that a stock will outperform or
underperform the market and/or a specified sector over a time frame of no less than two weeks and no more than three months. In addition to Catalyst Calls, the analysts named in this report may have from time to time discussed
with our clients, including Deutsche Bank salespersons and traders, or may discuss in this report or elsewhere, trading strategies or ideas that reference catalysts or events that may have a near-term or medium-term impact on the
market price of the securities discussed in this report, which impact may be directionally counter to the analysts' published price targets, forecasts and other expectations. Any such trading strategies or ideas are distinct from and
do not affect the analysts' fundamental rating for such securities, which rating reflects the analysts' current 12-month view of total return as described herein. Deutsche Bank has no obligation to update, modify or amend this
report or to otherwise notify a recipient thereof if any opinion, forecast or estimate contained herein changes or subsequently becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general
and company specific economic prospects makes it difficult to update research at defined intervals. Updates are at the sole discretion of the coverage analyst concerned or of the Research Department Management and as such
the majority of reports are published at irregular intervals. This report is provided for informational purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular
trading strategy. Target prices are inherently imprecise and a product of the analyst's judgment. The financial instruments discussed in this report may not be suitable for all investors and investors must make their own informed
investment decisions. Prices and availability of financial instruments are subject to change without notice and investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is
denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the investment. Past performance is not necessarily indicative of future results. Unless otherwise indicated, prices are
current as of the end of the previous trading session, and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank, subject companies, and in some cases, other parties.

The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with
respect to our research are available on our website (https:/research.db.com/Research/) under Disclaimer.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these
cash flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the
higher will be the loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness,
client segmentation, regulation (including changes in assets holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency conversion, repatriation of profits and/or the
liquidation of positions), and settlement issues related to local clearing houses are also important risk factors to be considered. The sensitivity of fixed income instruments to macroeconomic shocks may be mitigated by indexing
the contracted cash flows to inflation, to FX depreciation, or to specified interest rates -- these are common in emerging markets. It is important to note that the index fixings may -- by construction -- lag or mis-measure the actual
move in the underlying variables they are intended to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon rates (i.e., coupons indexed to a typically short-dated interest
rate reference index) are exchanged for fixed coupons. It is also important to acknowledge that funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Naturally, options on swaps
(swaptions) also bear the risks typical to options in addition to the risks related to rates movements.

Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk. The appropriateness or otherwise of these products for use by investors is dependent on the investors' own
circumstances including their tax position, their regulatory environment and the nature of their other assets and liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction
similar to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can be substantial. As a result of the high degree of leverage obtainable in futures and options trading,
losses may be incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable for all investors. Prior to buying or selling an option investors must review the "Characteristics
and Risks of Standardized Options", at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the website please contact your Deutsche Bank representative for a copy of this important
document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange rates can be volatile and are subject to large fluctuations; (ii) the value of currencies may be affected by
numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government
imposed exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are affected by the currency of an underlying security, effectively assume currency risk.
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