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January FOMC preview: And now for 
something completely different

n The January FOMC meeting should serve to confirm that the FOMC has left 
behind its tightening bias and has more intensely begun the discussion 
around rate cuts. We expect this transition to be reflected in a meaningful 
overhaul of the post-meeting statement, which will likely drop the reference 
to "the extent of additional policy firming" and re-focus attention on how 
long rates will remain at current levels.

n Chair Powell's press conference will focus on the Committee's discussion 
around rate cuts. We expect Powell will echo comments from his 
colleagues that policy is in a good place, that a restrictive stance will have 
to be maintained for some time, and that officials do expect to cut rates this 
year. However, the timing and pace of those cuts will be data dependent and 
determined on a meeting-by-meeting basis. In this way, Powell would leave 
open the potential for a rate cut in March, but would not intend to add to 
those probabilities at this time.

n With officials recently sending mixed signals about the urgency to slow QT, 
we will look for Powell to provide an update on any discussions. While we 
believe it is too early for officials to agree on a revised set of balance sheet 
plans, an update to this guidance is likely to arrive at coming meetings.
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New year, new meeting statement

We expect substantial revisions to the January FOMC statement that will reflect the 
Fed's gradual pivot from a soft hiking bias toward the next phase of the policy cycle.

Starting with the opening paragraph, the first line can remain the same. It is possible 
they add further language to acknowledge the strong growth rate of final sales to 
private domestic purchasers, which slowed by only a tenth in Q4. The remainder of 
the first paragraph should remain unchanged.

The second paragraph should be excised from the statement entirely - especially 
with the Fed recently announcing the BTFP will be closed in March. What may 
replace the second paragraph is a more detailed message on the Committee's 
inflation outlook. The March 2007 meeting statement provides a good template for 
how the Fed's messaging evolved at that time as they gained confidence that 
inflation was moving back toward target. Hence, we expect the second paragraph 
to state:

 "Although inflation pressures seem likely to moderate over time, a tight labor 
market and supply disruptions could sustain those pressures. The Committee 
remains highly attentive to inflation risks."

Revisions to the forward guidance language in the third paragraph will then cement 
this transition from a tacit hiking bias to opening the door for rate cuts. Thus, we 
expect the Committee to remove “the extent of any additional policy firming” and 
replace it with "any future policy adjustments".

In summary, the rewrite of the meeting statement should reflect the clear shift in the 
balance of risks evident in the December SEP. The Committee would also convey 
the need to see more data to gain sufficient confidence that inflation is on the right 
track but that assuming the data continue to evolve in line with expectations, a rate 
cut will likely be appropriate at some point.

Press conference

Chair Powell’s press conference will no doubt focus on how the Committee is 
thinking about rate cuts this year. We expect Powell will echo comments from his 
colleagues – particularly Governor Waller – that policy is in a good place, that a 
restrictive stance will have to be maintained for some time, and that officials do 
expect to cut rates this year. However, the timing and pace of those cuts will be 
determined on a meeting-by-meeting basis based on incoming data. In this way, 
Powell would leave open the potential for a rate cut in March, but would not intend 
to add to those probabilities at this time.

In terms of details around rate cuts, we suspect that officials will have a somewhat 
more extensive discussion around this topic, possibly accompanied by a staff 
presentation on considerations related to different paths. With a March rate cut on 
the table, continuing these discussions would be prudent policy planning. The key 
question will be how Powell frames these discussions. Rather than suggesting they 
are well advanced with hints that the Committee is leaning towards a March cut, we 
expect Powell to not express urgency around cutting rates. Instead, he should 
indicate that these discussions progressed and leave open the timing about when 
rate cuts will be delivered.
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In discussing the reasons for cutting rates this year, we expect the Chair will build 
on the notion that these reductions would be to normalize policy in a soft-landing 
scenario. That is, as inflation continues to moderate, officials would like to ensure 
that policy does not passively over-tighten by risking a sharper rise in the real fed 
funds rate. We wrote about how abruptly the real Fed funds rate could rise over the 
coming months without cuts as inflation moderates (see "The real deal about rate 
cuts"). Powell is likely to keep this discussion broad and not detail specific targets 
for the real fed funds rate as it cuts rates.

Inflation is likely to remain the key driver of the timing of rate cuts. Powell should 
continue to express optimism around recent progress, likely highlighting again that 
core PCE inflation is below 2% on a six-month annualized basis. The fact that this 
progress is not entirely due to core goods prices is also encouraging, as super core 
inflation has moderated as well, even if it remains above pre-Covid run rates. Powell 
could, however, indicate that officials are closely watching shelter inflation to 
ensure it moderates too. He could also note that there are potential upside risks to 
core goods inflation, including from disruptions to global supply chains emanating 
from developments in the Red Sea or other geopolitical events.

Despite this progress, officials want to gather more evidence that inflation is 
trending sustainably to 2%. That will require corroborating evidence in the coming 
months. Indeed, Powell could echo Waller by name checking the Feb 9th revisions 
to the CPI seasonal factors as an important hurdle. Ultimately, if these revisions do 
not lead to higher recent prints, and core PCE continues to print 20bps or lower, a 
March rate cut would become likely.

Powell should also be able to express optimism around the economy, with recent 
developments adding to evidence that soft-landing prospects are building. He 
should continue to emphasize evidence that the labor market is coming into better 
balance, including through lower job openings, quits and hire rates. While recent 
data showed a surprising reversal of recent progress on the labor force participation 
rate, we expect Powell to downplay this move and instead emphasize that, overall, 
improving labor supply has contributed to the easing of imbalances in the labor 
market.

On the growth front, recent data suggest that GDP growth remained elevated in Q4 
2023. Moreover, while business sentiment indicators remain subdued, a number of 
developments suggest that growth could well remain resilient in the coming 
quarters: consumer confidence is rising; retail sales were firm; housing demand is 
getting a boost from lower mortgage rates; and the easing of financial conditions 
should begin to support growth conditions. While the December minutes indicated 
that some officials were concerned easy financial conditions could risk reversing 
progress on inflation, we suspect Powell will be more sanguine about these 
developments and speak generically about financial conditions. He could also 
provide an update on the takeaways from the latest Senior Loan Officer Opinion 
Survey (SLOOS), which showed some notable improvements the previous quarter 
despite conditions remaining tight. In short, Powell should be more confident about 
achieving a soft landing.

Regarding the balance sheet, Fed staff could brief the Committee on technical 
considerations around the potential to slow the pace of QT this year. Officials have 
sent mixed signals on the timing of these decisions, with Dallas Fed President 
Logan expressing some urgency around slowing QT as ON RRP reaches "low 
levels", while NY Fed President Williams and Waller indicated greater complacency 
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with how QT is evolving. It is possible officials release updated balance sheet plans, 
but this would be faster progress on these discussions than in our baseline. An 
update at coming meetings appears more likely. Nonetheless, we will look for 
Powell to provide an update on any discussions.
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Appendix 1

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.

Analyst Certification
The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition, the 
undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation or view 
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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 those websites.

Effective 13 October 2023, Deutsche Bank AG acquired Numis Corporation Plc and its subsidiaries (the "Numis Group"). Numis 
Securities Limited ("NSL") is a member of the Numis Group and a firm authorised and regulated by the Financial Conduct 
Authority (Firm Reference Number: 144822). Deutsche Bank AG provides clients with, amongst other services, Investment 
Research services. NSL provides clients with, amongst other services, non-independent research services.

During an initial integration process, the research departments of Deutsche Bank AG and NSL will remain operationally 
distinct. Consequently, disclosures relating to conflicts of interest that may exist for Deutsche Bank AG and/or its affiliates do 
not currently take into account the business and activities of the Numis Group. The conflicts of interest that may exist for the 
Numis Group, in relation to the provision of research, can be found on the Numis website at https://www.numis.com/legal-
and-regulatory/conditions-and-disclaimers-that-govern-research-contained-in-the-research-pages-of-this-website. The 
disclosures on this Numis webpage do not currently take into account the business and activities of Deutsche Bank AG and/or 
its affiliates which are not members of the Numis Group.

Additionally, any detailed conflicts of interest disclosures pertaining to a specific recommendation or estimate made on a 
security mentioned in this report or which have been included in our most recently published company report or found on our 
global disclosure look-up page, do not currently take into account the business and activities of the Numis Group. Instead, 
details of detailed conflicts of interest disclosures for the Numis Group, relating to specific issuers or securities, can be found 
at: https://library.numis.com/regulatory_notice. The issuer/security-specific conflict of interest disclosures on this Numis 
webpage do not take into account the business and activities of Deutsche Bank and/or its affiliates which are not members 
of the Numis Group.

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, 
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, perspectives 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 provides liquidity 
for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts sometimes have 
shorter-term trade ideas that may be 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, analysts may occasionally discuss with our clients, and with 
Deutsche Bank salespersons and traders, 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' current 12-month view of total return or investment return as described herein. Deutsche Bank has 
no obligation to update, modify or amend this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate 
changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and 
company-specific economic prospects make it difficult to update research at defined intervals.  Updates are at the sole 
discretion of the coverage analyst or of the Research Department Management, and the majority of reports are published at 
irregular intervals. This report is provided for informational purposes only and does not take into account the particular 
investment objectives, financial situations, or needs of individual clients. 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. Performance calculations exclude 
transaction costs, unless otherwise indicated. 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 also sourced from 
Deutsche Bank, subject companies, and other parties. 
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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 liquidation of positions), and settlement issues related to local clearing houses are 
also important risk factors. 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.  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. 
Funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps 
(swaptions) the risks typical to options in addition to the risks related to rates movements. 

Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk.  The appropriateness 
of these products for use by investors depends on the investors' own circumstances, including their tax position, their 
regulatory environment and the nature of their other assets and liabilities; 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 - up to 
theoretically unlimited losses. 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. 

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the 
investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at https://
research.db.com/Research/ on each company's research page. Investors are strongly encouraged to review this information 
before investing.

Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial adviser, 
consultant or fiduciary to you or any of your agents (collectively, "You" or "Your") with respect to any information provided in 
this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, Deutsche Bank is not acting as your 
impartial adviser, and does not express any opinion or recommendation whatsoever as to any strategies, products or any other 
information presented in the materials.  Information contained herein is being provided solely on the basis that the recipient 
will make an independent assessment of the merits of any investment decision, and it does not constitute a recommendation 
of, or express an opinion on, any product or service or any trading strategy.

The information presented is general in nature and is not directed to retirement accounts or any specific person or account type, 
and is therefore provided to You on the express basis that it is not advice, and You may not rely upon it in making Your decision. 
The information we provide is being directed only to persons we believe to be financially sophisticated, who are capable of 
evaluating investment risks independently, both in general and with regard to particular transactions and investment 
strategies, and who understand that Deutsche Bank has financial interests in the offering of its products and services. If this 
is not the case, or if You are an IRA or other retail investor receiving this directly from us, we ask that you inform us immediately.

In July 2018, Deutsche Bank revised its rating system for short term ideas whereby the branding has been changed to Catalyst 
Calls ("CC") from SOLAR ideas; the rating categories for Catalyst Calls originated in the Americas region have been made 
consistent with the categories used by Analysts globally; and the effective time period for CCs has been reduced from a 
maximum of 180 days to 90 days.

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and SIPC.  
Analysts located outside of the United States are employed by non-US affiliates that are not subject to FINRA regulations. 

European Economic Area (exc. United Kingdom): Approved and/or distributed by Deutsche Bank AG, a joint stock 
corporation with limited liability incorporated in the Federal Republic of Germany with its principal office in Frankfurt am Main. 
Deutsche Bank AG is authorized under German Banking Law and is subject to supervision by the European Central Bank and 
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by BaFin, Germany's Federal Financial Supervisory Authority.
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