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The Fed lowered the Fed Funds rate for the first time since 2008. This move has confused some investors because the Fed's dual mandate seems in order:
unemployment is at a roughly 50-year low and inflation remains below the Fed’s self-defined 2% inflation target.

Here are some thoughts on today’s announcement:

1. Fed Chair Powell mentioned that he considers this cut to be a “mid-cycle adjustment”. He clarified that rates could actually increase in the future
if necessary, and that one shouldn't necessarily view today’s cut as the beginning of a full-blown easing cycle. Market implied probabilities
suggested the investors previously viewed today’s cut as the beginning of a full-blown easing cycle.

2. The Fed has a dual mandate of low unemployment and stable inflation. Powell's comments repeatedly mentioned “uncertainty around trade
policy” as a 3rd concern. Stable trade conditions is not one of the Fed's mandates, so monitoring trade will likely raise questions about the Fed's
previous strategy of being “data dependent” and about the Fed’s independence given the existing low unemployment and stable prices.

3. The Fed Chair went out of his way today to say he was not criticizing trade policy, but some may say he implicitly did criticize trade policy by
lowering rates, i.e., why lower rates if trade policy will be successful.

4. What ever happened to “don't fight the Fed”? Assuming #2 and #3 are political poppycock and the Fed is indeed adhering to the dual mandate
of low unemployment and stable prices, then the implication is the rate cut is meant to spur higher inflation. Bond investors should take note
because duration risk might be seriously underpriced if the Fed is successful and inflation does increase.

If you have any additional questions on our thinking, please reach out to your regional RBA Portfolio Specialist.
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Nothing contained herein constitutes tax, legal, insurance or investment advice, or the recommendation of or an offer to sell, or the solicitation of an offer to buy or invest in any investment product, vehicle, service or
instrument. Such an offer or solicitation may only be made by delivery to a prospective investor of formal offering materials, including subscription or account documents or forms, which include detailed discussions of
the terms of the respective product, vehicle, service or instrument, including the principal risk factors that might impact such a purchase or investment, and which should be reviewed carefully by any such investor before
making the decision to invest. RBA information may include statements concerning financial market trends and/or individual stocks, and are based on current market conditions, which will fluctuate and may be superseded
by subsequent market events or for other reasons. Historic market trends are not reliable indicators of actual future market behavior or future performance of any particular investment which may differ materially, and should
not be relied upon as such. The investment strategy and broad themes discussed herein may be unsuitable for investors depending on their specific investment objectives and financial situation. Information contained in the
material has been obtained from sources believed to be reliable, but not guaranteed. You should note that the materials are provided “as is” without any express or implied warranties. Past performance is not a guarantee
of future results. All investments involve a degree of risk, including the risk of loss. No part of RBA's materials may be reproduced in any form, or referred to in any other publication, without express written permission
from RBA. Links to appearances and articles by Richard Bernstein, whether in the press, on television or otherwise, are provided for informational purposes only and in no way should be considered a recommendation of any
particular investment product, vehicle, service or instrument or the rendering of investment advice, which must always be evaluated by a prospective investor in consultation with his or her own financial adviser and in light
of his or her own circumstances, including the investor’s investment horizon, appetite for risk, and ability to withstand a potential loss of some or all of an investment's value. Investing is subject to market risks. Investors
acknowledge and accept the potential loss of some or all of an investment's value. Views represented are subject to change at the sole discretion of Richard Bernstein Advisors LLC. Richard Bernstein Advisars LLC does not
undertake to advise you of any changes in the views expressed herein.
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