RAYMOND JAMES

MARKETS

INVESTMENT MANAGEMENT

INFOCUS

N
Fed Insights
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For the fifth consecutive meeting, the Federal Open Market
Committee (FOMC) held its policy rate unchanged, leaving the
target range at 3.50% to 3.75%. A hold was our base case, but
heading into the meeting expectations were quite mixed, with
roughly a 35% probability of a 25-basis point (bp) hike being priced
in seconds before the decision’s release.

The statement was essentially unchanged from June, but the
committee behind the decision was not. In contrast to June’s
unanimous decision, July’s vote was 9-to-3 with Federal Reserve
Bank Presidents Beth Hammack of Cleveland, Neel Kashkari of
Minneapolis, and Lorie Logan of Dallas preferring a 25-bp hike.
That said, the regional presidents had broadly telegraphed their
hawkish lean in interviews since the June meeting.

Given the softer inflation and labor market data released since
June, we struggled to see a compelling economic case for tighten-
ing at this meeting despite many calls for hikes across the broader
media and investment community. The main argument for hiking
appeared to be that it would establish new US Federal Reserve
Chairman Kevin Warsh’s inflation-fighting credibility considering
that inflation has been running above target for more than five
years, but hiking for optics would have risked confusing the Fed’s
policy outlook in our opinion.

Following the decision, equities rose and yields fell, then both
reversed course. This kind of excessive volatility is emblematic of a

Key takeaways

« In terms of market pricing, the decision to
hold interest rates steady simply means a
hike has been delayed, not eliminated.

« The recent rise in yields supports the
case for a hold: Financial conditions have
tightened, recent data has softened, and
the committee retains the ability to respond
later.

+ Higher real yields continue to raise the
earnings hurdle for equities, reinforcing
the importance of leaning into quality for
investors.

! Matt Orton, CFA, is Chief Market Strategist at Raymond James
Investment Management. Joey Del Guercio, CFA, is Research Analyst at
Raymond James Investment Management.

2 Unless otherwise indicated, all data cited is sourced from Bloomberg as
of July 30, 2026.
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The market still expects more than one hike this year
Futures-implied federal funds rate cuts by FOMC meeting

July September ——October ==—December

2 —

15
L 1 r
=}
(&)
I
o
=
T Z : :
(@]
3]
[
i
()
X
=
1
o
=
.‘%‘
£

3 L

Jan Feb Mar Apr May Jun Jul

Source: Bloomberg, as of 7/29/2026.

confused market. From a market pricing standpoint, the hikes have
simply been delayed, not eliminated.

‘Play the ball, not the referee’

To be clear, this was not a dovish meeting. The press conference
yet again offered zero forward guidance, something the market will
have to adjust to. Warsh reiterated that there is no soft or implicit
inflation target above 2%, and that five-plus years of above-target
inflation can’t be resolved by one favorable report or just a few
weeks of data.

Warsh also stressed that this meeting was not a passive pause.
Instead, he characterized it as a rigorous review of the economy
and a continuation of the committee’s remaining homework.
Importantly, in response to a question, he said June’s soft Con-
sumer Price Index (CPI) did little to skew the committee in favor of
holding.

Warsh acknowledged that the extreme rise in both nominal and

real yields since the June FOMC has done considerable work for
policymakers. That helps reconcile the Fed’s resolute inflation
language with the decision to wait: Financial conditions have
tightened, recent data has softened, and the committee retains the
ability to respond later. In Warsh’s words, investors and policymak-
ers should “play the ball, not the referee.”

The burden is now on the data

The market and Fed will get two more rounds of inflation and
employment data before the next FOMC decision in September.
Warsh also will have another opportunity to clarify the Fed’s
stance at its annual Jackson Hole Economic Symposium.

The burden is now on the data. An uptick in inflation, especially

if accompanied by continued economic resilience, would boost
the odds of a hike before the end of the year, while additional
moderation would support our view that the current stance of
monetary policy is appropriate. Moreover, whether the Fed had
hiked today or in September, the change would be the same - less




the beginning of a greater hiking cycle (bad for markets) and more continue to be driven by the Middle East, adding to the difficulty of
aremoving of some of last year’s “insurance” cuts (benign for predicting the path ahead. Going forward, our playbook remains
markets). As Warsh said, the economy is impressively resilient. steady: Maintain adequate diversification, lean into earnings
strength, and add cyclicality where fundamentals are improving.
Higher real yields continue to raise the earnings hurdle for equities,
reinforcing the importance of leaning into quality.

We continue to expect the Fed to remain on hold through year-end,
barring any additional exogenous shocks or data surprises. Much
of the key dynamics affecting markets - the dollar and yields -

The backdrop has grown more restrictive
Nominal and real 10-year US Treasury yields since 2025
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For more market insights and analysis from
Raymond James Investment Management,

=\ visit Qur Thinking. t




Risk information:
Investing involves risk, including risk of loss.

Diversification does not ensure a profit or guarantee against loss.

Disclosures:

Any forecasts, figures, opinions, or investment techniques and strategies set
out are for informational purposes only. There is no assurance any estimate,
forecast or projection will be realized.

Index or benchmark performance presented in this document does not reflect
the deduction of advisory fees, transaction charges, or other expenses, which
would reduce performance. Indexes are unmanaged. It is not possible to invest
directly in an index. Any investor who attempts to mimic the performance of
an index would incur fees and expenses that would reduce return.

This document is a general communication being provided for information-
al purposes only. It is educational in nature and not designed to be taken as
advice or a recommendation for any specific investment product, strategy,
plan feature, or other purpose in any jurisdiction, nor is it a commitment from
Raymond James Investment Management or any of its affiliates to participate
in any of the transactions mentioned herein. Any examples used are generic,
hypothetical, and for illustration purposes only. This material does not contain
sufficient information to support an investment decision, and you should not
rely on it in evaluating the merits of investing in any securities or products. In
addition, users should make an independent assessment of the legal, regu-
latory, tax, credit, and accounting implications and make their own determi-
nations together with their own professionals in those fields. Any forecasts,

figures, opinions, or investment techniques and strategies set out are for
information purposes only, based on certain assumptions and current market
conditions, and are subject to change without prior notice. All information
presented herein is considered to be accurate at the time of production, but
no warranty of accuracy is given and no liability in respect of any error or omis-
sion is accepted. It should be noted that investment involves risks, the value

of investments and the income from them may fluctuate in accordance with
market conditions and taxation agreements, and investors may not get back
the fullamount invested. Both past performance and yields are not reliable
indicators of current and future results.

The views and opinions expressed are not necessarily those of the broker/
dealer or any affiliates. Nothing discussed or suggested should be construed
as permission to supersede or circumvent any broker/dealer policies, proce-
dures, rules, and guidelines.

Sector investments are companies engaged in business related to a specific
sector. They are subject to fierce competition and their products and services
may be subject to rapid obsolescence. There are additional risks associated
with investing in an individual sector, including limited diversification.

Definitions

Consumer Price Index / CPI - Measures the change in prices paid by consum-
ers for goods and services. The US Bureau of Labor Statistics bases the index
on prices of food, clothing, shelter, fuels, transportation, doctors’ and dentists’
services, drugs, and other goods and services that people buy for day-to-day
living. Prices are collected each month in 75 urban areas across the country
from about 6,000 households and 22,000 retailers.

Contact us at 800.521.1195 or visit RJInvestmentManagement.com

for more investment insights.
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