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Hit the One in the Middle, Mr. Chairman!

FRANK VALLE, CFA, CAIA, ASSOCIATE DIRECTOR OF FIXED INCOME

The outlook for interest rates has become increasingly uncertain, suggesting Fed Chair Kevin
Warsh should avoid overreacting to volatile forecasts and instead take a measured, data-
dependent approach

5 4.0%

[e
0
K} 2 / 3.8% 9
(' 3 (L]
oV — o
[T ()
QX L
ET 3.3% &
2
-5 3.0%
< o o ¢} o o ° o o
(19’1/ '1,@/ ,]9’1/ (19'1/ (LQ'L q,& (19'1/ q,gq' q,&
U N O S CHRI U U
> v N W N \ N v P
R N ) N 0 A Q O N
Expected Hikes/Cuts as of 12/31/2025 (L) Expected Hikes/Cuts as of 3/31/2025 (L)

Expected Hikes/Cuts as of 7/31/2025 (L) Expected Policy Rate as of 12/31/2025 (R)
==Fxpected Policy Rate as of 3/31/2025 (R) ==Fxpected Policy Rate as of 7/31/2025 (R)
=== Actual Policy Rate (R)

Source: Bloomberg as of July 31, 2025

In the cinematic masterpiece Rocky IV, Rocky gets dazed by his opponent, Captain lvan Drago, and complains
that he sees “three of him out there.” In response, Rocky’s cornerman famously quips back “Hit the one in the
middle!” In addition to being terrific boxing wisdom, this quote may also be sound advice for Federal Reserve
Chairman Kevin Warsh as it relates to how the central bank should navigate increasingly divergent views on the
appropriate path for interest rates.

Market expectations of future rate policy have shifted significantly since the start of the year, with Wall Street
traders whipsawing between projections for cuts and hikes. Coming into 2026, markets expected inflation to
continue to moderate alongside a weakening labor market, creating a backdrop in which investors anticipated
that the Federal Reserve would have greater flexibility to ease monetary policy and gradually lower interest
rates over the course of the year. Specifically, on December 31, 2025, investors were pricing in around two rate
cuts in 2026 (and a corresponding implied federal funds rate of roughly 3.1% by year-end). That outlook began
to deteriorate in March as the war in Iran and subsequent closure of the Strait of Hormuz heightened inflation
concerns, causing markets to price out those expected rate cuts. This shift continued through the spring and
into the summer, with markets at one point pricing a meaningful probability of two rate hikes by year-end ahead
of last week'’s Federal Open Market Committee meeting. The Fed ultimately left rates unchanged in July, and
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market expectations subsequently moderated to one hike for the remainder of this year and an implied
federal funds rate of approximately 4.0% at year-end.

It is important to note that the Federal Reserve has its own outlook for interest rates. Historically, the
Fed has communicated this outlook via the “dot plot” contained in its Summary of Economic Projections,
although that framework may soon be modified as part of a broader move away from explicit forward
guidance, as the newly installed Warsh has expressed a preference for a reduction in forward guidance.
That said, the dot plot released in June, which is the most recently available, indicated that nearly half of
Fed officials saw a potential rate increase before year-end. This marked a meaningful shift from March,
when none of the policymakers in the survey anticipated a hike in 2026 and the median forecast still
called for a rate cut. The latest median projection now shows no expected easing in 2026, indicating that
policymakers have become more cautious about cutting rates as persistent inflation remains a concern.

Readers should note that predicting the path of interest rates is notoriously difficult, particularly when
inflation, employment, financial markets, and geopolitical developments are sending conflicting signals.
The sharp shift in market expectations this year is a reminder of how quickly the rate outlook can change,
and why neither markets nor policymakers should place too much weight on any single forecast. Ultimately,
at least for the time being, Warsh may be best served by taking a measured approach and waiting for the
data to provide greater clarity. In other words, with three different versions of the rate outlook in front of
him (hikes, a continued pause, and cuts), perhaps the best advice is still the simplest: Hit the one in the
middle! »
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CONFIDENTIALITY NOTICE: This communication, including attachments, is for the exclusive use of the addressee and contains
proprietary, confidential and/or privileged information; any use, copying, disclosure, dissemination or distribution is strictly
prohibited. Marquette Associates, Inc. retains all proprietary rights they may have in the information.

Marquette Associates, Inc. (“Marquette”) has prepared this document for the exclusive use by the client or third party for which
it was prepared. The information herein was obtained from various sources, including but not limited to third party investment
managers, the client’s custodian(s) accounting statements, commercially available databases, and other economic and financial
market data sources.

The sources of information used in this document are believed to be reliable. Marquette has not independently verified all
of the information in this document and its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or
consequential losses arising from its use. The information provided herein is as of the date appearing in this material only and is
subject to change without prior notice. Thus, all such information is subject to independent verification, and we urge clients to
compare the information set forth in this statement with the statements received directly from the custodian in order to ensure
accuracy of all account information. Past performance does not guarantee future results and investing involves risk of loss. No
graph, chart, or formula can, in and of itself, be used to determine which securities or investments to buy or sell.

Forward-looking statements, including without limitation any statement or prediction about a future event contained in this
presentation, are based on a variety of estimates and assumptions by Marquette, including, but not limited to, estimates of future
operating results, the value of assets and market conditions. These estimates and assumptions, including the risk assessments and
projections referenced, are inherently uncertain and are subject to numerous business, industry, market, regulatory, geopolitical,
competitive, and financial risks that are outside of Marquette’s control. There can be no assurance that the assumptions made in
connection with any forward-looking statement will prove accurate, and actual results may differ materially. Indices have been
selected for comparison purposes only. Client account holdings may differ significantly from the securities in the indices and the
volatility (beta) of the account may be materially different from client account performance and may be more or less than the
benchmark. You cannot invest directly in an index. Artificial intelligence has been utilized during the preparation of this document.

The inclusion of any forward-looking statement herein should not be regarded as an indication that Marquette considers forward-
looking statements to be a reliable prediction of future events. The views contained herein are those of Marquette and should
not be taken as financial advice or a recommendation to buy or sell any security. Any forecasts, figures, opinions or investment
techniques and strategies described are intended for informational purposes only. They are based on certain assumptions and
current market conditions, and although accurate at the time of writing, are subject to change without prior notice. Opinions,
estimates, projections, and comments on financial market trends constitute our judgment and are subject to change without
notice. Marquette expressly disclaims all liability in respect to actions taken based on any or all of the information included or
referenced in this document. The information is being provided based on the understanding that each recipient has sufficient
knowledge and experience to evaluate the merits and risks of investing.

This document does not constitute an offer to sell, or a solicitation of an offer to buy, any interest in any investment vehicle,
and should not be relied on as such. Targets, ranges and expectations set forth in this presentation are approximations; actual
results may differ materially. The information and opinions expressed herein are as of the date appearing in this material only,
are subject to change without prior notice, and do not contain material information regarding the Marquette Model Portfolio,
including specific information relating to portfolio investments and related important risk disclosures. The descriptions herein of
Marquette’s investment objectives or criteria, the characteristics of its investments, investment process, or investment strategies
and styles may not be fully indicative of any present or future investments, are not intended to reflect performance and may be
changed in the discretion of Marquette. While the data contained herein has been prepared from information that Marquette
believes to be reliable, Marquette does not warrant the accuracy or completeness of such information.

About Marquette Associates

Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest caliber of service.
Our expertise is grounded in our commitment to client service — our team aims to be a trusted partner and as fiduciaries,
our clients’ interests and objectives are at the center of everything we do. Our approach brings together the real-world
experience of our people and our dedication to creativity and critical thinking in order to empower our clients to work
towards their goals.

Marquette is an independent investment adviser registered with the U.S. Securities and Exchange Commission under the
Investment Advisers Act of 1940, as amended. Registration does notimply a certain level of skill or training. More information
about Marquette including our investment strategies, fees, and objectives can be found in our ADV Part 2 and Form CRS
which are available upon request and on our website. For more information, please visit www.MarquetteAssociates.com.
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