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As expected, the Federal Open Market Committee cut the federal funds rate by 25 basis points at its
meeting this week to a range of 4.25% to 4.50%. The statement was very similar to the previous
statement from November 1. The only substantive change was adding “the extent and timing of” to the
sentence “In considering the extent and timing of additional adjustments to the target range for the federal
funds rate, the Committee will carefully assess incoming data, the evolving outlook, and the balance of
risks.” This addition suggests that the FOMC is somewhat less confident about the pace of fed funds rate
cuts going forward.

Cleveland Fed President Beth Hammack voted against the action, preferring to keep the fed funds rate
unchanged.

This release also included the Summary of Economic Projections, or “dot plot,” showing FOMC
participants expectations for the economy and the fed funds rate over the next few years. The median fed
funds rate at the end of 2025 in this week’s SEP was 3.9%, up from 3.4% in the previous projections,
from mid-September. This suggests that participants expect to cut the fed funds two times in 2025
(assuming each cut is 25 basis points). The median fed funds rate projection at the end of 2026 is 3.4%
(up from 2.9%), and at the end of 2027 is 3.1% (up from 2.9%). The longer-run value of the fed funds rate
was up marginally in this week’s SEP, to 3.0% from 2.9% in September.

The inflation outlook is slightly higher. Median projected PCE core inflation (the FOMC’s preferred
inflation measure, on a Q4-to-Q4 basis) is now 2.5% in 2025, up from 2.2% in the September dot plot.
The median FOMC participant now has core inflation reaching the FOMC's 2% objective in 2027,
compared to 2026 in previous SEP. Some of this change is likely from recent somewhat higher inflation
numbers, but also from the potential for tariffs from the incoming Trump administration.

The near-term economic outlook is better in this week’s SEP, with median expected real GDP growth (Q4
to Q4) of 2.5% in 2024 (up from 2.0% in September, largely reflecting the strong third quarter), and
around 2% in 2025 through 2027, little changed from September. The outlook for the unemployment rate
is little changed, with a 2024 Q4 median of 4.2% today (compared to 4.4% in the previous dot plot) and
4.3% in 2025 through 2027.

In discussing current economic conditions this week’s statement noted “solid” expansion, but also
discussed an easing in labor market conditions, including an increase in the unemployment rate. The
statement mentioned slowing inflation, but also noted that it remains “somewhat elevated.” The statement
also said that risks to the outlook remain balanced. All of this language was unchanged from November 7.

In his post-meeting press conference Fed Chair Powell said that the FOMC is “at or near the point” where
it does not need to cut the fed funds rate at every meeting going forward, saying that the committee will
“move cautiously,” although he also said that the committee is “still on track to continue to cut” the fed
funds rate. He said that the fed funds rate currently is “significantly closer to neutral” (where the fed funds
rate neither adds to nor subtracts from growth) than it was before the FOMC started to ease monetary
policy in mid-September, but that monetary policy now is “still meaningfully restrictive.” Powell also said
that “downside risks to the labor market appear to have diminished,” but that the committee also does not
think the labor market needs “further cooling” to get inflation to the FOMC’s 2% objective.

Powell was asked about the impact of potential tariffs on FOMC decision making. Citing the uncertainty
around tariffs, he called for a wait-and-see approach.
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This week’'s FOMC statement, dot plot, and Powell’s press conference were all as expected. The
committee cut the fed funds rate by 25 basis points, and the expected pace of rate cuts in 2025 in the dot
plot is more gradual than in the previous one. In his press conference Chair Powell indicated that the
FOMC is unlikely to cut the fed funds rate at every meeting in the near term. PNC’s baseline outlook is for
two cuts in the fed funds rate in the first half of next year, in March and June, skipping the FOMC’s
January and April meetings. PNC then expects the FOMC to hold the fed funds rate in a range between
3.75% to 4.00% in the second half of 2025 and beyond.
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Action Economics Survey m Last Actual PNC’s Comment

Fed Funds Rate Target
Range Mid-Point (after the
FOMC meeting on 1/29/25)

Dec Consumer Confidence
(12/23, Monday)

Nov Durable Goods Orders
(12/24, Tuesday)

Nov New Home Sales
(12/24, Tuesday)

Initial Claims, Week of
12/21/24 (12/26, Thursday)

Nov Advance Trade in Goods
(12/27, Friday)

Nov Construction Spending
(1/2, Thursday)

Dec ISM (1/3, Friday)

4.38-4.38%

110.6-114.0

-1.5t01.6%

0.600-0.700M

218-227K

-$103.9 to -
$98.0

0.2-0.5%

47.6-48.6

4.38%

112.8

-0.3%

0.664M

222K

-$101.0

0.2%

48.2

4.38%

111.7
(Nov)

0.3%
(Oct)

0.610M
(Oct)

220K
(12/14/24)

-$98.3
(Oct)

0.4%
(Oct)

48.4
(Nov)

The FOMC will leave the fed funds rate
unchanged in January.

114.0. Upturn in consumer confidence amid
stronger job growth in November.

1.5%. Acceleration in civilian aircraft orders
after Boeing strike settled.

0.700. New home sales to increase on the
heels of an increase in existing home sales.

220K. Initial claims unchanged from the
prior week and remain at low levels.

-$103.0. Trade deficit to widen on strong
holiday sales.

0.2%. Construction spending to moderate
but remain solid.

47.6. Manufacturing sector activity to weaken
and remain in contraction territory.
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Monthly Calendar of Economic Data: December 2024/January 2025

Dec 24
Dec 23
CB Consumer Confidence D.ll-‘(;'::le GOOdEx-Transp
Total Current Expect Sept -0.4% 0.4%
Oct 109.6 136.1 91.9 Oct 0.3 0.1
Nov 111.7 140.9 92.3 Nov
Dec
New Home Sales (000)
Sept 738
Oct 610
Nov
Dec 26
Dec 30
Unemployment Claims (000) .
Dec Chicago PMI
Aug Sept Oct Nov Dec
234 231 260 221 242
228 222 242 219 220
233 219 228 215
232 225 218 215
228 225
Jan2 Jan3
Construction Spending ISM Manufacturing Index Autos Light
Sept 0.1% Oct 46.5 Dom For Truck Total
Oct 0.4 Nov 48.4 Oct 2.0 1.1 13.2 16.3
Nov Dec Nov 1.9 1.1 13.5 16.5
Dec

Disclaimer: The material presented is of a general nature and does not constitute the provision of investment or economic advice to any
person, or a recommendation to buy or sell any security or adopt any investment strategy. Opinions and forecasts expressed herein are
subject to change without notice. Relevant information was obtained from sources deemed reliable. Such information is not guaranteed as to
its accuracy. You should seek the advice of an investment professional to tailor a financial plan to your needs.

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over time. Future
events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and uncertainties to which our
forward-looking statements are subject. Forward-looking statements speak only as of the date made. We do not assume any duty and do not
undertake any obligation to update forward-looking statements. Actual results or future events could differ, possibly materially, from those
anticipated in forward-looking statements, as well as from historical performance. As a result, we caution against placing undue reliance on
any forward-looking statements.
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Visit pnc.com/economicreports for more information from PNC Economics.
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