
20 September 2024 Fixed Income 

 

 

Summary 
 

 

 The FOMC cut the policy rate by 50bps to 4.75%-5%, starting a shift towards a neutral stance to ensure price 

stability and prevent further increase in unemployment. 

 Fed Chair Powell downplayed recession fears. Key projection updates include a higher long-run neutral rate and 

an accelerated easing pace. 

 Expect continued declines in US policy rates and Treasury yields. This trend may extend to other developed markets. 

Investors should maintain a long-term perspective on fixed income investments. 

 Equity investors will welcome the accelerated easing pace, as it addresses slowdown concerns, lowers borrowing costs, and 

increases the likelihood of a soft landing in the US economy, with positive effects on emerging markets. 

 
 

 

 

It's time to recalibrate 

The FOMC has reduced the Federal Funds Rate by 50bps 

to a range of 4.75%-5%. While somewhat priced-in by bond 

markets, many experienced Fed watchers interpret a 50bps 

move an unusual step. This decision marks the beginning of 

a shift towards a neutral stance, with a series of rate cuts 

anticipated. The goal is to achieve price stability and prevent 

an increase in the unemployment rate by the end of 2026. 

At the press conference, Fed Chair Powell downplayed concerns 

about an economic downturn, aligning with the new FOMC 
projections, which show minimal adjustments to the median 

GDP growth, unemployment, and PCE inflation forecasts.  

Notable changes include a higher median longer-run neutral 

rate of 2.88% (up from 2.75%) and an updated dot plot 
indicating an additional 50bps in rate cuts by the end of 2024, 

100bps more by the end of 2025, and a further 50bps by the end 
of 2026 – 100bps in 4 months of 2024 followed by another 

100bps in 2025 implies an accelerated pace of easing this year, 
possibly addressing current slowdown concerns. 

 
Nevertheless, the overall message was slightly less dovish than 

anticipated, leading to only mild adjustments in US Treasury 

yields. Powell emphasized that the forecasts do not indicate 

any urgency and that the Fed is not behind the curve in easing. 

He cautioned investors against assuming that the current 

pace of easing will continue. Future decisions will be made on 

a meeting-by-meeting basis, with the possibility of a “pause if 

that is appropriate.” 

 

Anticipate a continued decline in yields 

We project a continued downward trend for both the US 

policy rate and US Treasury yields, targeting an exit level of 

3.50% for the 10-year UST and 3.80% for the 30-year UST 

by the end of 2025. These targets may be revised lower if signs 

of a worsening economic slowdown emerge.  

  

We also anticipate that the downward pressure on fixed 

income yields will extend to other developed markets, including 

the EUR, AUD, and GBP. Investors are advised to adopt a long- 

term perspective and maintain their fixed income investments 

throughout the easing cycle. 

 

An equity-friendly move 

As markets are focused on slowdown concerns, equity investors 
will welcome an accelerated pace of easing, as it signals the Fed 

is willing to act early rather than react to incoming data. 

Furthermore, lowering borrowing rates more aggressively now 
helps interest-rate sensitive spending and reduces corporate 

borrowing costs, and raises the likelihood of a soft landing in 
the US economy.  

The stronger emerging market currencies resulting from the 
rate cuts also help EM assets, and we expect this easing 

cycle to have positive spillover effects on monetary policy in 
emerging markets and their assets. So, despite markets being 

on a data watch for a weak US economy, an aggressive 

start to an easing cycle is on balance positive for equity 
markets. 

 

Gold 

In recent weeks, gold has steadily climbed as the yields on the 

alternative safe haven, Treasury bonds have fallen. More 
recently, gold has hit a new all-time high of 2,620/oz on 

escalating hostilities between Israel and Lebanon, which Israeli 
leaders describe as a 'new phase' in the war.
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Please read carefully the disclaimer at the end of this report. 



Disclaimer 

 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or 
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 

 
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and 
agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law. This publication is being 
supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form 
by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of 
CIMB Bank Berhad and CIMB Investment Bank Berhad (collectively, “CIMB Bank”). 

 
CIMB Bank, its affiliates and related companies (collectively, “CIMB Group”) and their respective directors, associates, connected parties and/or employees may own 
or have positions in securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of, or 
may be materially interested in, any such securities. Further, CIMB Group may do and may seek to do business with the company(ies) covered in this research report 
and may from time to time act as market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them 
from customers on a principal basis and may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such 
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately 
reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or 
indirectly related to the inclusion of specific recommendations(s) or view(s) in this report. CIMB Bank prohibits the analyst(s) who prepared this research report from 
receiving any compensation, incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a 
particular company. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or 
the performance of his/their recommendations and the research personnel involved in the preparation of this report may also participate in the solicitation of the 
businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing, among other things, may give rise to 
real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

 
i. As of 20 September 2024, CIMB Investment Bank Berhad has a proprietary position in the following securities in this report: 

Nil 

 
ii. As of 20 September 2024, the analyst, Mack Yee Lun, does not have an interest in the securities in the company or companies covered or recommended in this 

report. 

 
This report has been produced for information purposes with the information contained in this report, believed to be correct at the time of issue and does not purport 
to contain all the information that a prospective investor may require. CIMB Group makes no express or implied warranty as to the accuracy or completeness of any 
such information and opinion contained in this report. Nothing in this report is intended to be, or should be construed as an invitation by any company within CIMB 
Group to buy or sell, or as an invitation to subscribe for, any securities. The price and value of any investments and indicative incomes herein contained may 
fluctuate either positively or negatively. All references to past performances is not a guide to any future performance. It should be noted that investments in emerging 
markets are subject to increased levels of volatility than more established markets. Some of the reasons for this volatility relates to the respective economy, political 
climate, credit worthiness, currency and general market within that country. When investing in investments denominated in a foreign currency these transactions are 
also subject to fluctuation in exchange rates. 

 
The information in this report is subject to change without notice by CIMB Bank. Neither CIMB Bank nor any of its affiliates or related companies, advisers or 
representatives are obliged to update any such information subsequent to the date hereof. Because it is not possible for CIMB Bank to have regard to the investment 
objectives, financial situation and particular needs of each person who reads this report, the information contained in it may not be appropriate for all persons. CIMB 
Bank is not acting as an advisor or agent to any person to whom this report is directed in respect of its contents. You, the recipient of this report must make your own 
independent assessment of the contents of this document, and should not treat such content as advice relating to legal, accounting, taxation, technical or investment 
matters. Please contact your Private Banker, Relationship Manager or walk into your nearest CIMB Branch to discuss any information contained within or prior to 
acting in reliance of any information contained within this report. 

 
Neither CIMB Group nor any of their directors, employees or representatives are to have any liability (including liability to any person by reason of negligence or 
negligent misstatement) whether pecuniary or not from any statement, opinion, information or matter (express or implied) arising out of, contained in or derived from 
or any omission from the report, except liability under statute that cannot be excluded. 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 


