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Making Sense

Lower Inflation Clears Final Hurdle for September Rate Cut

The July Consumer Price Index (CPI) report showed inflation continuing to
moderate last month, likely removing the final hurdle for the Federal Reserve
to cut interest rates in September.

Consumer prices rose by 0.2% in July, in line with forecasters’ expectations and
bringing the year-on-year inflation rate to +2.9%, the lowest since 2021. Core
prices (ex-food and energy) rose at a similar pace with year-on-year inflation now
at +3.2%. Although these annual inflation rates are still well above the Fed’s
target of 2%, price data from the last few months has been much softer: in fact,
over the last three months annualized inflation is running at just +0.4%
compared to over +4.0% earlier this year (see chart).

What is driving the recent trends? For several months, the bulk of “excess”
inflation has been driven by housing and some services prices like insurance and
healthcare. Meanwhile, goods prices — including food, household items, and the
like — have actually moved down.

The initial market reaction was muted—a breath of fresh air. The 2-year and 10-
year Treasury yields were little changed. S&P 500 futures also had a subdued
reaction. Fed funds futures moved slightly higher but are still indicating 0.25-
0.50% of rate cuts on September 18". Regarding the FOMC interest rate
decision next month, all eyes now turn to Chairman Powell’s speech at the
Jackson Hole Economic Policy Symposium late next week.
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Takeaways
m Headline inflation (year-
over-year): 2.9%

m Core inflation (year-over-
year): 3.2%

What does it mean for you?

m This report likely removes
the final hurdle for the Fed
to cut interest rates.

m We believe the Fed will
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The views expressed are those of the author(s) at the time of writing and are subject to change without notice. First Citizens does not assume any
liability for losses that may result from the information in this piece.

This material is for informational purposes only and is not intended to be an offer, specific investment strategy, recommendation, or solicitation to purchase or
sell any security or insurance product, and should not be construed as legal, tax or accounting advice. Please consult with your legal or tax advisor regarding
the particular facts and circumstances of your situation prior to making any financial decision. While we believe that the information presented is from reliable
sources, we do not represent, warrant, or guarantee that it is accurate or complete.

Your investments in securities and insurance products and services are not insured by the FDIC or any other federal government agency and may lose value.
They are not deposits or other obligations of, or guaranteed by any bank or bank affiliate and are subject to investment risks, including possible loss of the
principal amounts invested.

About the Entities, Brands and Services Offered

First Citizens Wealth™ (FCW) isa marketing brand of First Citizens BancShares, Inc., abank holding company. The following affiliates of First Citizens BancShares
are the entities through which FCW products are offered. Brokerage products and services are offered through First Citizens Investor Services, Inc. ("FCIS”) , a
registered broker-dealer, Member FINRA and SIPC. Advisory services are offered through FCIS, First Citizens Asset Management, Inc. and SVB Wealth LLC,
all SEC registered investment advisers. Certain brokerage and advisory products and services may not be available from all Investment Professionals, in all
jurisdictions, or to all investors. Insurance products and services are offered through FCIS, a licensed insurance agency. Banking, lending, trust products and
services, and certain insurance products and services are offered by First-Citizens Bank & Trust Company, Member FDIC, and an Equal Housing Lender and
SVB, a division of First-Citizens Bank & Trust Company. Foic =

For more information about FCIS, FCAM or SVBW and its Investment Professionals click here:
https://www.firstcitizens.com/wealth/disclosures
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©2024 First-Citizens Bank & Trust Company. All rights reserved. Silicon Valley Bank, a division of First-Citizens Bank & Trust Company. Member FDIC., First
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