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| have been writing about inflation and the deterioration in the U.S. labor market since the beginning of the
year. Recent revisions to jobs data suggest the labor market may be worse than we initially thought. This

paired with relatively high but stable inflation data gives the Fed some cover for rate cuts. Markets widely
anticipate the Fed will cut its short-term target rate (the Fed Funds Rate) by 25 to 50 basis points today.

This should stimulate economic growth, right? In theory, lower short-term rates should flow through to
borrowers in the form of lower rates on things like mortgages and car loans, and that additional lending and
borrowing should set off a multiplier effect.

Maybe—but in the real world, things don’t always work out the way they do in an economics textbook. For
example, during the last round of Fed rate cuts between September and December 2024, the Fed cut
rates by a full percentage point (100 basis points). Over that period, 10-year and 30-year Treasury
rates actually increased by nearly as much as the cuts (88 and 75 basis points, respectively), as fiscal
uncertainties and inflation fears drove rates higher.
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- « Market Yield on U.S. Treasury Securities at 30-Year Constant Maturity, Quoted on an Investment Basis (right)
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Source: Board of Governors of the Federal Reserve System (US) via FRED®
Shaded areas indicate U.S. recessions. myf.red/g/1Mkvf
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This is important because rates on consumer debt (mortgages and car loans for example) tend to be
correlated more with longer-term rates, which tend to be impacted more by longer-term macroeconomic
forces and expectations for the future (see the graph, below).

The Fed is right to be concerned about the labor market and is probably right to start using the tools at its
disposal to stimulate growth. Recently, however—despite the expectation of rate cuts—longer-term
yields have again been rising for the reasons noted above.

I's possible the Fed cuts won'’t translate immediately into cheaper borrowing, as rising long-term yields drag
borrowing costs up with them. If continued cuts fail to stimulate growth as intended, the Fed will be left with
its recession playbook (namely, quantitative easing) if it wants to bring down longer-term rates.
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Sources: Board of Governors of the Federal Reserve System (US); Freddie Mac via FRED®
Shaded areas indicate U.S. recessions. myf.red/g/1Mkzy

IMPORTANT NOTE FROM THE SIMMONS PARTNERSHIP INC.

The Simmons Partnership Inc. ("The Simmons Partnership") is an investment advisor located in Maryland. The Simmons Partnership and its are in with the current i i of those states in which The Simmons Partnership maintains clients. The Simmons Partnership may only transact
business in those states in which it is registered, or qualifies for an exemption or exclusion from registration requirements. The attached selected materials are aggregated by The Simmons Partnership for your information only. The Simmons Partnership is not representing that the views in the attached materials are the only views on
the subject matter, or that the views or conclusions depicted in the materials represent guaranteed outcomes. Many of the materials include charts or graphs prepared by third parties. These third parties prepared such charts and graphs using their own information or information they believed to be reliable. The Simmons Partnership
has not independently verified either the underlying data or any of the inimated or directly stated conclusions of such materials. The Simmons Partnership does not make any representations or warranties as to the accuracy, i or of any i ion prepared by any
unaffiliated third party, whether linked to The Simmons ip's website or incorp herein, and takes no responsibility thereof. All such information is provided solely for convenience purposes only and all users thereof should be guided accordingly. The distribution of the attached materials should not
be construed by any consumer and/or prospective client as The Simmons Partnership's solicitation to effect, or attempt to effect transactions in securities, or the rendering of advice for Any by The Simmons Partnership with a client or prospective client shall be conducted by a
representative that is either registered or qualifies for an exemption or exclusion from registration in the state where the person resides. A copy of The Simmons Partnership's current written disclosure statement discussing The Simmons p's business services, and fees is available from The Simmons Partnership
upon request. Past performance may not be indicative of future results. Historical information about investments or financial markets is not necessarily indicative of future market behavior or the wisdom of any particular investment, investment strategy, or asset allocation. Therefore, no current or prospective client should assume that
future p of any specific i strategy (including the andjor strategies by The Simmons Partnership) or product made reference to directly or indirectly by The Simmons Partnership will be profitable. Different types of investments involve varying degrees of risk, and
there can be no assurance that any specific investment wil either be suitable or profitable for a client or prospective clients investment portfolio. Historical performance results for investment indices and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have
the effect of decreasing historical performance results. The investment discussed may not be suitable for all investors. Investors must make their own decisions based on their specific i ives and financial ci ion is available upon request.

When participating in a covered call strategy, the investor is at risk of having to sell the stock if the stock's price rises above the strike price. Remember, in exchange for receiving the premium of having sold the calls, the investor is obligated to sell the stock if the option is exercised. Past performance is no guarantee of future

results . Add Simmons general disclosure to bottom
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