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Tee it up? Or not?
Key takeaways

» Historically, the Federal Reserve (Fed) Chair’s speech at the annual Jackson Hole Symposium has been used to hint
at policy changes to come, with action taking place at the September meeting.

« Much of the financial world will be tuned in to see if the Fed tees up a rate cut, or not, for next month’s policy
meeting.

The financial markets have been debating whether or not the Federal Reserve (Fed) will cut interest rates at the September
16 — 17 monetary-policy meeting. The debate has also covered the possibility of a 50 basis point cut (100 basis points, or
bps, equals 1%) and how many cuts our central bankers might implement over the remaining three policy meetings this
year (September, October, and December). Fed Chair Jay Powell, in the wake of the July meeting, voiced concerns that
current tariff policies could lead to higher inflation in the near to intermediate term while also stating that he believed the
U.S. labor market was “at or near full employment.”

But a lot can change over the course of just a few weeks as the July employment report showed nonfarm payroll growth
well below consensus estimates. For the better part of a week following that report, the fed funds futures market was
pricing in a greater than 95% chance of a rate cut. The probability has fallen back to 83% at the time of this writing, but
inflation concerns do still linger. Based on the futures, the market is clearly pricing in a rate cut next month and thinks the
Fed will want to act as job creation slows along with the economy.

And now this week comes the annual Jackson Hole Symposium hosted by the Kansas City Federal Reserve. Note that
historically the Fed Chair’s speech at this event has been used numerous times to hint at policy changes to come, with
action taking place at the (next) September meeting. That is what happened at the 2024 Jackson Hole get-together as a
half-point cut occurred at the September meeting. Chair Powell is scheduled to speak on Friday at 10 am. ET, but there is
no guarantee that the speech will hint at potential policy changes. But much of the financial world will be tuned in to see if
the Fed tees up a rate cut, or not, for next month’s policy meeting.

Our analysis continues to suggest that the Fed will cut at one of the remaining three meetings this year and again next year.
Next month’s meeting is certainly “live” and could result in a cut. Also consider that the market is pricing in four or five
quarter-point cuts between now and the end of next year. We think lower rates will help the economy in 2026 but believe
the number of cuts priced into the fed funds futures market is too high. We see choppier markets ahead as investors sift
through economic data that shows inflation creeping higher over the balance of this year and growth slowing,

As a result, we think that portfolio adjustments are in order, but our outlook calls more for rebalancing and trimming risk
than a wholesale shift out of equities or commodities. We remain overweight U.S. Large Cap Equities and favor a neutral
allocation to commodities. Our goal is to rebalance portfolios after some robust moves since the beginning of the year.
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Risk considerations

Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level of return the investment or asset
class might achieve. Stock markets, especially foreign markets, are volatile. Stock values may fluctuate in response to general economic and market conditions, the prospects of individual companies,
and industry sectors. The commodities markets are considered speculative, carry substantial risks, and have experienced periods of extreme volatility. Investing in a volatile and uncertain
commodities market may cause a portfolio to rapidly increase or decrease in value which may result in greater share price volatility.

General Disclosures

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFIlis a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank, N.A., a bank
affiliate of Wells Fargo & Company.

The information in this report was prepared by Global Investment Strategy. Opinions represent GIS’ opinion as of the date of this report and are for general information purposes only and are not
intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to advise you of any change in its opinions or the
information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent with, and reach different conclusions from, this report.

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor. This report is not
intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold or sell securities. Do not use this
report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant information, including your existing portfolio,
investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has been prepared from sources and data we believe to be reliable but we make no
guarantee to its accuracy or completeness.

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial services
regulatory authority outside of the U.S. Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain protections conferred by
legislation and regulations in their country of residence in respect of any investments, investment transactions or communications made with Wells Fargo Advisors.
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