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SUMMARY 

• Recent developments of elevated inflation, robust payrolls, and easing financial 
conditions strengthen the case for a policy hold. The door is closing on a rate cut 
as early as June, barring a sharp turnaround in the inflation data. We now expect 
two 25bps rate cuts this year, in July and December. This is a delayed start and a 
shallower path to the Fed’s easing compared to our earlier forecast of a June start 
and 125bps of easing, a view we had held throughout volatile markets pricing in 
the past six months.  

• The timing of the first cut hinges critically on the inflationary trajectory and it is 
a close call between July and September. The inflation path will be bumpy, but 
we expect core PCE inflation to slow and the 6m annualised reading to start 
improving by the July FOMC meeting. The Fed likely prefers to make policy 
changes at meetings with updated economic projections (Jun/Sept/Dec). 
However, this must be weighed against the risk of delaying until September, the 
last meeting before the presidential election.  

• We continue to expect a measured pace of rate reductions in 2025 and a terminal 
rate for this cutting cycle above the Fed’s median neutral rate estimate of 2.6%.  

• Risks are two-sided. If inflation proves stickier than our forecast, the risk of even 
fewer cuts or no rate cut at all this year would rise materially. We think the bar is 
extremely high for a future hike though, as it would take a strong acceleration in 
inflation, not just inflation being stuck above target, to justify a hike. 

• We also expect the Fed to be more sensitive to labour market weakness than 
strength. Recent immigration has helped boost job gains without generating 
wage pressures. However, if visible cracks start to show in the labour market, the 
Fed would react quickly by cutting rates more than expected.  

• We continue to expect a tapering of QT, a slowdown in the pace of the Fed’s 
balance sheet runoff, to be announced at the May FOMC meeting. This is a 
technical concern and should have little bearing on its interest rate policy. 
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A DELAYED START 

This week’s CPI report had taken on outsized importance because Chair Powell ap-
peared willing to look past firm inflation readings in January and February, attrib-
uting much of the gains to residual seasonality. The latest CPI serves as a strong 
pushback against this belief. 

Inflationary pressures had abated during the second half of 2023, prompting 
the infamous “Powell Pivot” that fueled expectations of a first rate cut in March 
this year. But the trend has reversed in Q1 with core CPI surprising again on the 
upside after two months of strong readings.  

Strong inflation readings to start the year likely eroded the FOMC’s confidence 
that inflation is moving sustainably towards 2%, a pre-requisite for cutting rates. 
Therefore, the door is closing on a rate cut as early as June. After a series of 
strong prints, the Fed would need to see a string of lower prints to be comfortable 
pulling the trigger. We don’t think they are likely to gain enough confidence by the 
June meeting (the Fed only have two more inflation prints before then, with the sec-
ond one coming on the day of the June 12 FOMC meeting).  

The timing of the first cut hinges critically on the inflationary trajectory and it 
is a close call between July and September. We expect inflation can start to slow 
in the months ahead, and have penciled in core PCE (the Fed’s preferred gauge of 
underlying inflation) averaging between 0.20-0.25% in the next three months, a 
slowdown from an estimated pace of 0.33% in Q1. If our forecast materialises, 6m 
annualised core PCE inflation reading would start improving by the July FOMC 
meeting (chart 1).  

The improvement would be more notable by the September meeting, and the Fed 
likely prefers to make policy changes at meetings with an updated dot plot and eco-
nomic projections (Jun/Sept/Dec). However, this must be weighed against the risk of 
delaying until September, the last meeting before the general election. The Fed can 
of course move around elections, and they had. But the Fed may very well consider 
refraining from making their FIRST policy change so close to the election, so as not 
to signal great urgency - former president Bill Dudley argued against moving at the 
November 2016 meeting (six days before the election), suggesting that doing so 
would give the perception of unwarranted urgency.  

Chart 1: Core PCE inflation YoY and 6m avg annualized rate, with projections  

 
Source: Pictet Wealth Management, BEA, as of 11.04.2024 
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A SHALLOWER PATH   

We previously expected inflation slowdown and labour market weakness to drive 
consecutive rate cuts in H2. We now expect the Fed to follow a cautious ap-
proach and hit pause after the first cut, before resuming cutting at a quarterly 
pace in December.  

The labour market is showing continued strength, on net. Labour demand and 
supply have been coming into better balance, but demand remains stronger 
and the labour market remains tight. This should allow the Fed to remain patient 
in the face of elevated inflation and no longer justifies consecutive cuts (chart 2).  

On the demand side, jobs are being added at a rapid pace, and recent gains have 
become more broad based. Job openings declined last year but then flattened out 
recently at a still elevated level. Since the start of the year, the ratio of job openings 
to people looking for work has been roughly flat after declining significantly in 2023. 
On the supply side, surging immigration has contributed significantly to the 
labour force. The share of the labour force that is foreign-born has risen sharply 
(chart 3). 

There are, however, signs of loosening. Employers have been reluctant to lay off 
workers, but they have been reducing hours. Surveys of hiring intensions, especially 
from small businesses, remain weak. The number of people quitting their jobs has 
fallen below the levels just before the pandemic. Less turnover reduces the need for 
companies to raise compensation to attract new talent. In fact, the most recent data 
suggest wage growth has continued to ease. Easing wage pressures would help the 
FOMC build confidence that inflation, especially labour-intensive core services in-
flation, can continue to decline.  

Chart 2: labour demand vs. supply, thous   

 
Source: Pictet Wealth Management, BLS, as of 11.04.2024 

 Chart 3: labour force share, foreign born 

 
Source: Pictet Wealth Management, BLS, as of 11.04.2024 
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Chart 4: Wage measures show growth has continued to ease  

 
Source: Pictet Wealth Management, BLS, as of 11.04.2024 

QT TAPER ON TRACK     

We continue to expect a tapering of QT (Quantitative Tightening), a slowdown 
in the pace of the Fed’s balance sheet runoff, to be announced at the May FOMC 
meeting. The Fed aims to reduce the size of the balance sheet without causing un-
due damage to the funding markets. This is a technical concern and should have 
little bearing on its interest rate policy.  

Since QT started in 2022, the significant balance sheet reduction has largely resulted 
from a drop in the usage of the ON RRP facility, while reserve balances have re-
mained elevated (chart 5). However, with further decline in the ON RRP facility be-
coming increasingly limited, further QT will likely lead more directly to declines in 
reserve balances, potentially at a rapid pace. The Fed prefers to operate in an ample-
reserves regime (neither abundant nor scarce), and tapering QT sooner rather than 
later would help facilitate a smooth transition from abundant to ample re-
serves. We expect the FOMC to target a gradual approach to the ultimate balance 
sheet level, i.e. slower for longer. 

The latest FOMC minutes suggest the Fed will likely reduce the redemption cap 
on Treasury securities by half (or slightly more) to $30bn from $60bn per month, 
while keeping the cap on agency MBS unchanged at $35bn. The Fed prefers in the 
longer run a Treasuries-only portfolio.  
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Chart 5: ON RRP and reserve balances  

 
Source: Pictet Wealth Management, FRB, as of 11.04.2024 

 Chart 6: Fed balance sheet size with projections  

 
Source: Pictet Wealth Management, FRB, as of 11.04.2024 
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DISCLAIMERS 
Distributors: Banque Pictet & 
Cie SA, Route des Acacias 60, 
1211 Geneva 73, Switzerland 
and Bank Pictet & Cie (Eu-
rope) AG, Neue Mainzer Str. 1 
60311 Frankfurt am Main Ger-
many. 
 
Banque Pictet & Cie SA is es-
tablished in Switzerland, ex-
clusively licensed under Swiss 
Law and therefore subject to 
the supervision of the Swiss 
Financial Market Supervisory 
Authority (FINMA). 
Bank Pictet & Cie (Europe) AG 
is established in Germany, au-
thorised and regulated by the 
Bundesanstalt für Fi-
nanzdienstleistungsaufsicht, 
the German Federal Financial 
Supervisory Authority (Bafin). 
 
This marketing communica-
tion is not intended for per-
sons who are citizens of, dom-
iciled or resident in, or entities 
registered in a country or a ju-
risdiction in which its distribu-
tion, publication, provision or 
use would violate current laws 
and regulations. 
The information, data and 
analysis furnished in this doc-
ument are disclosed for infor-
mation purposes only. They 
do not amount to any type of 
recommendation, either gen-
eral or tailored to the personal 
circumstances of any person. 
Unless specifically stated oth-
erwise, all price information is 
indicative only. No entity of 
the Pictet Group may be held 
liable for them, nor do they 
constitute an offer or an invi-
tation to buy, sell or subscribe 
to securities or other financial 
instruments. The information 
contained herein is the result 
neither of financial analysis 
within the meaning of the 
Swiss Bankers Association’s 
Directives on the Independ-
ence of Financial Research, 
nor of investment research for 
the purposes of the relevant 
EU MiFID provisions. All infor-
mation and opinions ex-
pressed in this document were 
obtained from sources be-
lieved to be reliable and in 
good faith, but no representa-
tion or warranty, express or 
implied, is made as to its accu-
racy or completeness.  

Except for any obligations that 
any entity of the Pictet Group 
might have towards the ad-
dressee, the addressee should 
consider the suitability of the 
transaction to individual ob-
jectives and independently as-
sess, with a professional advi-
sor, the specific financial risks 
as well as legal, regulatory, 
credit, tax and accounting 
consequences. 
Furthermore, the information, 
opinions and estimates in this 
document reflect an evalua-
tion as of the date of initial 
publication and may be 
changed without notice. The 
Pictet Group is not under any 
obligation to update or keep 
current the information con-
tained herein. In case this doc-
ument refers to the value and 
income of one or more securi-
ties or financial instruments, it 
is based on rates from the cus-
tomary sources of financial in-
formation that may fluctuate. 
The market value of financial 
instruments may vary on the 
basis of economic, financial or 
political changes, currency 
fluctuations, the remaining 
term, market conditions, the 
volatility and solvency of the 
issuer or the benchmark is-
suer. Some investments may 
not be readily realizable since 
the market in the securities 
can be illiquid. Moreover, ex-
change rates may have a posi-
tive or negative effect on the 
value, the price or the income 
of the securities or the related 
investments mentioned in this 
document. When investing in 
emerging countries, please 
note that the political and 
economic situation in those 
countries is significantly less 
stable than in industrialized 
countries. They are much 
more exposed to the risks of 
rapid political change and 
economic setbacks.  
Past performance must not be 
considered an indicator or 
guarantee of future perfor-
mance, and the addressees of 
this document are fully re-
sponsible for any investments 
they make. No express or im-
plied warranty is given as to 
future performance. Moreo-
ver, forecasts are not a reliable 
indicator of future perfor-
mance. The content of this 
document can only be read 
and/or used by its addressee. 
The Pictet Group is not liable 
for the use, transmission or 

exploitation of the content of 
this document. Therefore, any 
form of reproduction, copying, 
disclosure, modification 
and/or publication of the con-
tent is under the sole liability 
of the addressee of this docu-
ment, and no liability whatso-
ever will be incurred by the 
Pictet Group. The addressee 
of this document agrees to 
comply with the applicable 
laws and regulations in the ju-
risdictions where they use the 
information reproduced in this 
document.  
This marketing publication is 
issued by Banque Pictet & Cie 
SA. This marketing publication 
and its content may be cited 
provided that the source is in-
dicated. All rights reserved. 
Copyright 2023. 
 
Distributor: Bank Pictet & Cie 
(Europe) AG, London branch 
(“Pictet London Branch”) 
 
This is a marketing communi-
cation distributed by Pictet 
London Branch. 
This document sets forth nei-
ther a personal recommenda-
tion tailored to the needs, ob-
jectives and financial situation 
of any individual or company 
(investment advice as defined 
in the Financial Conduct Au-
thority’s Handbook of rules 
and guidance (the “FCA Hand-
book”)), nor the results of in-
vestment research within the 
meaning of the FCA Hand-
book. Moreover, it does not 
constitute an offer, or an invi-
tation to buy, sell or subscribe 
to securities or other financial 
instruments, nor is it meant as 
a proposal for the conclusion 
of any type of agreement. Fur-
thermore, this document 
should not be considered a 
suitability report as Pictet 
London Branch has not re-
ceived all the necessary infor-
mation on the recipient to 
complete its suitability assess-
ment that covers the recipi-
ent’s knowledge and experi-
ence, tolerance to risk, sus-
tainability preferences, if any, 
investment needs and the re-
cipient’s ability to absorb fi-
nancial risk. Should its ad-
dressee decide to proceed to 
any transaction in relation to a 
financial product referred to 
herein, this will be in his sole 
responsibility, and the 

suitability/appropriateness of 
the transaction and other fi-
nancial, legal and tax aspects 
should be assessed by an ex-
pert. 
Any information contained in 
this document is disclosed for 
information purposes only, 
and neither the producer nor 
the distributor can be held lia-
ble for any fluctuation of the 
price of the securities. No ex-
press or implied warranty is 
given as to future perfor-
mance. The opinions ex-
pressed reflect an objective 
evaluation of information 
available to the general public, 
such as rates from customary 
sources of financial infor-
mation. The market value of 
securities mentioned may vary 
on the basis of economic, fi-
nancial or political changes, 
the remaining term, market 
conditions, the volatility and 
solvency of the issuer or the 
benchmark issuer. Moreover, 
exchange rates may have a 
positive or negative effect on 
the value, the price or the in-
come of the securities or the 
related investments men-
tioned in this document. It is 
also expressly noted that fore-
casts are not a reliable indica-
tor of future performance, 
while past performance is not 
a reliable indicator of future 
results. 
You shall only take investment 
decisions when you fully un-
derstand the relevant financial 
product and the involved 
risks. In particular, the rele-
vant product documentation 
(such as the issuance pro-
gram, final terms, prospectus, 
simplified prospectus and key 
(investor) information docu-
ment), as well as Appendix 4: 
Risk Warnings Relating to 
Trading in Financial Instru-
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ditions of Pictet London 
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Packaged Retail and Insur-
ance-based Investment Prod-
ucts (“KIDs”), please note that 
these may change without no-
tice. You should therefore en-
sure that you review the latest 
version of them prior to con-
firming to Pictet London your 
decision to invest. If you have 
been provided with a link to 
access the respective 
KID/other product document, 
you should therefore click on 
the link immediately before 
confirming to Pictet London 
Branch your decision to in-
vest, in order to review the 
most recent version of the re-
spective KID/other product 
document. If you have not 
been provided with a link to 
access the relevant document, 
or if you are in any doubt as to 
what the latest version of the 
respective KID/other product 
document is, or where it can 
be found, please ask your 
usual Pictet London Branch 
contact.  
Pictet London Branch is not 
the manufacturer of the prod-
uct(s) and the KID/other prod-
uct document is provided by a 
third party. The KID/other 
product document is obtained 
from sources believed to be 
reliable. Pictet London Branch 
does not make any guarantee 
or warranty as to the correct-
ness and accuracy of the data 
contained in the KID/other 
product document. Pictet 
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held liable for an investment 
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use of, the data contained in 
the KID/other product docu-
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By subscribing to the prod-
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acknowledge that you have (i) 
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documentation linked to the 
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uct(s). 
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acknowledgements and re-
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them to another professional, 
or to execute them, according 

to the relevant clauses of your 
mandate, as well as the Terms 
and Conditions of Pictet Lon-
don Branch. 
The content of this document 
shall only be read and/or used 
by its addressee. Any form of 
reproduction, copying, disclo-
sure, modification and/or 
publication in any form or by 
any means whatsoever is not 
permitted without the prior 
written consent of Pictet Lon-
don Branch and no liability 
whatsoever will be incurred by 
Pictet London Branch. The ad-
dressee of this document 
agrees to comply with the ap-
plicable laws and regulations 
in the jurisdictions where they 
use the information provided 
in this document. 
Pictet London Branch is a 
branch of Bank Pictet & Cie 
(Europe) AG. Bank Pictet & 
Cie (Europe) AG is a credit in-
stitution incorporated in Ger-
many and registered with the 
Handelsregister, the German 
Commercial Register under 
the no. HRB 131080. Its head 
office is at Neue Mainzer Str. 
1, 60311 Frankfurt am Main, 
Germany. Bank Pictet & Cie 
(Europe) AG is authorised and 
regulated by the Bundesan-
stalt für Finanzdienstleistung-
saufsicht, the German Federal 
Financial Supervisory Author-
ity (BaFIN) 
Pictet London Branch is regis-
tered as a UK establishment 
with Companies House (es-
tablishment number 
BR016925) and its UK estab-
lishment office address is 
Stratton House, 6th Floor, 5 
Stratton Street, London W1J 
8LA. Authorised by the Pru-
dential Regulation Authority 
(PRA) and subject to regula-
tion by the Financial Conduct 
Authority (FCA) and limited 
regulation by the Prudential 
Regulation Authority. Details 
about the extent of our regula-
tion by the Prudential Regula-
tion Authority are available 
from us on request. 
 
Distributors: Bank Pictet & Cie 
(Asia) Ltd (“BPCAL”) in Singa-
pore and/or Banque Pictet & 
Cie SA, Hong Kong Branch 
(“Pictet HK Branch”) in Hong 
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The information, tools and 
material presented in this doc-
ument are provided for infor-
mation purposes only and are 
not to be used or considered 
as an offer, an invitation to of-
fer or solicitation to buy, sell 
or subscribe for any securities, 
commodities, derivatives, (in 
respect of Singapore only) fu-
tures, or other financial instru-
ments (collectively referred to 
as “Investments”) or to enter 
into any legal relations, nor as 
advice or recommendation 
with respect to any Invest-
ments. This document is in-
tended for general circulation 
and it is not directed at any 
particular person. This docu-
ment does not have regard to 
the specific investment objec-
tives, financial situation 
and/or the particular needs of 
any recipient of this docu-
ment. Investors should seek 
independent financial advice 
regarding the appropriateness 
of investing in any Invest-
ments or adopting any strate-
gies discussed in this docu-
ment, taking into account the 
specific investment objectives, 
financial situation or particu-
lar needs of the investor, be-
fore making a commitment to 
invest.   
BPCAL/Pictet HK Branch has 
not taken any steps to ensure 
that the Investments referred 
to in this document are suita-
ble for any particular investor, 
and accepts no fiduciary du-
ties to any investor in this re-
gard, except as required by 
applicable laws and regula-
tions. Furthermore, 
BPCAL/Pictet HK Branch 
makes no representations and 
gives no advice concerning the 
appropriate accounting treat-
ment or possible tax conse-
quences of any Investment. 
Any investor interested in buy-
ing or making any Investment 
should conduct its own inves-
tigation and analysis of the In-
vestment and consult with its 
own professional adviser(s) as 
to any Investment including 
the risks involved. 
This document is not to be re-
lied upon in substitution for 
the exercise of independent 
judgment. The value and in-
come of any Investment men-
tioned in this document may 
fall as well rise. The market 
value may be affected by, 
amongst other things, changes 
in economic, financial, 

political factors, time to ma-
turity, market conditions and 
volatility, and the credit qual-
ity of any issuer or reference 
issuer. Furthermore, foreign 
currency rates of exchange 
may have a positive or adverse 
effect on the value, price or in-
come of any Investment men-
tioned in this document.  Ac-
cordingly, investors must be 
willing and able to assume all 
risks and may receive back 
less than originally invested.  
Past performance should not 
be taken as an indication or 
guarantee of future perfor-
mance and no representation 
or warranty, expressed or im-
plied, is made by BPCAL/Pic-
tet HK Branch regarding future 
performance. 
This document does not con-
stitute the investment policy 
of BPCAL/Pictet HK Branch, 
or an investment recommen-
dation, and merely contains 
the different assumptions, 
views and analytical methods 
of the analysts who prepared 
them. Furthermore, the infor-
mation, opinions and esti-
mates expressed herein reflect 
a judgment at its original date 
of publication and are subject 
to change without notice and 
without any obligation on 
BPCAL/Pictet HK Branch to 
update any of them.  
BPCAL/Pictet HK Branch may 
have issued or distributed 
other reports or documents 
that are inconsistent with, and 
reach different conclusions 
from, the information pre-
sented in this document. 
While the information and 
opinions presented herein are 
from sources believed to be 
reliable, BPCAL/Pictet HK 
Branch is not able to, and do 
not make any representation 
or warranty as to its accuracy 
or completeness. Accordingly, 
BPCAL/Pictet HK Branch ac-
cepts no liability for loss aris-
ing from the use of or reliance 
on this document presented 
for information purposes only. 
BPCAL/Pictet HK Branch re-
serves the right to act upon or 
use any of the information in 
this document at any time, in-
cluding before its publication 
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thereof) may or may not have 
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buy or sell, or otherwise have 
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interest in, any of the Invest-
ments mentioned herein, and 
may or may not have relation-
ships with the issuers of or en-
tities connected with Invest-
ments mentioned in this docu-
ment. BPCAL/Pictet HK 
Branch and their affiliates (or 
employees thereof) may act 
inconsistently with the infor-
mation and/or opinions pre-
sented in this document. 
The information used to pre-
pare this document and/or 
any part of such information, 
may have been provided or 
circulated to employees 
and/or one or more clients of 
BPCAL/Pictet HK Branch be-
fore this document was re-
ceived by you and such infor-
mation may have been acted 
upon by such recipients or by 
BPCAL/Pictet HK Branch. 
This document is provided 
solely for the information of 
the intended recipient only 
and should not be repro-
duced, published, circulated 
or disclosed in whole or in 
part to any other person with-
out the prior written consent 
of BPCAL/Pictet HK Branch.   
 
Singapore 
This document is not directed 
to, or intended for distribu-
tion, publication to or use by, 
persons who are not accred-
ited investors, expert investors 
or institutional investors as 
defined in section 4A of the 
Securities and Futures Act 
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