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Fed leaves interest rates unchanged; reaffirms ongoing
policy support

Summary:

e The Federal Reserve (Fed) kept interest rates unchanged and Chairman Jerome Powell stated the Fed
would “do whatever it takes for as long as it takes” to support the recovery.

e The Fed indicated it expects to keep rates near zero through 2022.

e Treasury and agency mortgage bond purchases will continue at least at their current pace, which reflects
stronger guidance than investors expected.

e Today's announcement is consistent with our “glass-half-full” view on the path forward.

As expected, the Fed held interest rates unchanged near zero today following its regularly scheduled two-day
meeting. Chairman Jerome Powell reiterated the significant short- and medium-term risks they see to the
economy, emphasizing the Fed will do “whatever we can and for as long as it takes” to promote the economic
recovery. Chairman Powell did not announce any new initiatives, but highlighted the ongoing implementation
of recent programs paired with the Fed’s willingness to use additional tools if needed. We anticipate the Fed
will maintain a forceful accommodative policy stance for the foreseeable future.

The S&P 500 closed modestly lower, with growth stocks outperforming value and larger companies
outperforming smaller. Treasury bond yields fell across maturities on the Fed’'s commitment to maintain asset
purchases and their plan to keep rates low for years.

Today’s announcement reiterated the Fed’s intention to keep rates near zero for an extended time, confirmed
the plan to continue large-scale asset purchases to help keep borrowing costs low, and provided details
regarding some program implementation. Treasury and agency mortgage bond purchases will continue “at
least at the current pace” while corporate bond purchases are set to rise. Chairman Powell noted the Main
Street Lending Facility directed at small- and medium-sized businesses will be up and running shortly. The
Fed’'s Summary of Economic Projections (SEP) indicates a cautious outlook in the near term that may warrant
additional stimulus measures, with the gross domestic product projected to fall by 6.5 percent in 2020 before
rebounding 5.0 percent in 2021. The Fed’s “dot plot,” which displays members’ expectations for interest rates
in coming years, expresses the clear signal that they are unlikely to raise rates through 2022. Chairman
Powell noted the viability of Treasury bond yield targeting by the Fed (referred to as yield curve control or
yield caps) remains an open question. Japan, and more recently Australia, have implemented yield curve
control as a means of keeping longer-term government bond yields low.
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Aggressive policy measures from the Fed, European Central Bank, Bank of Japan and others continue to
support market liquidity, access to capital and investor confidence for the time being. Acute credit market
stresses have subsided relatively quickly, with yield spreads (the difference between corporate bond yields
and equivalent Treasuries) compressing from extremes to levels only somewhat above long-term norms and
corporate debt issuance breaking records year-to-date. Strong issuance indicates companies can bridge the
gap in damaged operating cash flows with debt issuance to bolster cash balances, at least for now. Most
importantly, we continue seeing improvement in the number of COVID-19 cases and a job market that has
begun the recovery process as economies reopen.

Recent market optimism appears justified based on improving virus and economic data, paired with the
aggressive policy responses deployed across the globe. Companies have access to capital and are hiring,
consumers are transitioning to more normal life activities, and the medical concept of gradual improvement
and repair over time continues. However, risks certainly remain. First, virus resurgence is a significant
unknown; while the medical and scientific community are making progress, we do not have a cure or vaccine.
The virus’s path could change as social distancing measures relax, resulting in a resurgence in case growth.
Second, while most global equity markets are below where they started this year, recent performance has
been aggressive. While the data and policy landscape suggests a more positive future, the risks of ebbs and
flows with companies, consumers and eventual stimulus withdrawal could mean recent enthusiastic investor
sentiment has been overdone. With those risks in mind, we continue to lean toward a glass-half-full outlook.

As always, we value your trust and are here to help in any way we can. Please do not hesitate to let us know
if we can help address your unique financial situation or be of assistance.
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This information represents the opinion of U.S. Bank Wealth Management. The views are subject to change at any time
based on market or other conditions and are current as of the date indicated on the materials. This is not intended to be a
forecast of future events or guarantee of future results. It is not intended to provide specific advice or to be construed as
an offering of securities or recommendation to invest. Not for use as a primary basis of investment decisions. Not to be
construed to meet the needs of any particular investor. Not a representation or solicitation or an offer to sell/buy any
security. Investors should consult with their investment professional for advice concerning their particular situation. The
factual information provided has been obtained from sources believed to be reliable, but is not guaranteed as to accuracy
or completeness. U.S. Bank is not affiliated or associated with any organizations mentioned.

Based on our strategic approach to creating diversified portfolios, guidelines are in place concerning the construction of
portfolios and how investments should be allocated to specific asset classes based on client goals, objectives and
tolerance for risk. Not all recommended asset classes will be suitable for every portfolio. Diversification and asset
allocation do not guarantee returns or protect against losses.

Past performance is no guarantee of future results. All performance data, while obtained from sources deemed to be reliable,
are not guaranteed for accuracy. Indexes shown are unmanaged and are not available for directinvestment. The S&P 500
Indexconsists of 500 widely traded stocks that are considered to represent the performance of the U.S. stock market in
general.

Equity securities are subject to stock market fluctuations that occur in response to economic and business developments.
International investing involves special risks, including foreign taxation, currency risks, risks associated with possible
differences in financial standards and other risks associated with future political and economic developments. Investing in
emerging markets may involve greater risks than investing in more developed countries. In addition, concentration of
investments in a single region may result in greater volatility. Investing in fixed income securities are subject to various
risks, including changes in interest rates, credit quality, market valuations, liquidity, prepayments, early redemption,
corporate events, tax ramifications and other factors. Investment in debt securities typically decreasein value when
interest rates rise. This risk is usually greater for longer-term debt securities. Investments in lower-rated and non-rated
securities present a greater risk of loss to principal and interest than higher-rated securities. Investments in high yield bonds
offer the potential for high current income and attractive total return, but involve certain risks. Changes in economic
conditions or other circumstances may adversely affect a bond issuer's ability to make principal and interest payments. The
municipal bond marketis volatile and can be significantly affected by adverse tax, legislative or political changes and the
financial condition of the issues of municipal securities. Interest rate increases can cause the price of a bond to decrease.
Income on municipal bonds is free from federal taxes, but may be subject to the federal alternative minimum tax (AMT),
state and local taxes. There are special risks associated with investments in real assets such as commodities and real
estate securities. For commaodities, risks may include market price fluctuations, regulatory changes, interest rate changes,
credit risk, economic changes and the impact of adverse political or financial factors. Investments in real estate securities
can be subject to fluctuations in the value of the underlying properties, the effect of economic conditions on real estate
values, changes in interest rates and risks related to renting properties (such as rental defaults). Investments in mortgage-
backed securities include additional risks that investors should be aware of, such as credit risk, prepayment risk, possible
illiquidity and default, as well as increased susceptibility to adverse economic developments.

U.S. Bank and its representatives do not provide tax or legal advice. Your tax and financial situation is unique. You should
consult your tax and/or legal advisor for advice and information concerning your particular situation.
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