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US September CPI inflation shows inflation
pressures continuing

The US September inflation data showed inflation continuing to moderate on a year-on-year
basis, but there are signals that inflation could be stabilizing at higher levels, which complicates
the Fed's decision making process. Year-on-year inflation was 2.4% in September, down from
2.5% in August, but above the consensus estimates of 2.3%. Core CPI (ex. food and energy)
actually increased slightly to 3.3% from 3.2% the previous month and is at the highest level since
May. On a month-on-month basis, CPl was expected to moderate to 0.1% from 0.2% but remained
steady at 0.2%. And Core CPI was expected to moderate to 0.2% from 0.3% but remained steady
at 0.3%. This makes two months in a row where Core CPI is at 0.3% and suggests there are plenty
of lingering inflation pressures in the economy.

Sticky inflation and strong employment market complicates the Fed’s outlook

The stronger than expected CPI inflation, combined with the much stronger than expected
employment data for September (unemployment rate dropping to 4.1% from 4.2% and 254k
jobs created) shows that the Fed will not be in a hurry to cut rates aggressively, despite starting
off its rate cutting cycle with a 0.50% cut at its September meeting. Indeed, the sticky inflation
and strong jobs market, despite Fed rates still at high levels (4.75%-5.0%) calls into question
the Fed'’s outlook for 0.50% in further rate cuts this year and then a further 1.0% in cuts in 2025.
While we expect the Fed to cut rates by 0.25% at both its November and December meetings,
bringing the Fed rate to 4.25%-4.5% by the end of this year, we would not be surprised if the
Fed were to slow down or even pause its rate cuts at some point in 2025 if inflation remained at
elevated levels.

Treasury yields could rise further on higher inflation

After the Fed meeting on September 18, market implied pricing was calling for more aggressive
rate cuts than the Fed’s own outlook. But after the strong jobs and CPI data for September,
market pricing is now inline with Fed expectations. During this time, the 2-year Treasury yield
increased from 3.6% to 3.95% and the 10-year Treasury yield increased from 3.65% to near
41%. We believe Treasury yields, especially the longer-term ones may rise somewhat further as
financial markets start to incorporate higher inflation risks.

Economic data For next Fed meeting will be impacted by the 2 hurricanes

The next Fed meeting is on November 7, which is just after the US elections. Before then, there
will be PCE inflation data released for September as well as another employment report for
October (released November 1). However, the October employment data is likely to be highly
skewed due to the impact of both Hurricane Helene and Hurricane Milton. We have already seen
indications of this as the Weekly Initial Jobless Claims data released at the same time as the
CPI data showed a sharp jump in unemployment claims to 258k from 225k the previous week.
However, we believe most, if not all of this was due to the impact of Hurricane Helene as there
were sharp jumps in claims from states hit by the hurricane including Florida, Georgia, Tennessee,
South Carolina, Kentucky, and especially North Carolina.
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Some highlights from the CPI inflation report:

Overall inflation was 2.4% YoY and 0.2% MoM vs expectations of 2.3% and 0.1%. Core CPI was
3.3% YoY and 0.3% MoM vs expectations of 3.2% and 0.2%.

Food inflation increased slightly to 2.3% YoY from 2.1% as the monthly inflation accelerated
to 0.4% MoM. The prices for eggs have been rising sharply in the past few months as they
were up 8.4% MoM and 40% YoY.

Energy was -1.9% MoM and -6.8% YoY, helping to keep overall inflation down (and which is
why Core inflation is higher). However, after reaching lows for the year in September, crude oil
prices have jumped higher in October due to the continuing conflicts in the Middle East and
this could mean somewhat higher inflation going forward.

Shelter has been one of the main components holding overall inflation higher but this is
slowly moderating. Annual Shelter inflation fell to 4.9%, the lowest level since early 2022. On
a monthly basis, Shelter fell to 0.2% from 0.5% the previous month.

Used Car deflation was one area that was helping bring inflation down over much of the
past 2 years. However, used car pricing may be nearing a bottom as prices actually increased
by 0.3% month-on-month in September. As well, auto insurance is still a strong driver of
inflation as it increased 1.2% MoM and 16% Yoy.

CPI inflation reached 2.4% while Core CPIl increased to 3.3%
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Food inflation increased slightly to 2.3% while Energy at -6.8%
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Disclaimer

Nothing in this presentation shall be regarded as an offer, solicitation, recommendation, or advice (whether
financial, accounting, legal, tax or other) given by Bradesco Investments and/or its officers, employees nor
affiliates, irrespective of whether such communication was given at your request. Any solicitation or offer
to buy, sell, or hold any security must be made and discussed with your relationship officer at Bradesco
Investments for it to be considered a solicitation for a transaction. In this regard, Bradesco Investments will
make all efforts to only recommend and/or solicit investments in your best interest. Please be aware that the
securities, investment views or strategies described herein may not be in the best interest of all investors
and are subject to investment risks. Investors may get back less than they invested, and past performance
is not a reliable indicator of future results. Asset allocation does not guarantee a profit or protect against
loss. Nothing in the presentation should be relied upon in isolation for the purpose of making an investment
decision. You are urged to consider carefully whether the services, products, asset classes (e.g. equities,
fixed income, alternative investments, commaodities, etc.) or strategies discussed are suitable to your needs.
You must also consider the objectives, risks, charges, any potential conflict of interest, costs and expenses
associated with an investment service, product, or strategy prior to making an investment decision.

The information contained in this is presentation is created using information from third parties that are
believed to be reliable; however, Bradesco Investments does not represent or warrant its accuracy, reliability,
or completeness, or accept any liability for any loss or damage (whether direct or indirect) arising out of the
use of all or any part of the materials within this presentation. No representation or warranty should be made
with regard to any computations, graphs, tables, diagrams or commentary, which are provided for illustration/
reference purposes only. The views, opinions, estimates and strategies expressed constitute our judgment
based on current market conditions and are subject to change without notice.

Investments and brokerage services are provided by Bradesco Investments, US SEC Registered broker/dealer,
member of FINRA and SIPC and not by Bradesco Bank®. Securities products purchased or sold in a transaction
are: (i) not insured by the Federal Deposit Insurance Corporation (“FDIC"), (ii) not deposits or other obligation
of Bradesco Bank® and are not guaranteed by Bradesco Bank®; and (iii) subject to investment risk, including
possible loss of the principal invested. Bradesco Investments, Bradesco Bank, Bradesco Global Advisors
and Banco Bradesco, SA are affiliated entities under common control. For more information on Bradesco
Investments and its business, including possible conflict of interests, please visit: https://brokercheck.
finra.org/firm/summary/19453. Investment Advisory services are provided by Bradesco Global Advisors,
a Registered Investment Advisor with the United States Securities and Exchange Commission. For more
information on Bradesco Global Advisors, its services and potential conflicts of interest please visit the SEC
public disclosure website at https://adviserinfo.sec.gov/firm/summary/134416.
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