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The Interest Rate Pivot Begins

Key Takeaways

e The Fed reduced its policy rate by 25bp at the
Sept. 17 FOMC Meeting.

e Q2 US GDP was revised higher to 3.3% q/q
on strong private consumption and business
spending. Still, the economy has cooled in 1H 25
versus 2024.

e GDI was boosted by tariff revenue, which did
not appear to be offset by less income or profits
elsewhere.

e \We make modest revisions to the US outlook in Ta rget Fed Fu ndS

favor of slightly stronger growth, a lower peak . . o
unemployment rate, and firmer inflation in 2026. (MIdeInt, /0)
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e Earlier Fed easing should reduce downside risk.
Upside risks are driven by a greater fiscal push,
animal spirits, and inflation tolerance.

e The FOMC is adopting a “Transitory Tariff”
inflationary impact narrative in support of initiating
the cutting cycle. We remain skeptical that the
inflationary impacts will be one-time shocks.

e The Fed signaled a commitment to conventional
monetary policy tools, including quantitative
tightening, to exert downward pressure on longer-
term rates.
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Morgan Stanley expects rate cuts to continue oy

for a terminal target range of 2.75-3.0% by
end-2026.
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This communication is provided for informational purposes only and is not an offer to sell or the solicitation of an offer to buy shares in CSAFE or any investment product. Past performance is not indicative of future
results. Investment returns and principal value will fluctuate, and investors may experience gains or losses. Any yield or performance-related data referenced in this document reflect historical data and may not rep-
resent the current yield on CSAFE Cash. For current performance information, visit www.csafe.org.

Investors should consider the investment objectives, risks, charges and expenses before investing in any of the CSAFE portfolios. This and other information about the CSAFE portfolios is available in the current Infor-
mation Statement, which should be read carefully before investing. A copy of the Information Statement may be obtained at www.csafe.org. CSAFE is a Colorado local government investment pool (LGIP) designed for
safety, liquidity, and yield. Investments in CSAFE are not guaranteed or insured by the FDIC or any other government agency. CSAFE is not a bank. While the CSAFE Cash Portfolio seeks to maintain a stable net asset
value of $1.00 per share and the CSAFE Core Portfolio seeks to achieve a net asset value of $2.00 per share, it is possible to lose money investing in CSAFE. Shares of CSAFE are distributed by Ridgeline Public Advisors,
LLC, member FINRA (www.finra.org). Morgan Stanley Zephyr Group serves as investment adviser to CSAFE. Please consult your legal or financial advisor before making investment decisions.



