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Baking some stagflation into the pie

We have revised our forecasts to better reflect trade policy developments and the recent
data flow. We have marked down 4Q/4Q growth this year from 2.3% to 1.8%. But we
have also raised our inflation forecasts. We now expect the core PCE to reach 3.0% y/y
in 2H '25. Faced with modest stagflation, we think the Fed will stay on hold. There is a
wide range of potential outcomes for the April 2 tariff announcements. We outline a few
scenarios. Risks are skewed toward weaker growth and even higher inflation.

FOMC review: plain vanilla with a drop of dovishness

The March FOMC meeting was all about stagflation risks, as expected. The statement
highlighted elevated uncertainty. In the SEP, growth was marked down and inflation was
revised up. The dot plot medians were unchanged. Powell's comments were mostly down
the middle, though markets viewed his downplaying of UMich inflation expectations and
recent goods inflation as dovish.

Personal income and outlays preview: a robust report

We expect headline and core PCE inflation to come in at 0.3% m/m for February, though
there is a risk that the core rounds up to 0.4%. We estimate that nominal personal
income rose by 0.4% in February due to solid job and wage growth. We forecast a 0.7%
pickup in nominal spending on the month. On the goods side, both control group retail
sales and auto sales increased sharply in February. We expect solid gains in services
spending as well, after some softness in January.

BofA Securities does and seeks to do business with issuers covered in its research
reports. As a result, investors should be aware that the firm may have a conflict of
interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.
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«  We have revised our forecasts to better reflect trade policy developments and the
recent data flow. We have marked down 4Q/4Q growth this year from 2.3% to 1.8%.

«  But we have also raised our inflation forecasts. We now expect the core PCE to
reach 3.0% y/y in 2H ’25. Faced with stagflation, we think the Fed will stay on hold.

e There is a wide range of outcomes for the April 2 tariff announcements. We outline
a few scenarios. Risks are skewed toward weaker growth and even higher inflation.

Growth: a little turbulence in the near term
The data flow and policy mix out of Washington point to a mild slowdown in near-term
economic growth. Three key headwinds have emerged since our year-ahead publication.

1. Consumer spending was very soft in January. This warrants a mark-to-market lower of
1Q spending and GDP growth, in our view. Note that the sharp rebound in control group
retail sales in February suggests a lot of the weakness in January was idiosyncratic. So
we haven’t made major changes to our spending forecasts beyond 1Q.

2. Tariff announcements have been more aggressive and muddled than expected. This
creates two distinct economic shocks. The tariffs themselves are a stagflationary
shock. Tariffs were baked into our year-ahead forecast, although we now look for a
slightly larger and certainly more front-loaded impact. This is reflected in our
revisions to growth and inflation. We are also increasingly concerned that tariff-
related uncertainty could freeze capex in the near term. Therefore, we have lowered
our capex forecasts for TH. We still expect a capex rebound in 2H due to tax cuts.

3. DOGE cuts are likely to be a drag on government spending. Our prior GDP forecast
already had government spending lagging the private economy. Now we think it
could run close to zero for the rest of 2025. We also account for a mild headwind to
consumer spending from DOGE-related layoffs. This could extend into early 2026,
given plans for a broader and deeper reduction in force across agencies. For now we
assume this headwind will be modest, amounting to just a couple of tenths on
spending.

Exhibit 1: Our new forecasts show an economy that hits a brief air pocket in TH 2025 and then recovers to trend-like growth
BofA economic forecasts 2025-2026

1Q 25 2Q25 3Q25 4Q 25 1Q 26 2Q26 3Q26 4Q 26

Real GDP 1.5 1.5 20 20 20 20 20 20
Final sales to domestic purchasers 0.1 13 22 23 24 1.9 1.9 19
Private consumption 1.6 20 22 22 22 22 2.2 22
Nonres investment 1.7 1.7 3.8 48 48 2.1 14 14
Residential investment 0.5 10 10 15 15 15 15 15

Unemployment rate (%) 41 42 42 42 42 42 42 42

Nonfarm Payrolls (avg m/m chg, 000s) 142 125 125 75 100 100 100 100

PCE inflation (% y/y) 25 26 29 29 26 24 24 23
Core PCE inflation (% y/y) 2.7 29 30 30 29 26 26 25

Federal funds target (%) 4.25-450 4.25-450 4.25-450 4.25-4.50 4.25-450 4.25-450 4.25-450 4.25-450

Source: BofA Global Research
BofA GLOBAL RESEARCH
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Accounting for these factors, we have lowered annualized GDP growth in TH 2025 from
2.4% previously to 1.5%. Beyond that our forecasts are little changed, with only minor
downward revisions to subsequent quarters (Exhibit 1 and Exhibit 2). Our new forecasts
show an economy that hits a brief air pocket in TH 2025 and then recovers to trend-like
growth, but without any payback for the slowdown.

Exhibit 2: We have lowered annualized GDP growth in 1H 2025 from Exhibit 3: We expect core PCE inflation to rise to 3.0% y/y over the
2.4% previously to 1.5% coming months in part due to tariffs
BofA old vs. new GDP forecasts (%) Core PCE (% y/y)
30 od mN 6%
75 [ ] H New
25 5%
20 2120 2020 2020 2020 —— Core PCE
20 4%
1.5 3%
1.0 2%
0.5 1%
00 0%
1025 2Q25 3Q25 4Q25 1Q26 2Q26 3Q26 4Q26 2018 2021 2024
Source: BofA Global Research Source: BEA, Haver Analytics, BofA Global Research
BofA GLOBAL RESEARCH BofA GLOBAL RESEARCH

Inflation: back to a 3-handle

Our new forecasts also show higher and more front-loaded inflation. We now have the
core PCE peaking at 3.0% y/y in 3Q 2025, and remaining at that level in the following
quarter (Exhibit 3). Part of this is just a mark-to-market based on the upside surprises in
January and February, along with the upward revisions to the 4Q data.

In addition, we pull forward the impact of tariffs. Our prior forecast assumed that tariffs
against China would increase by 20pp from 2Q 2025 to 1Q 2026. Instead, this increase
has already been implemented in 1Q 2025. We also build in assumptions about the April
2 announcement on reciprocal tariffs. Our base case is that the April 2 measures will
eventually increase the effective tariff rate by 1.5-2pp, though the initial announcement
could be much larger. l.e., we think some announced measures will get negotiated away.
We detail our assumptions for April 2, along with risks, below.

Fed: still no cuts on the horizon

Balancing out the downside to growth and the upside to inflation, we stick to our
forecast that the Fed won’t be able to cut rates any further (Exhibit 4). Initial conditions
are critical here. We entered this turbulent period with above-trend growth, stocks at all-
time highs, a solid labor market and above-target inflation. Therefore, the Fed has some
leeway on its full employment mandate, but no margin for error on its inflation mandate.
The mild slowdown that we are forecasting is unlikely to induce rate cuts.

We are also more concerned about the spike in UMich long-term inflation expectations
than Chair Powell seems to be. To be sure, the stability in the New York Fed inflation
expectations survey and long-end breakeven inflation is encouraging. But the size of the
increase in the UMich measure is striking, from our perspective: as of this writing, it
stands at a 32-year high (Exhibit 5).
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Exhibit 4: We expect the Fed to leave rates unchanged this year. The Exhibit 5: The rise in UMich inflation expectations has us more
market and the Fed both expect cuts concerned than Chair Powell
Projections for fed funds rate (%) Inflation expectations (%)
44 6 ) .
—— Umich. expected inflation rate next 5 years

4.2 5-year forward inflation rate

4 NY Fed 3-year median inflation expectations
38
36

2
34
— Market pricing
32 BofA forecast
Median FOMC projection
3 0
19-Mar 30-Jul 10-Dec 29-Apr 16-Sep 1993 2003 2013 2023

Source: Federal Reserve Board, Bloomberg, BofA Global Research, Source: University of Michigan, FRBNY, Haver Analytics
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Risks: skewed toward even more stagflation
Policy uncertainty creates large risks to our outlook in both directions. On balance we
think the risks are skewed towards weaker growth and higher inflation.

Trade: things get serious after April Fool’s Day

Tariffs pose the biggest risk to our outlook. The near-term focus is on April 2, which is
when the Trump Administration has said it will i) announce “reciprocal tariffs”, and ii)
decide whether to impose tariffs against Canada and Mexico, after two delays.

Our base case is that the April 2 announcement will be focused on two areas. First, we
expect reciprocal tariffs against countries that levy a higher effective tariff on imported
US goods than vice versa. Four countries move the needle on this front: India, Japan,
Brazil, and Thailand. Second, we think 25% tariffs will be announced on food and auto
imports from all countries except Canada and Mexico. These tariffs would be about five
times as large as the country-specific reciprocal measures.

Importantly, we expect the announcements on April 2 to come with roughly a one-month
delay in implementation, leaving space for negotiation. We think about a third to a half
of the announced measures will not get implemented (at least, not for an extended
period). Therefore, as discussed above, our base case is that the effective tariff rate will
increase by 1.5-2pp (on top of the 2.7pp from the 20% China tariffs). This would bring
the effective tariff rate up to around 7%, a level not seen since the 1960s (Exhibit 7).
Relative to our year-ahead forecast, this amounts to a 0.5-1pp increase in the effective
tariff rate.

The risks around our base case for April 2 are huge since there is very little clarity on
how the Trump Administration will define “reciprocity”. In a bullish scenario, reciprocal
tariffs might only be implemented at the country level, and countries that have
proactively negotiated with the administration, such as India, might be spared. In this
case, the effective tariff rate would rise by a mere 0.3pp.

In a bearish scenario, however, tariffs could increase significantly. We estimate that i)
reciprocity of tariffs and (actual or perceived) non-tariff barriers such as VAT
differentials (10pp for the EU, 5pp elsewhere), ii) 25% tariffs on all auto and food
imports, and Canadian energy, and iii) an additional 10pp tariff on China, could hike the
effective tariff rate by more than 11pp.
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Exhibit 6: Our new baseline expectations for tariffs results in a slightly Exhibit 7: Our tariff expectations would bring the effective tariff rate
up to levels not seen since the 1960s
Effective tariff rate (duties as a share of imports)

higher effective tariff rate than our prior baseline
Change in the effective tariff rate under different scenarios

16% 40 = Effective tariff rate
14%
12% 30
10%
o ]
6% 20 China tariffs +
4% expectations
2% for April 2
0% 10
Former New baseline Bull case Bear case
baseline
0
mChina m(Canada Mexico  m European Union RoW 1891 1911 1931 1951 1971 1991 201
Source: BofA Global Research Source: USITC, BofA Global Research
BofA GLOBAL RESEARCH BofA GLOBAL RESEARCH

Estimating the macro impact of tariffs

Goods make up nearly a third of total consumption in the US, and the import content of
goods is just over 20%. Therefore, a 1pp hike in the effective tariff rate amounts to
about 7bp of consumer spending. There are a few factors to consider in estimating the
resulting impact on inflation. On the one hand, tariffs on imported goods could lead to
price hikes by domestic firms. Services inflation could also be impacted, because of
either tariffed inputs or an increase in inflation expectations. These factors could lead to
an inflation shock that is more than one-to-one.

On the other hand, dollar appreciation, absorption of tariffs in margins, rerouting of
supply chains and weaker demand for non-tariffed components of the consumption
basket (due to either a broad economic slowdown or the increased wallet share of
tariffed goods) could mean the impact of tariffs on inflation is less than one-to-one.
Indeed, the 2018-19 US-China trade war had almost no impact on PCE inflation.

We see a bigger effect this time, since we are in a more inflationary environment, and
the measures that have been announced (and that we expect) are larger and more broad
based. Balancing these considerations, our base case is that a 1pp shock to the effective
rate should raise headline PCE inflation by around 7bp. Therefore, our forecasts bake in a
30-35bp increase in inflation from the China tariffs and our expectations for April 2. We
also account for a similar-sized headwind to real GDP growth.

In our bullish scenario, the macro effects of the April 2 announcements would be
negligible, though the China tariffs would still be worth around 20bp of upside to
inflation and downside to growth. In the bearish scenario, however, we worry about non-
linear effects for both growth and inflation. The economy could slip into recession and, if
expectations become unanchored, inflation could rise to 5%. To be clear, this is a tail
risk. But it illustrates how broad the range of outcomes is around the April 2
announcement.

DOGE: knock-on effects pose the largest risks

We have covered the impact of DOGE cuts from a few different angles, including
layoffs/spending cuts (see: Tracking DOGE), and BAC card spending (see: BofA on USA:
February: tepid retail sales and a modest DOGE drag for methodology, limitations, and
disclaimers related to BAC card data). Our conclusion is that the effect of DOGE actions
is localized in the DC metro area so far (Exhibit 8 and Exhibit 9). This region isn’t big
enough to move the needle on the macro economy. For example, it makes up just 3% of
the BAC card sample. And federal workers are less than 2% of total nonfarm payrolls.

=~
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The risk is that the knock-on effects from DOGE cuts could weigh on the broader labor
market in the future. Groups worth keeping an eye on include federal contractors, health
care workers, researchers and public school employees. Given that we are getting close
to the end of the academic year, any drag on public school employment due to potential
cuts in Department of Education funding might be delayed until the late summer.

Exhibit 8: M/m Feb total card spending growth was substantially Exhibit 9: Initial jobless claims in DC, VA and MD have seen a sustained
weaker in the DC MSA (-0.6%) than the other east coast cities (+0.2%) uptick in recent weeks, which has not been reflected in the rest of the
BAC aggregated monthly total card spending per HH (% m/m, SA) country

0.6% Initial jobless claims (thous. SA)

B Washington DC  m East Coast Cities = All Else

USexDC VA MD e DC, VA &, MD (RHS)

-0 69
0.6% q/v
%
NN

Source: BAC internal data, Note: East coast cities include Boston, New York City, Philadelphia,
Baltimore, Charlotte and Atlanta
BofA GLOBAL RESEARCH

Immigration: another potential supply shock

We remain comfortable with our post-election assumption that changes in immigration
policy won’t be a major drag on the economy. But if deportations end up being larger
than expected and immigration flows (e.g. of seasonal workers) also slow substantially,
this could exacerbate risks of stagflation due to labor shortages. Investors should watch
the food inflation data (which have been benign so far) to understand if these risks are
materializing.

Fiscal policy: risks in both directions

Taken at face value, the budget resolution bill passed by the House could be
contractionary relative to current policy. It barely pays for a 10-year extension of the Tax
Cuts and Jobs Act (TCJA), and budgets for $2tn in spending cuts, nearly half of which
would come from Medicare and (more likely) Medicaid. Recipients of Medicaid are lower
income, and their spending would be more sensitive, on average, to entitlement cuts.

However, we remain skeptical that the final bill will be contractionary in the near term.
The Senate has yet to mark up the bill. The final numbers that the two chambers agree
upon might look very different from the House’s bill. Even given these numbers, there
are ways to engineer a fiscal expansion in FY26. For one, spending cuts could be back-
loaded. For another, reducing the window for the TCJA extension would open up room
for additional tax cuts. For example, a seven-year extension would free up around $1.5tn
for measures such as full expensing of capex, corporate tax cuts, raising the SALT
deduction cap, etc.

Therefore, the risks around fiscal policy are two-sided. Our base case is still that capex
will accelerate starting in 3Q 2025 because the final bill will allow for full expensing. But
we also need to consider the interaction between the administration’s various policy
initiatives. If tariffs, DOGE cuts and immigration restrictions end up weighing on the
economy more than we expect, the risk is that fiscal policy will be more
accommodativeas an offset. So while markets are focused on downside risks to growth
this year, fiscal policy could create some upside risks in 2026.
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What are the key thresholds for Fed policy?

Large risks to the macro outlook mean large risks to Fed policy. We think it will be very
difficult for the Fed to cut rates if core PCE inflation breaches the 3% threshold. On the
flip side, an increase in the u-rate to 4.5% will probably trigger cuts, especially if payroll
growth has fallen below 100k. In this scenario, recession risks would be elevated and the
Fed might well want to shift quickly to an accommodative stance, cutting rates by 200bp
or more. In other words, the distribution for Fed policy outcomes looks bimodal, and a
return to neutral policy rates feels like a knife-edge outcome.
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US GDP Tracking

1Q GDP unchanged at 1.9%

Our 1Q GDP tracking remains unchanged at 1.9% qg/q saar and our 4Q GDP tracking also
remained at 2.3% q/q saar since our last weekly publication. Here is a rundown of the
changes to our tracking estimate.

Core control retail sales, the component that feeds into our GDP tracking came in above
expectations in Feb. Jan was revised down while Dec was revised up. On net, this led to
an increase in our 1Q PCE (personal consumption expenditure) and residential
investment estimate.

Import prices came in higher than expected in Feb likely on the back of a rise in tariffs.
This led to a small increase in our 1Q net exports tracking estimate.

Industrial production, similar to retail sales came in higher than expected. Utilities came
in weaker than expected while mining came in stronger than expected. Business
equipment was closer to our forecast. This led to an increase in our 1Q structures
investment estimate and a decline in PCE tracking.

Housing data (starts and existing home sales) in Feb came in higher than expected
leading to an increase in our 1Q residential investment tracking.

Next week, February new home sales, durable goods orders, advance goods trade,
personal income & outlays and GDP 4Q (T) will impact our 1Q and 4Q GDP tracking.

Exhibit 10: 1Q GDP tracking remains unchanged at 1.9% q/q saar
BofA US GDP tracking estimate (% q/q saar)

Net
exports  CIPI
Date Data release GDP FinalSales PCE Res.Inv. Struct Equip IPP Gov. Exports Imports (level) (level)

3/13/25 Quarterly Services Survey 1.9 1.8 1.8 0.2 03 56 15 10 59 17.9 -11690 972
3/17/25 Retail Sales, Business Inventories 20 18 1.9 0.3 03 56 15 10 59 179 -11690  99.0
3/18/25 Import and Export Prices 1.9 18 19 03 03 56 15 10 5.5 186  -1177.7 990
3/19/25 Industrial Production 19 18 18 03 1.1 57 15 10 55 186 11777 990
3/20/25 Housing Starts and Existing Home Sales 19 1.8 18 0.6 1.1 57 15 10 55 18.6 -1177.7 990
GDP tracking 19 18 18 06 1.1 57 15 10 55 186 11777 990
Contribution to GDP growth (pp) 13 00 0.0 03 01 02 -1.8 19

BofA official GDP forecast 25 23 26 -1.0 0.5 65 15 10 30 10.0 -11307 812

Source: BofA Global Research. Our GDP tracking estimate reflects the mechanical aggregation of incoming data that directly informs the BEA's GDP calculations. The process is distinct from our official published GDP
forecast. Boldface cells indicate where data have implications for tracking estimates.

BofA GLOBAL RESEARCH
Exhibit 11: Feb core control retail sales came in higher than expected Exhibit 12: 1Q GDP tracking remains unchanged at 1.9%. Our 4Q GDP
Core control retail sales (SA, m/m % change) tracking also remained at 2.3% q/q saar.
US GDP tracking (% qg/q saar)
1.5 )
m Consensus Expectations M Actual Release
. 30 ——4Q2024 ——1Q2025
25
4Q GDP
(A):2.3
-0.5
20
4Q GDP
1 (5):23
15 15
Nov Dec Jan Feb 30-Nov  25-Dec 194an 13-Feb 10-Mar
Source: Bloomberg Source: BofA Global Research
BofA GLOBAL RESEARCH BofA GLOBAL RESEARCH
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Data in the past week

I This week the focus was on retail sales, FOMC rate decision

Data in the past week

Date Time Indicator Period  Actual Consensus Previous
3/17/25 8:30  Advance Retail Sales Feb 0.2% 0.6% -1.2%
3/17/25 8:30 Retail Sales Less Autos Feb 0.3% 0.3% -0.6%
3/17/25 8:30 Retail Sales Less Autos and Gas Feb 0.5% 0.4% -0.8%
3/17/25 8:30 Core Control Feb 1.0% 0.4% -1.0%
3/17/25 8:30 Empire Manufacturing Mar -200 -19 57
3/17/25 10:00  Business Inventories Jan 0.3% 0.3% -0.2%
3/17/25  10:00  NAHB Housing Market Index Mar 39 42 42
3/18/25 830  Building Permits FebP 1456k 1453k 1473k
3/18/25 830  Housing Starts Feb 1501k 1385k 1350k
3/18/25 8:30 Import Price Index (mom) Feb 0.4% 0.0% 0.4%
3/18/25 8:30 Import Price Index ex Petroleum (mom) Feb 0.4% 0.2% 0.1%
3/18/25 9:15 Industrial Production Feb 0.7% 0.2% 0.3%
3/18/25 9:15 Manufacturing Production Feb 0.9% 0.3% 0.1%
3/18/25 9:15 Capacity Utilization Feb 782% 77.8% 77.7%
3/19/25 14:00 FOMC Rate Decision (mid-point) Mar19  4.375% 4.375% 4.375%
3/19/25  16:00  Net Long-term TIC Flows Jan -$45.2bn - $75.0bn
3/20/25 830  Current Account Balance 4Q -$303.9bn  -$330.0bn  -$310.3bn
3/20/25 8:30 Philadelphia Fed Business Outlook Jan 12.5 9.0 18.1
3/20/25  10:00  Leading Indicators Feb -03% -0.2% -0.2%
3/20/25  10:00  Existing Home Sales Feb 4.26M 3.95M 4.09M
Source: BofA Global Research, Bloomberg.

BofA GLOBAL RESEARCH
L]
Data in the week ahead
Next week our focus is on personal income & outlays and GDP
Data in the week ahead
BofA

Date Time Indicator Period Estimate Consensus Previous
3/24/25 9:45 S&P Global US manufacturing PMI Mar P 52 518 527
3/24/25 9:45 S&P Global US services PMI Mar P 515 512 510
3/25/25 9:00 Case-Shiller HPI (yoy) Jan 3.8% — 3.9%
3/25/25 10:00 Consumer Confidence Mar 95.0 940 983
3/25/25 10:00 New Home Sales Feb 675k 680k 657k
3/25/25 All day Building Permits FebF = — 1456k
3/26/25 7:00 MBA Mortgage Applications Mar 21 = — -6.2%
3/26/25 8:30 Durable Goods Orders Feb P -1.2% -0.7% 3.2%
3/26/25 8:30 Durables Ex Transportation Feb P -0.2% 0.3% 0.0%
3/26/25 8:30 Core Capital Goods Shipments Feb P 0.1% — -03%
3/26/25 8:30 Core Capital Goods Orders Feb P 0.2% — 0.8%
3/27/25 8:30 Wholesale Inventories Feb P — — 0.8%
3/27/25 8:30 Advance Goods Trade Balance Feb ~ -$140.0bn -$134.5bn -$155.6b
3/27/25 8:30 GDP (goq saar) 4T 23% 2.4% 23%
3/27/25 8:30 GDP Price Index (goq saar) 4QT 2.5% — 2.4%
3/27/25 8:30 Core PCE (qog saar) 4T 2.8% — 2.7%
3/27/25 8:30 Personal consumption (qog saar) 4QT 4.2% — 4.2%
3/27/25 10:00 Pending Home Sales Feb 1.0% — -4.6%
3/28/25 8:30 PCE Core Prices (mom) Feb 03% 03% 03%
3/28/25 8:30 PCE Headline Prices (mom) Feb 0.3% 0.3% 0.3%
3/28/25 8:30 PCE Core Prices (yoy) Feb 2.7% 2.7% 2.6%
3/28/25 8:30 PCE Headline Prices (yoy) Feb 2.5% 25% 2.5%
3/28/25 8:30 Personal saving rate Feb 4.3% — 4.6%
3/28/25 8:30 Personal Spending Feb 0.7% 0.6% -0.2%
3/28/25 8:30 Personal Income Feb 0.4% 0.4% 0.9%
3/28/25 10:00 U. of Michigan Sentiment Mar F 575 — 579
Source: BofA Global Research, Bloomberg

BofA GLOBAL RESEARCH
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Federal Reserve Speakers

10

Exhibit 13: Key speaking engagements and news events
Upcoming policy speakers

Date Time Speaker

Mar 21 8:30  Fed's Goolsbee on CNBC

Mar 21 9:05 Fed's Williams Speaks in Bahamas

Mar 24 13:45 Fed's Bostic on Bloomberg TV

Mar 24 15:10 Fed's Barr Speaks on Small Business Lending

Mar 25 8:40 Fed's Kugler Gives Speech on Economy, Entrepreneurship
Mar 25 9:05 Fed's Williams Gives Opening Remarks
Mar 26 10:00 Fed's Kashkari Hosts Fed Listens, conversation

Mar 26 13:10 Fed's Musalem Speaks on Economy, Monetary Policy
Mar 27 16:30 Fed's Barkin Gives Speech, Q&A

Source: Bloomberg
BofA GLOBAL RESEARCH

Exhibit 14: Below is a summary of key quotes from Fed speakers over the past weeks
Summary of Fed speak in the previous week

Speaker Date Quote

Powell (Chair) 19-Mar Powell reiterated that the Fed is in no hurry to adjust rates.

Powell (Chair) 07-Mar “We do not need to be in a hurry, and are well positioned to wait for greater clarity.”

Harker (Philadelphia) 06-Mar Risks to US economy are rising as businesses and consumers become more cautious and inflationary pressures build.

Waller (Governor) 06-Mar Wouldn't support lowering interest rates in March, but sees room to cut two, or possibly three, times this year.

Williams (Governor) 04-Mar Anticipates tariffs will contribute to inflation, but emphasized there is a lot of uncertainty about how the US economy will respond.

Musalem (St. Louis) 03-Mar “In determining how monetary policy should respond to alternative scenarios, especially when they might involve difficult employment and inflation trade-offs,
it will be important that medium- to longer-term inflation expectations remain well anchored.”

Goolsbee (Chicago) 28-Feb “If there’s too much anticipation of these productivity booms, it can overheat the economy in the short run and it can lead to an investment overhang”

Harker (Philadelphia) 27-Feb “The policy rate remains restrictive enough to continue putting downward pressure on inflation over the longer term, as we need it to, while not negatively
impacting the rest of the economy.”

Hammack (Cleveland) 27-Feb “I believe that monetary policy has the luxury of being patient as we assess the path forward, and this will likely mean holding the federal funds rate steady for
some time.”

Schmid (Kansas) 27-Feb “While the risks to inflation appear to be to the upside, discussions with contacts in my district, as well as some recent data, suggest that elevated uncertainty
might weigh on growth.”

Bostic (Atlanta) 26-Feb Bostic said that the Fed should hold interest rates where they are, so that they continue to put downward pressure on inflation

Barr (Vice Chair Supervision) 25-Feb ‘I have spoken previously about how monetary policy and financial stability are inextricably linked and how the tools we use to conduct monetary policy and
support financial stability work together.”
Barkin (Richmond) 25-Feb “It makes sense to stay modestly restrictive until we are more confident inflation is returning to our 2% target.”

Source: Bloomberg, BofA Global Research
BofA GLOBAL RESEARCH

Exhibit 15: This year the regional presidents voting on the FOMC (Federal Open Market Committee) will be Collins, Goolsbee, Musalem and Schmid
BofA US Economics Dove-Hawk chart

Powell (Chair)

Governors Waller
& permanent Jefferson (Vice Chair)
voters Cook Barr (Vice Chair supervision)
Kugler Williams (NY) Bowman

dmmmsE ooven Centrist rowikisn  HERKE)

Barkin (Richmond)
2024 Daly (San Francisco) Bostic (Atlanta)
Hammack (Cleveland)

Regional
Presidents 2025
on Rotation

Collins (Boston)

Musalem (St. Louis hmid (K: i
Goolsbee (Chicago) ) Schmid (Kansas City)

Kashkari (Minneapolis)

2026 (Philadelphia) Logan (Dalls)

Source: FRB, BofA Global Research
BofA GLOBAL RESEARCH
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Weekly spending update

Exhibit 16: Total card spending per HH was up 1.4% y/y in the week ending Mar 15
Aggregated daily card spending growth per HH by major category, Mar 08-Mar 15 (y/y % change of
the 7-day moving average of spending levels)

3/15
Total card spending 0.8%
Retail ex-autos -0.7%
Airlines -6.9%
Lodging -5.0%
Entertainment -18.9%
Restaurants & bars -0.5%
Transit 6.6%
Gas -8.3%
Clothing -1.6%
Furniture -3.0%
Department store -13%
Home improvement -6.8%
Online electronics 9.9%
Grocery 0.0%
General Merchandise 1.5%
Total B&M retail -2.3%
Total online retail 4.2%
Total card debit 1.7%
Total card credit -0.5%

Source: BAC internal data. Note: The 1-year % change shows the change between the current date at the head of the table column and
its comparable date a year ago. Total card spending includes total BAC card activity, which captures retail sales and services that are paid
with cards. Does not include ACH payments. B&M (Brick & Mortar) retail means retail purchases at the store. Online electronics and total
online retail correspond to purchases in which the card was not present. These are largely online purchases but could include purchases

3/14
1.3%
-0.4%
-6.3%
-4.8%
-15.8%
0.0%
7.4%
-8.1%
-1.5%
-2.0%
-0.8%
-6.2%
10.9%
0.1%
1.9%
-2.0%
4.5%
2.1%
0.2%

3/13
1.0%
-0.6%
-6.4%
-5.1%
-14.5%
0.1%
7.2%
-7.9%
-2.4%
-2.0%
-1.7%
-5.0%
8.1%
-0.2%
1.7%
-2.0%
3.8%
1.6%
0.1%

3/12
1.0%
-03%
7.2%
-4.9%

-13.2%

0.4%
7.2%
-7.1%
-2.5%
-3.2%
-0.9%
-3.4%
6.5%
0.1%
2.1%
-1.6%
3.4%
1.6%
0.2%

3/11
0.7%
-0.7%
-7.6%
-4.5%

-15.6%

0.3%
6.2%
-7.2%
-2.7%
-3.1%
-1.1%
-3.6%
4.5%
-0.4%
1.4%
-1.9%
3.1%
1.1%
0.0%

made over the phone. Gas includes some convenience store purchases at gas stations.

3/10
0.6%
-0.7%
-8.0%
-4.5%

-14.8%

0.5%
5.9%
-7.1%
-2.8%
-32%
-2.0%
-3.8%
4.6%
-0.4%
1.4%
-2.0%
3.3%
1.0%
0.1%

3/9
1.5%

-0.8%
-7.4%
-4.6%
-13.5%
-0.2%

5.4%

-6.8%
-2.6%
-3.2%
-2.7%
-3.8%

33%

-0.1%

0.9%

-2.2%

3.3%
2.0%
0.9%

3/8
2.0%
-0.1%
-7.1%
-4.5%

-12.0%

0.4%
5.9%
-5.7%
-2.5%
-2.0%
-22%
-2.7%
4.7%
0.7%
1.7%
-1.4%
3.6%
2.4%
1.5%

BofA GLOBAL RESEARCH

See the report, BofA on USA: Weekly spending update through Mar 15, 20 March 2025,

for methodology, limitations, and disclaimers related to BAC card data.
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Core views

Growth: A little turbulence in the near term

We have revised our forecasts to better reflect trade policy developments and the

recent data flow. We have marked down 4Q/4Q growth this year from 2.3% to 1.8%.

This lowers the annualized GDP growth in TH 2025 from 2.4% previously to 1.5%.
Beyond that our forecasts are little changed, with only minor downward revisions to
subsequent quarters. Our forecasts show an economy that hits a brief air pocket in
T1H 2025 and then recovers to trend-like growth, but without any payback for the
slowdown.

Inflation: Back to a 3-handle

Our new forecasts also show higher and more front-loaded inflation. We now have
the core PCE peaking at 3.0% y/y in 3Q 2025, and remaining at that level in the
following quarter. Part of this is just a mark-to-market based on the upside
surprises in January and February, along with the upward revisions to the 4Q data.
Policy uncertainty creates large risks to our outlook in both directions. On balance
we think the risks are skewed towards weaker growth and higher inflation.

Labor market: Resilient job growth

Job growth has stabilized, but is still dominated by the catch-up sectors. Total and
involuntary unemployment has been little changed in the last few months with
voluntary unemployment continuing to outpace involuntary unemployment. The low
pace of layoffs (and claims) has been a silver lining. Meanwhile, the labor supply
tailwind from increased prime-age participation and immigration has likely peaked.
The labor market has rebalanced and further supports our view that the Fed is done
with its rate cutting cycle.

Monetary policy: Still no cuts on the horizon

12

Balancing out the downside to growth and the upside to inflation, we stick to our
forecast that the Fed won’t be able to cut rates any further. Initial conditions are
critical here. We entered this turbulent period with above-trend growth, stocks at
all-time highs, a solid labor market and above-target inflation. Therefore, the Fed
has some leeway on its full employment mandate, but no margin for error on its
inflation mandate. The mild slowdown that we are forecasting is unlikely to induce
rate cuts.

US Economic Weekly | 21 March 2025



BofA GLOBAL RESEARCH

Economic forecast summary
I Exhibit 17: We forecast stable growth, slightly elevated inflation and a fed terminal rate of 4.25-4.50%

BofA US economic outlook

1024 2024 3Q24 4Q24 1025 2025 3025 4Q25 1026 2026 3Q26 4Q26 2024 2025 2026
Real Economic Activity, %oSAMR

Real GDP 1.6 30 31 23 1.5 1.5 20 20 20 20 20 20 28 20 20
% Change, Year Ago 29 30 2.7 25 25 2.1 1.8 1.8 1.9 20 20 20
Final Sales 2.1 20 33 32 0.1 13 22 23 24 19 19 19 27 1.8 2.1
Domestic Demand 28 29 37 30 1.5 1.7 2.1 22 23 1.9 19 19 30 23 2.1
Consumer Spending 19 28 37 42 1.6 20 22 22 22 22 22 22 28 26 22
Residential Investment 137 28 -43 54 05 1.0 1.0 1.5 1.5 1.5 1.5 1.5 42 08 14
Nonresidential Investment 45 39 40 32 1.7 1.7 3.8 48 48 2.1 14 14 3.6 1.6 33
Structures 6.2 02 -50 1.1 15 1.5 40 50 50 15 10 10 34 1.1 33
Equipment 03 9.9 108 -9.0 25 25 50 6.0 6.0 1.8 1.5 1.5 33 22 4.0
Intellectual Property 75 0.7 31 0.0 1.0 1.0 25 35 35 25 1.5 1.5 39 14 27
Government 1.8 30 5.1 29 06 04 0.0 0.0 0.5 04 04 04 34 1.6 03
Exports 19 1.0 96 -05 50 20 1.5 1.0 1.0 1.0 20 20 32 30 13
Imports 6.1 76 10.7 -12 142 5.0 0.5 0.5 0.5 1.0 1.0 1.0 54 6.0 09
Net Exports (Bil 125) -977  -1036 -1069 -1061 -1154 -1187 -1181 -1179  -1177  -1179  -1175  -1170 -1036  -1175 -1176
Contribution to growth (ppts) 0.6 -09 04 0.1 -14 -05 0.1 0.0 0.0 0.0 0.1 0.1 04  -05 0.0
Inventory Accumulation (Bil 125) 17.7 7 57.9 102 902 1042 932 76.2 53.7 57.7 60.7 63.7 394 910 590
Contribution to growth (ppts) -05 1.1 02 -08 14 02 02 -03 -04 0.1 00 0.0 00 0.2 -0.1
Nominal GDP (Bil $, SAAR) 28624 29017 29375 29720 30062 30401 30748 31090 31432 31787 32143 32493 29184 30575 31964
% SAAR 4.7 5.6 5.1 4.8 4.7 4.6 4.6 4.5 4.5 4.6 4.6 44 53 4.8 4.5
Fed Funds Rate (midpoint, % EOP) 5375 5375 4875 4375 4375 4375 4375 4375 4375 4375 4375 4375 4375 4375 4375
Industrial Production (% SAAR) -1.8 25 05 -10 6.0 20 1.5 1.5 1.5 1.5 1.5 1.5 03 20 13
Capacity Utilization (%) 71.7 780 715 770 780 785 785 785 790 790 790 795 776 784 791
Nonfarm Payrolls (Avg mom ch, 000s) 196 133 133 209 142 125 125 75 100 100 100 100 168 117 100
Civilian Unemployment Rate (%) 38 4.0 42 42 4.1 42 42 42 42 42 42 42 4.0 42 42
Civilian Participation Rate (%) 62.6 62.6 62.7 62.5 624 62.4 623 62.3 62.2 62.2 62.2 62.2 626 624 622
Housing Starts (Thous. SAAR) 1405 1340 1330 1390 1445 1505 1525 1530 1525 1550 1560 1580 1365 1500 1555
Current Account (% of GDP) -3.7 -39 =37
US Budget Balance (Sbn, Fiscal Year) -1832  -1950 -2250
e
GDP Price Index (% SAAR) 30 25 19 24 31 30 26 25 24 25 25 24 24 27 25
% Change, Year Ago 24 26 22 25 25 26 2.8 28 26 25 25 25
PCE Chain Prices (% SAAR) 34 25 1.5 24 34 32 25 23 23 25 24 22 25 2.7 24
% Change, Year Ago 2.7 26 23 25 25 26 29 29 26 24 24 23
Core PCE Chain Prices (% SAAR) 37 28 22 27 31 35 29 26 25 26 26 23 28 29 2.7
% Change, Year Ago 30 27 2.7 28 2.7 29 30 30 29 26 26 25
CPI, Consumer Prices (% SAAR) 37 28 14 30 4.1 28 26 2.1 23 25 2.1 22 30 29 23
% Change, Year Ago 32 32 2.7 2.7 2.8 28 31 29 25 24 22 22
CPlex Food & Energy (% SAAR) 42 31 24 34 38 36 32 28 25 2.7 28 28 34 33 28
% Change, Year Ago 38 34 33 33 32 33 35 33 30 28 27 27
Source: BofA Global Research
BofA GLOBAL RESEARCH
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Rates and dollar forecast

I Table 1: We do not foresee further Fed rate cuts

Rates and dollar forecast

Spot 25-Mar 25-Jun 25-Se 25-Dec
—

Fed Funds 433 4.25-450 4.25-4.50 4.25-450 4.25-4.50
Fed Effective Rate 433 438 438 438 438
2-Year T-Note 3.96 4.50 4.50 4.50 4.50
5-Year T-Note 401 4.65 4.65 465 4.65
10-Year T-Note 424 475 475 475 475
30-Year T-Bond 4.56 5.00 5.00 5.05 5.05
L
EUR-USD 1.09 1.08 1.10 112 1.15
USD-JPY 149 152 156 161 165
USD-CAD 143 1.46 1.44 1.42 1.40
AUD-USD 063 062 0.63 0.65 0.68
NZD-USD 0.58 0.55 0.56 0.57 0.60
GBP-USD 130 130 134 138 1.44
USD-CHF 0.88 0.87 0.87 0.88 0.87
USD-SEK 10.13 10.19 9.73 9.46 9.04
USD-NOK 10.55 1093 10.64 10.18 9,57
USD-CNY 7.25 7.50 760 7.50 740
USD-MXN 20.14 20.00 20.00 20.25 20.50
Source: BofA Global Research
BofA GLOBAL RESEARCH

Rolling calendar of business indicators

I Next week the focus is on personal income & outlays and GDP

Key economic data over the next three weeks

Monday ___fTuesdy _________ MWednesday _________fthursday __________ Jridy |

Mar 24 Mar 25

9:00 am: S&P CoreLogic CS HPI - Jan
Manufacturing and Services  [10:00 am: New Home Sales - Feb
10:00 am: Conference Board
Confidence — Mar

9:45 am: S&P Global US

PMI - Mar (P)

Mar 31 Apr 1

9:45 am: Chicago PMI - Mar  9:45 am: S&P Global US
Manufacturing PMI - Mar F
10:00 am: ISM manufacturing - Mar
10:00 am: Construction Spending -

Feb

10:00 am: JOLTS - Feb
All Day: Vehicle Sales — Mar

Apr7 Apr 8
3:00pm: Consumer Credit - Feb 6:00 am: NFIB Small Bus. Optimism —

Mar

Mar 26

7:00 am: MBA Mortgage Applications -
week ending 03/21/2025

8:30 am: Durable Goods Orders - Feb

Apr 2

7:00 am: MBA Mortgage Applications -
week ending 03/28/2025

8:15 am: ADP Employment — Mar
10:00 am: Factory Orders - Feb

Apr 9

7:00 am: MBA Mortgage Applications -
week ending 04/04/2025

10:00 am: Wholesale Inventories - Feb
2:00 pm: FOMC Minutes

Mar 27 Mar 28

8:30 am: GDP - 4Q (T) 8:30 am: Personal Income & Outlays -
8:30 am: Advance Goods Trade Feb

Balance - Feb 10:00 am: U of Mich Sentiment- Mar
8:30 am: Initial Jobless Claims — week (F)

ending 03/22/2025

10:00 am: Pending Home Sales - Feb

Apr 3 Apr 4

8:30 am: Trade Balance - Feb 8:30 am: Employment Report - Mar
8:30 am: Initial Jobless Claims — week

ending 03/29/2025

9:45 am: S&P Global US Services PMI

~Mar F

10:00 am: ISM services— Mar

Apr 10 Apr 11

8:30 am: Consumer Price Index — Mar 8:30 am: Producer Price Index — Mar
8:30 am: Initial Jobless Claims — week [10:00 am: U of Mich Sentiment- Apr
ending 03/05/2025 (P

2:00 pm: Monthly Budget Statement

- Mar

*Projections- subject to revision as additional data become available. P - preliminary reading, S - second reading, T - third reading, F - final reading

Source: Bloomberg
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CPI and PCE Forecast tables

Exhibit 18: We expect inflation to remain slightly elevated over the course of our forecast horizon
CPI'monthly forecast table

2024: Jan

2024: Feb
2024: Mar
2024: Apr
2024: May
2024: Jun
2024: Jul

2024: Aug
2024: Sep
2024: Oct
2024: Nov
2024: Dec
2025: Jan

2025: Feb
2025: Mar
2025: Apr
2025: May
2025: Jun
2025: Jul

2025: Aug
2025: Sep
2025: Oct
2025: Nov
2025: Dec
2026: Jan

2026: Feb
2026: Mar
2026: Apr
2026: May
2026: Jun
2026: Jul

2026: Aug
2026: Sep
2026: Oct
2026: Nov
2026: Dec

Headline CPI

Level m/m
30842 054
31033 062
31233 065
31355 039
31407 017
31418 003
31454 0.2
31480 008
31530 0.6
31566 0.12
31549  -0.05
31561 004
31767 065
31908 044
32053 045
32166 035
32273 033
32426 048
32459 0.0
32514 017
32513 000
32514 000
32465 -0.15
32456 -0.03
32573 036
32679 033
32845 051
32954 033
33037 025
33174 041
33193 006
33237 013
33240 001
33243 001
33197 -0.14
33193 -001

Non-seasonally Adjusted

yly
31
32
35
34
33
30
29
25
24
26
2.7
29
30
28
26
26
28
32
32
33
31
30
29
28
25
24
25
24
24
23
23
22
22
22
23
23

Level
27042
27633
285.00
290.76
290.14
286.68
287.87
28261
27574
27281
26821
267.96
273.05
27587
27763
27967
280.89
287.78
28452
283.10
276.45
27131
26632
263.95
265.12
264.83
27227
27629
27729
28411
281.03
279.79
27322
26824
263.79
262.00

Source: Bureau of Labor Statistics, BofA Global Research

Energy

m/m
039
219
314
202
021
-1.19
042
-1.83
243
-1.06
-1.68
-0.09
1.90
1.03
0.64
074
0.44
245
-1.13
-0.50
-2.35
-1.86
-1.84
-0.89
0.44
011
2.81

1.48
036
246
-1.08
044
-2.35
-1.82
-1.66
-0.68

yly
-46
19
21

26
37
10
1.1

-40
6.8
-49

-05
1.0

-26
38

04
-12
02
03
-06

-1:5
-29
-4.0
-1.9
-12
-13
-1:3
-12
-1.2
-1:2
-1.1
-1.0
-0.7

Level
309.79
311.02
31211
313.02
313.14
313.13
31357
31413
314.85
315.56
31645
31760
319.09
319.78
32031
321.06
321.72
32308
32336
324.18
32463
32503
32565
32664
327.13
327.47
32818
32890
32935
330.53
330.71
33143
331.86
332.28
33297
334.05

m/m
034
040
035
0.29
0.04
0.00
0.14
0.18
023
0.23
0.28
0.36
047
022
0.17
023
0.21

042
0.09
0.25
0.14
0.12
0.19
030
0.15
0.10
0.22
0.22
0.13
036
0.05
0.22
0.13
0.13
0.21

032

Headline CPI

yly
31
32
35
34
32
30
29
26
24
26
27
29
30
28
26
26
2.7
32
31
32
31
30
29
28
25
24
25
24
24
23
23
22
22
22
22
23

g/q saar

3.7

28

30

4.1

28

26

2.1

23

25

2.1

22

Seasonally Adjusted

y/y (quarterly)

32

32

2.7

2.7

28

28

31

29

25

24

22

22

Leve
31439
31556
316.76
317.60
318.05
31834
31893
319.84
32084
32169
32262
32330
32474
32548
326.45
32742
32841
32939
33021
331.02
33177
33251
33326
33401
33465
33529
336.00
336.78
33757
33842
339.17
339.92
340.70
34151
34232
34313
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m/m
037
037
038
026
0.14
0.09
0.19
028
031
027
029
021
0.45
023
030
030
030
030
0.25
0.25
023
023
023
023
0.19
0.19
021
023
023
0.25
022
022
023
024
024
024

yly
39
38
38
36
34
33
32
33
33
33
33
32
33
3.
31
31
33
35
35
35
34
34
33
33
31
30
29
29
28
2.7
2.7
2.7
2.7
2.7
2.7
2.7

Core CPI
g/q saar

42

31

24

34

38

36

32

28

25

2.7

28

28

y/y (quarterly)

38

34

33

33

3.2

33

35

33

30

28

27

27
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Exhibit 19: We expect inflation to remain slightly elevated over the course of our forecast horizon
PCE inflation monthly forecast table (Seasonally adjusted)

%y/ % m/m
Headline Core Core goods Core services Headline Core goods Core services
2022: Jan 6.3% 5.4% 6.9% 4.9% 0.49% 0.48% 0.92% 0.32%
2022: Feb 6.6% 5.6% 7.7% 4.9% 0.63% 0.45% 0.57% 0.41%
2022: Mar 7.0% 5.6% 7.5% 5.0% 0.88% 0.38% -0.02% 0.52%
2022: Apr 6.7% 53% 6.4% 5.0% 0.31% 0.34% 0.10% 0.43%
2022: May 6.8% 52% 5.7% 5.0% 0.61% 0.36% 0.29% 0.39%
2022: Jun 7.2% 5.3% 5.7% 5.2% 0.94% 0.59% 0.63% 0.57%
2022: )ul 6.8% 5.1% 5.5% 5.0% 0.03% 0.23% 0.09% 0.28%
2022: Aug 6.6% 5.4% 5.6% 53% 0.29% 0.58% 0.53% 0.59%
2022: Sep 6.7% 5.6% 5.8% 5.6% 0.32% 0.44% 0.29% 0.49%
2022: Oct 6.5% 5.5% 4.7% 5.7% 0.44% 0.34% -0.09% 0.49%
2022: Nov 6.0% 52% 3.9% 5.7% 0.28% 0.30% -0.19% 0.48%
2022: Dec 5.5% 5.0% 3.2% 5.6% 0.15% 0.36% 0.01% 0.49%
2023: Jan 5.5% 4.9% 2.7% 5.8% 0.51% 0.47% 0.42% 0.49%
2023: Feb 5.2% 4.9% 23% 5.8% 0.33% 0.37% 0.18% 0.44%
2023: Mar 4.4% 4.8% 2.5% 5.6% 0.13% 0.29% 0.20% 0.32%
2023: Apr 4.5% 4.8% 2.5% 5.6% 0.35% 0.35% 0.11% 0.43%
2023: May 4.0% 4.7% 2.5% 5.5% 0.14% 0.29% 0.28% 0.30%
2023: Jun 3.3% 4.4% 1.7% 53% 0.25% 0.26% -0.15% 0.40%
2023: Jul 3.4% 4.3% 1.2% 5.4% 0.14% 0.14% -0.43% 0.33%
2023: Aug 3.4% 3.8% 0.6% 4.9% 0.30% 0.10% -0.08% 0.16%
2023: Sep 3.4% 3.7% 0.2% 49% 0.35% 0.32% -0.02% 0.43%
2023: Oct 3.0% 3.4% 0.4% 4.5% 0.03% 0.13% 0.04% 0.17%
2023: Nov 2.7% 3.2% 0.2% 43% 0.00% 0.09% -0.34% 0.24%
2023: Dec 2.7% 3.0% 0.0% 4.1% 0.15% 0.18% -0.26% 0.33%
2024: Jan 2.6% 3.1% -0.5% 4.3% 0.42% 0.50% -0.05% 0.68%
2024: Feb 2.6% 2.9% -0.4% 4.1% 0.31% 0.24% 0.29% 0.22%
2024: Mar 2.8% 3.0% -0.5% 4.2% 0.34% 0.34% 0.07% 0.43%
2024: Apr 2.7% 2.9% -0.5% 4.1% 0.26% 0.26% 0.11% 0.30%
2024: May 2.6% 2.7% -1.0% 3.9% -0.01% 0.08% -0.17% 0.16%
2024: Jun 2.4% 2.6% -0.7% 3.8% 0.12% 0.22% 0.10% 0.26%
2024: )ul 2.5% 2.7% -0.4% 3.7% 0.17% 0.17% -0.10% 0.26%
2024: Aug 23% 2.7% -0.5% 3.8% 0.12% 0.17% -0.17% 0.28%
2024: Sep 2.1% 2.7% -0.4% 3.7% 0.17% 0.25% 0.11% 0.30%
2024: Oct 2.3% 2.8% -0.4% 3.9% 0.27% 0.30% 0.06% 0.38%
2024: Nov 2.5% 2.8% -0.1% 3.8% 0.11% 0.10% -0.12% 0.17%
2024: Dec 2.6% 2.9% -0.2% 3.9% 0.29% 0.21% -0.28% 0.37%
2025: Jan 2.5% 2.6% 0.3% 3.4% 0.33% 0.28% 0.41% 0.24%
2025: Feb 2.5% 2.7% 0.2% 3.6% 0.32% 0.33% 0.16% 0.39%
2025: Mar 24% 2.7% 0.5% 3.4% 0.21% 0.28% 0.38% 0.25%
2025: Apr 2.4% 2.7% 0.8% 3.4% 0.25% 0.28% 0.38% 0.25%
2025: May 2.6% 2.9% 1.3% 3.4% 0.24% 0.28% 0.39% 0.25%
2025: Jun 2.8% 3.0% 1.6% 3.4% 0.34% 0.27% 0.39% 0.23%
2025: Jul 2.8% 3.0% 1.9% 3.4% 0.13% 0.22% 0.19% 0.22%
2025: Aug 2.9% 3.1% 23% 3.3% 0.23% 0.22% 0.19% 0.24%
2025: Sep 2.9% 3.0% 2.3% 33% 0.16% 0.21% 0.10% 0.24%
2025: Oct 2.8% 2.9% 2.3% 3.1% 0.16% 0.21% 0.10% 0.25%
2025: Nov 2.9% 3.0% 2.5% 3.2% 0.19% 0.21% 0.10% 0.25%
2025: Dec 2.8% 3.1% 2.9% 3.1% 0.26% 0.21% 0.10% 0.25%

Source: BEA, BofA Global Research
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Federal Reserve Balance Sheet

Exhibit 20: Factors affecting reserve balances of depository institutions (H.4.1 Table 1)
The balance sheet of the Federal Reserve (Sbn, Wednesday, end of period values)

Chg since
June 1,
19 Mar 7-day chg 4 weekchg 2022
Supplying reserve funds (Federal Reserve assets)

Reserve Bank credit outstanding 6709.4 34 -26.8 -2169.2
Securities held outright 64424 -55 -2838 -20382
US Treasuries 4236.8 -54 -145 -1534.0

Federal Agency 23 00 0.0 00

Mortgage-backed securities 22033 -0.1 -143 -504.2

Unamortized premiums on securities held outright 2440 -04 -20 -93.1
Unamortized discounts on securities held outright -24.0 02 03 05
Repurchase agreements 0.0 00 00 0.0

Foreign official (FIMA repo facility) 0.0 0.0 0.0 00

Others 0.0 0.0 0.0 0.0

Loans 40 -03 -13 -16.7
of which:

Discount window (primary and secondary credit) 2.1 -03 1.1 13

Paycheck protection program (PPPLF) 19 00 0.0 -17.9

Bank Term Funding Program (BTFP) 0.0 0.0 -0.2 00

Other credit extensions 0.0 0.0 -02 0.0

Other factors supplying reserve funds 430 26 50 218
Total factors supplying reserve funds 6807.0 -35 -26.1 21573
Absorbing reserve funds (Federal Reserve liabilities)

Currency in circulation 23684 22 14.7 884
Reverse repo agreements 5715 493 1104 -1659.1

Foreign official accounts 3781 -130 -9.7 1126

Others (ON RRP) 1934 62.3 1202 -1771.6
Treasury cash holdings 04 00 00 03
Other deposits with Federal Reserve Banks 607.4 =237 -300.0 -421.1

of which:

Treasury General Account 4158 -349 -323.1 -364.8
Treasury contributions to credit facilities 35 00 00 -145
Other Federal Reserve liabilities and capital -169.8 26 -0.8 -219.8
Factors absorbing reserves, other than reserves 33813 30.5 -175.7 -2225.7
Reserve balances with Federal Reserve banks 34257 -340 149.6 683
Source: Federal Reserve, Haver Analytics, BofA Global Research. Note: Quantitative tightening began on June 1,2022.
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