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CUTTING INTO UNCERTAINTY: THE FED'S EASING MEETS DATA DARKNESS

By Alma Cedillo
Research Analyst | Sophomore

The continuation of the federal government shutdown since October 1st has significantly limited the amount of
official economic data available, forcing the Fed to rely on qualitative and private data. Amidst missing key
releases such as the monthly job reports GDP estimates, consistent evidence of a cooling labor market and
increasing unemployment fears prompted the Fed to cut rates by another quarter point during its most recent
meeting. The Fed’s target rate now stands at 3.75%-4.0%, the lowest rate levels since 2022. Fed Chair Jerome
Powell signaled lowered confidence about a third-cut in December stating that it was “not a foregone
conclusion” if the data blackout continued. Powell's comments rocked investor sentiment and Wednesday
afternoon, markets priced only a 56% probability of a December cut, down from 90% the day before (CME
FedWatch). LSEG data also showed a 67.9% chance, down from 85% the day prior. Same day market reactions
show S&P 500 closed flat and the Dow Jones slipped. Market values as a share of the S& 500 total value

The Federal Reserve's cut comes as Big Tech companies report L
their third-quarter earnings, showing rising profits and Al- - e
related investment prospects expected to reach $380 Billion
this year across Meta, Amazon, Alphabet, and Microsoft. Yet,
despite strong consumption and capital gain projections, this
has not translated into stronger labor trends. Amazon plans to
reduce its corporate workforce by 14,000 employees, while
companies such as Microsoft, Meta, and Alphabet have also
announced future job cuts.
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