SEl’s view

The U.S. continues to exhibit solid growth and inflation remains materially above the Federal Reserve’s (Fed) target. With
more fiscal stimulus coming down the road in early 2026, a “wait-and-see” attitude appears appropriate. The question is
whether the Fed will bend to the wishes of the Trump administration to lower rates more aggressively. The Fed is a proud
institution that will lean hard against political pressure if it is obvious that further easing of interest rates would be
detrimental to its twin mandates of full employment and low inflation. There’s no denying that these two mandates are
currently in some tension, but there is no reason to believe that a majority of members will follow the lead of a Fed chair
who pushes a particular point of view for political rather than economic purposes. We see limited scope for additional
interest-rate reductions by the Bank of Canada and the European Central Bank, given the relatively low levels that rates
have already reached. Economic growth will probably remain sluggish, but fiscal policy provides support and U.S. tariffs are
more likely to be reduced from here. The U.S. and the U.K. have more room to cut rates, although even these central banks
may be hesitant to cut them more than once or twice next year. The Bank of England (BOE) probably has more room to cut
than the Fed since U.K. fiscal policy is tighter and economic growth is weaker. Despite an uncomfortably high inflation rate,
the BOE may deem it necessary to counteract the deflationary impact of tax increases on the economy.

Federal Reserve (Fed)

In a split 9-3 vote, the Federal Open Market Committee (FOMC) reduced the federal funds
rate by 25 basis points (0.25%) to a range of 3.50%-3.75% following its meeting on December
9-10. One FOMC member favored a 0.50% decrease, while two regional bank presidents
voted to leave the rate unchanged.

In a statement announcing the rate decision, the FOMC noted, “Job gains have slowed this
year, and the unemployment rate has edged up through September. More recent indicators
are consistent with these developments.” The Committee also noted that there has been an
upturn in inflation since bottoming out in April of this year and “remains somewhat elevated.”
The Fed's so-called dot plot of economic projections indicated a median federal funds rate of
3.4% at the end of 2026, signaling that the central bank anticipates just one more rate cut by
the end of next year. The Fed projected that core inflation, as measured by the core
personal-consumption expenditures (PCE) price index will rise 3.0% for the full 2025
calendar year and then cool to 2.5% in 2026.

European Central Bank (ECB)
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The ECB left its benchmark interest rate unchanged at 2.00% for its fourth consecutive
meeting on December 18, citing signs of an improving economic outlook and a possible
uptick in inflation.

In a news release, the ECB’s Governing Council commented, “Inflation has been revised up
for 2026, mainly because staff now expect services inflation to decline more slowly.
Economic growth is expected to be stronger than in the September projections, driven
especially by domestic demand.” The Governing Council also reiterated its commitment to
“adjust all of its instruments within its mandate to ensure that inflation stabilises at its 2%
target in the medium term...”

ECB President Christine Lagarde commented, “There was a unanimous decision that was
taken today concerning the rates that we decided to hold. But there was also a unanimous
view that all optionalities should remain on the table and that we would stick to the meeting
by meeting data-dependent approach with no rate, path set and no set date for any move.”



Bank of England (BOE)

At its meeting on December 17, the BOE voted by a slim 5-4 margin to reduce the Bank Rate
by 0.25% to a three-year low of 3.75%, Four BOE Monetary Policy Committee (MPC)
members favored maintaining the policy rate at 4.00%.

In a statement announcing the interest-rate cut, the MPC members commented that
“inflation has fallen since the previous meeting, to 3.2%. Although above the 2% target, it is
now expected to fall back towards target more quickly in the near term. Reflecting restrictive
monetary policy, and consistent with evidence of subdued economic growth and building
slack in the labour market, pay growth and services price inflation have continued to ease.”
The rate-cut announcement provided insights into the views of the MPC members. BOE
Governor Andrew Bailey said, “Data news since our latest meeting suggests that disinflation
is now more established...The key question for me now is the extent to which inflation settles
at the 2% target in an enduring way.” In a dissent from the majority vote, MPC member
Megan Greene stated, “| remain concerned the disinflation process has slowed and may stall
further. Forward-looking indicators of wage growth...remain above target-consistent levels.”

Bank of Japan (BOJ)

Bank of Canada

In a unanimous vote at its meeting on December 18, the BOJ raised its benchmark interest rate
by 0.25% to a 30-year high of 0.75% and suggested that more rate hikes may be on the
horizon.

In a statement announcing the rate decision, the central bank said that economic growth
initially may be moderate “as trade and other policies in each jurisdiction lead to some
slowdown in overseas economies and to a decline in domestic corporate profits and other
factors. Thereafter, Japan's economic growth rate is likely to rise, with overseas economies
returning to a growth path.” The BOJ projected that the inflation rate will fall below its 2%
target rate in the first half of 2026 before moving higher in the medium-to-long term due to a
rising labor shortage.

At a news conference following the meeting, BOJ Governor Kazuo Ueda said, ““We’ll keep
making appropriate decisions at each policy meeting. “The pace at which we adjust our rate
will depend on the state of the economy and prices.”

(BOC)

The BOC maintained its policy rate at a three-year low of 2.25% at its December 10 meeting.
The central bank cited the nation’s relatively strong economic growth, slowing inflation, and
improvement in the labor market. “If inflation and economic activity evolve broadly in line with
the October projection, [the BOC] Governing Council sees the current policy rate at about the
right level to keep inflation close to 2% while helping the economy through this period of
structural adjustment,” the BOC commented.

During a news conference following the rate-cut announcement, BOC Governor Tiff Macklem
said, "It's been a difficult year for Canadians and Canadian businesses. But as the year is
closing, it's looking better than it looked in the spring, in the summer." He noted that the U.S.
tariffs on imports from Canada have not had a significant impact on the country’s broader
economy. "Governing Council sees the current policy rate at about the right level to keep
inflation close to 2% while helping the economy," Macklem said.

Summary Table

Central Bank Current Rate Prior Rate Change Next Meeting
Fed 3.50%-3.75% 3.75%-4.00% -0.25% Jan. 27-28, 2026
ECB 2.00% 2.00% Unchanged Feb. 4-5, 2026
BOE 3.75% 4.00% -0.25% Feb. 55,2026
BOJ 0.75% 0.50% +0.25% Jan, 22-23, 2026
BOC 2.25% 2.25% Unchanged Jan. 28, 2026

Sources: Fed, ECB, BOE, BOJ, BOC. As of December 19, 2025.
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GLOSSARY AND INDEX DEFINITIONS

For financial term and index definitions, please see: https://www.seic.com/ent/imu-communications-financial-glossary

IMPORTANT INFORMATION

This material represents an assessment of the market
environment at a specific point in time and is not intended to be
a forecast of future events or a guarantee of future results. All
information as of the date indicated. There are risks involved
with investing, including possible loss of principal. This
information should not be relied upon by the reader as research
or investment advice, (unless you have otherwise separately
entered into a written agreement with SEI for the provision of
investment advice) nor should it be construed as a
recommendation to purchase or sell a security. The reader
should consult with their financial professional for more
information.

Statements that are not factual in nature, including opinions,
projections, and estimates, assume certain economic conditions
and industry developments and constitute only current opinions
that are subject to change without notice. Nothing herein is
intended to be a forecast of future events, or a guarantee of
future results,

Certain economic and market information contained herein has
been obtained from published sources prepared by other
parties, which in certain cases have not been updated through
the date hereof. While such sources are believed to be reliable,
neither SEI nor its affiliates assumes any responsibility for the
accuracy or completeness of such information and such
information has not been independently verified by SEI.

There are risks involved with investing, including loss of
principal. The value of an investment and any income from it
can go down as well as up. Investors may get back less than the
original amount invested. Returns may increase or decrease as a
result of currency fluctuations. Past performance is not a
reliable indicator of future results. Investment may not be
suitable for everyone.

This material is not directed to any persons where (by reason of
that person's nationality, residence or otherwise) the publication
or availability of this material is prohibited. Persons in respect of
whom such prohibitions apply must not rely on this information

in any respect whatsoever.

The information contained herein is for general and educational
information purposes only and is not intended to constitute
legal, tax, accounting, securities, research or investment advice
regarding the strategies or any security in particular, nor an

opinion regarding the appropriateness of any investment. This
information should not be construed as a recommendation to
purchase or sell a security, derivative or futures contract. You
should not act or rely on the information contained herein
without obtaining specific legal, tax, accounting, and investment
advice from an investment professional.

Information in the U.S. is provided by SEI Investments
Management Corporation (SIMC), a wholly owned subsidiary of
SEl Investments Company (SEI).

Information in Canada is provided by SEI Investments Canada
Company, a wholly owned subsidiary of SEl Investments
Company (SEI), and the Manager of the SEI Funds in Canada.

In the UK and the EEA this information issued in the UK by SEI
Investments (Europe) Ltd, 1st Floor, Alphabeta, 14-18 Finsbury
Square, London EC2A 1BR which is authorised and regulated by
the Financial Conduct Authority.

The contents of this document have not been reviewed by any
regulatory authority in Hong Kong. You are advised to exercise
caution in relation to the offer. If you are in any doubt about any
of the contents of this document, you should obtain
independent professional advice.

This document has not been registered
as a prospectus with the Monetary
Authority of Singapore.

This information is made available in Latin America and the
Middle East FOR PROFESSIONAL (non-retail) USE ONLY by
SIEL.

Any questions you may have in relation to its contents should
solely be directed to your Distributor. If you do not know who
your Distributor is, then you cannot rely on any part of this
document in any respect whatsoever.

Issued in South Africa by SEI Investments (South Africa) (Pty)
Limited FSP No. 13186 which is a financial services provider
authorised and regulated by the Financial Sector Conduct
Authority (FSCA). Registered office: 3 Melrose Boulevard, 1st
Floor, Melrose Arch 2196, Johannesburg, South Africa.
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