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= We believe a Fed cut is coming. So what?
= One pillar of our fixed income team’s investment process

= Client questions in Asia

The Fed has its work cut out. We finally got there, with macro conditions now allowing the US Federal
Reserve to initiate a much-anticipated easing cycle. But it may too soon for the Fed to take a victory lap.
There is anxiety in the wake of the latest labor market developments. In other words, there is little room for
further deterioration before the risk of a recession becomes a worry again. On the inflation front, the Fed
Managing Director deserves some credit, with the disinflation trajectory more established. More important, the central bank
Strategy and Insights Group may have achieved what many considered to be Mission Impossible a year ago: engineering a soft landing.
Itis only the beginning of a long journey, but it is important to recognize this first cut as a supportive signal
for fixed income while also acknowledging that the Fed has more work to do. The market anticipates that
we may see a federal funds rate starting with a 3 in the future, but uncertainties remain. For this week, the
market seems to be split between the chance of 25-basis-point move and a 50 bps move, with 36 bps of
cuts priced in for now." Our chief economist, Erik Weisman, leans towards a 25 bps cut this month (even as
he thinks the Fed should go 50), but it looks like a close call. The 25 bps move sounds reasonable as the Fed
may want to avoid engaging in a policy action that may be interpreted as a panic signal. Ultimately, what
may matter is the steadiness of rate cuts ahead, and whether there will be the flexibility for more aggressive
policy action if the macro backdrop takes a turn for the worse. Why is the first Fed rate cut such a big deal?
To begin with, it will cause a drop in cash returns, which may help convince cautious investors to lower their
cash allocations. In addition, a switch to easing typically sends a positive signal for global risk appetite,
unlessitis associated with a severe growth shock. Overall, fixed income is well positioned in the period
ahead, both from a duration and total return perspective, as long as the landing is indeed soft.

Benoit Anne

When top-down meets bottom-up. One of the pillars of the fixed income team’s investment process

is to leverage the breadth of its research platform and extract potential bottom-up signals that may help
complement the team’s top-down macro analysis. With that in mind, the investment team regularly
discusses these micro versus macro themes. Sometimes, the bottom-up and top-down views are
consistent, and sometimes they offer a different perspective, simply because our credit analysts may be
able to detect a trend at the firm or sector level that may not be visible through the lens of the macro data
yet. Whether the bottom-up signals confirm or differ from the top-down, the process remains valuable.

It includes detailed insights on the health of the consumer, the hiring and lay-off developments at the
corporate level or the appetite of firms for capex. Overall, generating a strong and resilient alpha stream
can appear daunting for an active asset manager, but leveraging the signals from the bottom-up research
process and contrasting that with the macro signals is an important piece of MFS” alpha puzzle.
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Client questions in Asia. | spent a couple of days last week seeing our institutional clients in Taiwan. Here
were the key discussion topics: On the macro side, the main questions revolved around the rate view,
including the market pricing of future policy easing, the prevailing macro scenario (hard landing versus
soft landing) and the various macro regimes. Other questions related to inflation risks, the outlook for
emerging markets and the view on China. On the fixed income front, the key questions were about the view
on duration, the best opportunities in fixed income across sectors, the curve view, what the optimal curve
positioning is and the outlook for private credit, especially in the context of declining rates. Finally, the US
election and its impact on market was a major item on the agenda, including the implications for the global
environment, the impact for fiscal policy, the risks for the Treasury market and the USD. 4

Endnotes
' Source: Bloomberg. Based on federal funds futures. Data as of 13 Sept. 2024.
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Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P and its affiliates (collectively “Bloomberg”). Bloomberg or Bloomberg’s
licensors own all proprietary rights in the Bloomberg Indices. Bloomberg neither approves or endorses this material or guarantees the accuracy or completeness of any information herein, or
makes any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or damages
arising in connection therewith.

The views expressed herein are those of the MFS Strategy and Insights Group within the MFS distribution unit and may differ from those of MFS portfolio managers and research analysts. These
views are subject to change at any time and should not be construed as the Advisor’s investment advice, as securities recommendations, or as an indication of trading intent on behalf of MFS.

Diversification does not guarantee a profit or protect against a loss. Past performance is no guarantee of future results.
GLOBAL DISCLOSURE
Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affiliates and may be registered in certain countries.

Distributed by: U.S. = MFS Institutional Advisors, Inc. (“MFSI”), MFS Investment Management and MFS Fund Distributors, Inc., Member SIPC; Latin America - MFS International Ltd ;
Canada - MFS Investment Management Canada Limited. Note to UK and Switzerland readers: Issued in the UK and Switzerland by MFS International (U.K.) Limited (“MIL UK”), a private
limited company registered in England and Wales with the company number 03062718, and authorised and regulated in the conduct of investment business by the UK Financial Conduct
Authority. MIL UK, an indirect subsidiary of MFS®, has its registered office at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK and Switzerland) readers: Issued in Europe by
MFS Investment Management (Lux) S.a r.l. (MFS Lux) - authorized under Luxembourg law as a management company for Funds domiciled in Luxembourg and which both provide
products and investment services to institutional investors and is registered office is at S.a r.l. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material shall not be
circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance
or distribution would be contrary to local regulation; Singapore - MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty Ltd
(“MFS Australia”) (ABN 68 607 579 537) holds an Australian financial services licence number 485343. MFS Australia is regulated by the Australian Securities and Investments Commission.;
Hong Kong - MFS International (Hong Kong) Limited (“MIL HK"), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”). MIL
HK'is approved to engage in dealing in securities and asset management regulated activities and may provide certain investment services to “professional investors” as defined in the
Securities and Futures Ordinance (“SFO”).; For Professional Investors in China - MFS Financial Management Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century Avenue,
Shanghai World Financial Center, Shanghai Pilot Free Trade Zone, 200120, China, a Chinese limited liability company registered to provide financial management consulting services.;
Japan - MFS Investment Management K K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust
Association, Japan and the Japan Investment Advisers Association. As fees to be borne by investors vary depending upon circumstances such as products, services, investment period and
market conditions, the total amount nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market fluctuation and investors may lose the
principal amount invested. Investors should obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making
the investments ; Bahrain - This document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to the public will be made in the
Kingdom of Bahrain and this document is intended to be read by the addressee only and must not be passed to, issued to, or shown to the public generally. The Central Bank of Bahrain
assumes no responsibility for the accuracy and completeness of the statements and information contained in this document and expressly disclaims any liability whatsoever for any loss
howsoever arising from reliance upon the whole or any part of the contents of this document. The Board of Directors and the management of the issuer accepts responsibility for the
information contained in this document. To the best of the knowledge and belief of the board of directors and the management, who have all taken all reasonable care to ensure that such
is the case, the information contained in this document is in accordance with the facts and does not omit anything likely to affect the reliability of such information.; Kuwait - This
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securities in South Africa and accordingly should not be construed as such. This document is not for general circulation to the public in South Africa. This document has not been approved
by the Financial Sector Conduct Authority and neither MFS International (U.K.) Limited nor its funds are registered for public sale in South Africa.; UAE - This document, and the
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This material/fund is only being offered to a limited number of investors who are willing and able to conduct an independent investigation of the risks involved in an investment in such
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