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Page 1 - Speeches & Reports
o Rate Hikes — More on the way, possibly 75bps.
o Recession—If so, it’s nothing like the past ones.
o Inflation — Time to be resolute.

Page 2 — Economic Indicators & Rate Trends

Daly —Raise Rates and Leave them there for a While
e  “The outlook I think is most likely is really that we
raise interest rates and then we hold them there for
a while at whatever level we think is appropriate for

accomplishing this dual mandate.”
Mary Daly, Interview: A Fortt Knox Conversation as published on
LinkedIn, 8/2/22

Mester — We have more Work (aka Rate Hikes) To Do.

e Regarding addressing inflation: “We have our
interest rate policy and that's what we've been
embarking on. And we have more work to do,
because we have not seen that turn in inflation.
What we want to do is see it on a sustainable
downward path towards our longer-run goal of 2
percent, and we have not seen that; we have more

work to do.”
Loretta Mester, Interview: With the Washington Post Live, 8/2/22

Evans - If No Improvement, Could be 75bps in Sept

e Regarding a September rate hike: "If you really
thought things weren't improving ... 50(bps) is a
reasonable assessment but 75(bps) could also be

okay. | doubt that more would be called for."
Charles Evans, Interview: Question and Answer Session at the Chicago
Fed, 8/2/22

Recession - If so, Not Quite Like Any of the Past Ones

e “Chart 5, Panel A shows the paths of our index in
previous recessions and in 2022. It (the index)
dipped below 100 within two months of the peak in
every previous recession. By the sixth month, the
average recession had a value of 98.7. By
comparison, six months into 2022, the June index
was 101.0, significantly above the path of a typical
recessionary period.”

e “The sharp contrast between the index’s average
recession path and the six-month path in 2022
suggests that a recession is unlikely to have started
in first quarter 2022, despite two consecutive
quarters of declining GDP in the first half of 2022.”

e “The U.S. labor market as measured by the
employment count has held up especially strongly
in 2022 relative to past recessions, and a broad set
of indicators suggests continued labor market
tightness through the first half of the year.”
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Dallas Fed, Report: U.S. Likely Didn’t Slip into Recession in Early 2022
Despite Negative GDP Growth, 8/2/22

Inflation — Restoring Price Stability is Paramount

“Inflation rates in services—for everything from
housing rents to personal services—appear to be
picking up from already elevated levels, and they
are unlikely to come down quickly. These pressures
may be reinforced by rapid nominal wage growth ...
Such “second round effects” would translate into
more persistent inflation and rising inflation
expectations. Finally, a further intensification of
geopolitical tensions that ignites a renewed surge in
energy prices or compounds existing disruptions
could also generate a longer period of high
inflation.”

“The costs of bringing down inflation may prove to
be markedly higher if upside risks materialize and
high inflation becomes entrenched. In that event,
central banks will have to be more resolute and
tighten more aggressively to cool the economy, and
unemployment will likely have to rise significantly.”
“Public support for tight monetary policy, now
strong with inflation running at multi-decade highs,
may be undermined by mounting economic and
employment costs.”

“Even so, restoring price stability is of paramount
importance, and is a necessary condition for
sustained economic growth. A key lesson of the
high inflation in the 1960s and 1970s was that
moving too slowly to restrain it entails a much more
costly subsequent tightening to re-anchor inflation
expectations and restore policy credibility. It will be
important for central banks to keep this experience
firmly in their sights as they navigate the difficult

road ahead.”
IMF, Report: Soaring Inflation Puts Central Banks on a Difficult
Journey, 8/1/22

Quote of the Week
“Unless you try to do something beyond what you
have mastered, you will never grow.”
--- Ralph Waldo Emerson

e We report on the Federal Reserve Board and the 12 Districts, and their impact on rates.

e Instead of an analysis, read what the Fed actually said in their published reports, speeches and interviews.
e Search a growing database of Fed commentary and receive a Weekly Report outlining the week’s key info.
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Rates — Fed Commentary Moves Markets — and — The Difficulty of Forecasting, Even for the Best of the Best
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Interesting Reads that didn’t make the Report:
e Fed Board, Annual Report of the Board of Governors of the Federal Reserve System, 7/29/22
e St. Louis Fed, Report: Inflation and the Real Value of Debt, A Double-Edged Sword, 8/1/22
e NY Fed, Historically Low Delinquency Rates Coming to an End, 8/2/22
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