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Fed Funds & Terminal Rate 
Fed Funds is 5.25%. Based on the YE FF forecast in the March SEP, 
we’ve arrived at the Terminal Rate. The next FOMC meeting will 
be June 13-14, which will be accompanied by an updated SEP.  
 

Pause & Rate Cuts 
Rate cuts are not on the Fed’s agenda until 2024 (March SEP). 
Once the terminal rate (currently 5.25%), is reached, Fed Officials 
talk about holding rates thru 2023 and into 2024. 
 

GDP 
Currently 1.1% (Q123, Advanced Estimate), adjusted down from 
2.6% (Q422). Fed Officials are expecting growth to slow to 0.4% 
by YE23.  Q223 is trending at 2.7% (Atlanta Fed GDPNow). 
 

Inflation 
Currently 4.6% (Feb, Core PCE). Fed Officials are expecting 
inflation to return to the 2.0% target sometime in 2025. The 
March SEP inflation forecast is 3.6% by YE23. 
 

Jobs 
The unemployment rate is 3.4% (April). The Fed is expecting the 
unemployment rate to increase to 4.5% by YE23 (March SEP). 
253,000 jobs were created in April, the U-Rate fell to 3.4%. 
 
FOMC Forecasts – SEP (March 2023) 

 

 
 

Prior to the March banking crisis, Neel Kashkari talked about a 
5.40% terminal rate, which would mean a rate hike in June. 
Thursday, Kashkari outlined a potential rate cut scenario. 
 

• Kashkari: “If the markets are right that inflation is going to 
fall pretty quickly, then one might imagine interest rates 
normalizing … it really depends on how imbedded is the high 
inflation that we’re seeing and how quickly is that inflation 
going to come back down to our two percent target.” 

 

Inflation has yet to fall quickly. Flat would be more representative, 
with a 6-month range between 4.8% and 4.6% (Core PCE, the Fed’s 
preferred measurement). April’s PCE numbers will post May 26th. 
 

In general, Fed Officials are expecting a slow return to inflation’s 
2% target. Earlier this week John Williams offered an updated 
inflation forecast. 
 

• Williams: “Because of the lag between policy actions and 
their effects, it will take time for the FOMC's actions to 
restore balance to the economy and return inflation to our 2 
percent target. I expect inflation to decline to around 3-1/4 
percent this year, before returning to our longer-run goal of 
2 percent over the next two years.” 

 

Who’s right about inflation, the markets or the Fed? 
 

A research paper (Romer & Romer, Federal Reserve Information 
and the Behavior of Interest Rates, 2000) seems to confirm that 
the Fed’s forecasts are better informed and more accurate than 
its commercial rivals.  
 

The next FOMC will be June 13-14. With last Friday’s job growth 
numbers and Wednesday’s flat CPI, all eyes be on the May jobs 
report (out June 2nd). And even more importantly, the May CPI 
report (out June 13th), one-day before the FOMC wraps up. 

Job growth of less than 100,000 (the new entrant replacement 
rate), would be an indicator of slowing demand, as would rapidly 
declining core inflation – currently 5.5% - sub 5.0% would be ideal. 
 

Absent a meaningful change in those two metrics (representing 
lessening demand), the Fed would likely proceed with a rate hike. 
 
Neel Kashkari, Interview: The Marquette CEO Town Hall   5/11/23 
John Williams, Speech: This is the Way   5/9/23 

 
FOMC Voters – Permanent Voters (Gray) – Rotating Voters (Blue) 

 

https://fedunfiltered.com/neel-kashkari-interview-the-marquette-ceo-town-hall/
https://fedunfiltered.com/john-williams-speech-this-is-the-way/
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Neel Kashkari, Interview, 5/11/23 
If inflation falls “pretty quickly, then one might imagine interest 
rates normalizing.” Full transcript will be available mid-day Friday. 
Neel Kashkari, Interview: The Marquette CEO Town Hall   5/11/23 

 

Christopher Waller, Speech. 5/11/23 
Talked about climate change and the different economic impacts, 
along with the risk to financial stability. 
Christopher Waller, Speech/Q&A: Climate Change and Financial Stability   5/11/23 

 

Tom Barkin, Interview, 5/10/23 
Today’s CPI report was commented on, along with Fed Funds, 
jobs, inflation (in general) and a recession. 
Tom Barkin, Interview: Associate Press (Transcript)   5/10/23 

 

 
 

NY Fed 
Bank deposit funding since the start of the current monetary 
policy tightening cycle through March 2023.  
NY Fed, Report: Bank Funding during the Current Monetary Policy Tightening Cycle   

5/11/23 

 

Richmond Fed 
Casino development was a rather successful economic 
development strategy for Atlantic County. 
Richmond Fed, Report: The Economic Impact of a Casino Monopoly, Evidence from 

Atlantic City   5/11/23 

 

KC Fed 
Underlying inflation could ease to near 2 percent sometime next 
year, its path depends crucially on the evolution of future 
inflation. 
KC Fed, Report: Will High Underlying Inflation Persist?    5/10/23 
 

Economic Calendar 

 
Fed Unfiltered, Up to Speed: Economic Releases (May, June, July) 
 

Rate Trends 

 
 

 
Fed Unfiltered, Daily Report: Rate Trends (5/11/23) 
 

Annotated Graphs 

 
Annotated Graphs 
 

 
 

       
 

 

https://fedunfiltered.com/neel-kashkari-interview-the-marquette-ceo-town-hall/
https://fedunfiltered.com/christopher-waller-speech-qa-climate-change-and-financial-stability/
https://fedunfiltered.com/tom-barkin-interview-associate-press-transcript/
https://fedunfiltered.com/ny-fed-report-bank-funding-during-the-current-monetary-policy-tightening-cycle/
https://fedunfiltered.com/richmond-fed-report-the-economic-impact-of-a-casino-monopoly-evidence-from-atlantic-city/
https://fedunfiltered.com/richmond-fed-report-the-economic-impact-of-a-casino-monopoly-evidence-from-atlantic-city/
https://fedunfiltered.com/kc-fed-report-will-high-underlying-inflation-persist/
https://fedunfiltered.com/fed-unfiltered-up-to-speed-economic-releases-may-june-july/
https://fedunfiltered.com/fed-unfiltered-daily-report-rate-trends-5-11-23/
https://fedunfiltered.com/category/annotated-graphs/
https://fedunfiltered.com/fed-unfiltered-up-to-speed-fed-official-report/
https://fedunfiltered.com/fed-unfiltered-up-to-speed-research-report/
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Fed Officials – Fed Funds Forecast – In the Box 

 
Fed Unfiltered, Daily Reports: In the Box (5/11/23) 
 

https://fedunfiltered.com/fed-unfiltered-daily-reports-in-the-box-5-11-23/

