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ESSENTIALS OF MONETARY POLICY

Federal Reserve (Fed)
s This the End of the Rate Hiking Cycle?

By Tiago Figueiredo, Associate — Macro Strategy

ACCORDING TO THE FED

» The Committee decided to raise the target for the Federal
Funds rate to a range of 5.25% to 5.50%.

» The committee left the statement largely unchanged but
did upgrade its assessment of the economic expansion from
modest to moderate. The language around job growth and
inflation left unchanged, despite the slowdowns seen in both.

COMMENTS

Today's rate hike brings the fed funds rate to a 22-year high.
While the move was largely in line with expectations, the
rebound in housing activity and consumer sentiment led to an
upgrade in the Fed's overall assessment of economic activity.
Combined with the fact that the statement also left the language
around inflation and employment unchanged, the statement
leaned a bit hawkish.

However, during the press conference, Powell noted several times
that policy is now restrictive and when pressed on whether the
FOMC would deliver another hike in September, the Chairman
remained non-committal. It's clear that downside risks have
eased, with banking-related stresses diminishing. As a result, Fed
staff no longer have a recession in their base case.

IMPLICATIONS

Whether or not the Fed raises rates any further will depend on
the slew of incoming data. If, as we expect, economic activity
cools off and the deceleration in inflation proves durable, another
rate hike won't be necessary.
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2023 Schedule of Central Bank Meetings

Date Central bank Decision Rate Date Central bank Decision Rate
January July
12 Bank of Korea +25b.p. 3.50 4 Reserve Bank of Australia unchanged 4.10
17 Bank of Japan unchanged -0.10 11 Reserve Bank of New Zealand unchanged 5.50
19 Bank of Norway unchanged 2.75 12 Bank of Korea
25 Bank of Canada* +25b.p. 4.50 12 Bank of Canada* +25 b.p. 5.00
February 26  Federal Reserve +25 b.p. 5.50
1 Bank of Brazil unchanged 13.75 27  European Central Bank
1 Federal Reserve +25b.p. 4.75 27 Bank of Japan
2 European Central Bank +50 b.p. 3.00 August
2 Bank of England . +50b.p. 4.00 1 Reserve Bank of Australia
6  Reserve Bank of Australia +25b.p. 3.35 2 Bank of Brazil
9 Bank of Sweden +50 b.p. 3.00 3 Bank of England
9 Bank of Mexico +50b.p. 11.00 10 Bank of Mexico
21 Reserve Bank of New Zealand +50 b.p. 4.75 15  Reserve Bank of New Zealand
22 Bank of Korea unchanged 3.50 17 Bank of Norway
March 23 Bank of Korea
6 Reserve Bank of Australia +25b.p. 3.60 September
8 Bank of Canada unchanged 4.50 5 Reserve Bank of Australia
9  Bank of Japan unchanged -0.10 6 Bank of Canada
16 European Central Bank +50b.p. 3.50 14 European Central Bank
22 Bank of Brazil unchanged 13.75 20 Bank of Brazil
22 Federal Reserve +25b.p. 5.00 20 Federal Reserve
23 Bank of England +25Db.p. 4.25 21 Bank of England
23 Bank of Norway +25b.p. 3.00 21 Bank of Norway
23 Swiss National Bank +50 b.p. 1.50 21 Bank of Sweden
30 Bank of Mexico +25 b.p. 11.25 21 Bank of Japan
April 21 Swiss National Bank
4 Reserve Bank of Australia unchanged 3.60 28  Bank of Mexico
4 Reserve Bank of New Zealand +50 b.p. 5.25 October
10 Bank of Korea unchanged 3.50 2 Reserve Bank of Australia
12 Bank of Canada* unchanged 4.50 3 Reserve Bank of New Zealand
26 Bank of Sweden +50 b.p. 3.50 18  Bank of Korea
28  Bank of Japan unchanged -0.10 25 Bank of Canada*
May 26  European Central Bank
2 Reserve Bank of Australia +25b.p. 3.85 30 Bank of Japan
3 Bank of Brazil unchanged 13.75 November
3 Federal Reserve +25b.p. 5.25 1 Bank of Brazil
4 European Central Bank +25b.p. 3.75 1 Federal Reserve
4 Bank of Norway +25b.p. 3.25 2 Bank of England
11 Bank of England +25b.p. 4.50 2 Bank of Norway
18  Bank of Mexico unchanged 11.25 6  Reserve Bank of Australia
23 Reserve Bank of New Zealand +25b.p. 5.50 9 Bank of Mexico
24 Bank of Korea unchanged 3.50 23 Bank of Sweden
June 28  Reserve Bank of New Zealand
6 Reserve Bank of Australia +25b.p. 4.10 29 Bank of Korea
7  Bank of Canada +25 b.p. 4.75 December
14 Federal Reserve unchanged 5.25 4 Reserve Bank of Australia
15 European Central Bank +25b.p. 4.00 6 Bank of Canada
15 Bank of Japan unchanged -0.10 13 Bank of Brazil
21 Bank of Brazil unchanged 13.75 13 Federal Reserve
22 Bank of England +50 b.p. 5.00 14 European Central Bank
22 Bank of Norway +50b.p. 3.75 14 Bank of England
22 Bank of Mexico unchanged 11.25 14 Bank of Norway
22 Swiss National Bank +25b.p. 1.75 14 Bank of Mexico
29  Bank of Sweden +25b.p. 3.75 14 Swiss National Bank

18  Bank of Japan

NOTE: Central banks may decide to change rates between the scheduled meetings. The abbreviation b.p. stands for basis points. * Monetary Policy Report published; ** To be determined.
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