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Fed Chair Jerome Powell delivered his speech
at the Jackson Hole economic symposium this
morning. The tone and message of his speech
was consistent with our expecta ons. In our
view, the overall bias of his presenta on was
slightly dovish. He noted that the current
unemployment rate remains too high and
understates the underlying weakness in the
labor market, as labor force par cipa on
remains lower than pre-pandemic levels.
Although infla on is currently elevated, he
con nues to believe that at least some of the factors driving higher infla on will be
transitory and cau oned that ghtening monetary policy too soon could be detrimental
to the labor market recovery. The Fed remains focused on its dual mandate of stable
prices and full employment, but Chair Powell reiterated that the condi ons needed to
jus fy an increase in the fed funds rate would be more rigorous than the condi ons
needed to start tapering asset purchases. Rate hikes are not imminent. However, should
the economy con nue to make progress toward the Fed’s goals over the near-term, Fed
Chair Powell indicated that a tapering of asset purchases could start later this year. We
believe the Federal Open Market Commi ee (FOMC) will be following economic and
virus-related data closely over the next few months before finalizing any decisions about
the appropriate ming and speed of a taper. Notably, Chair Powell did not men on fiscal
policy or geopoli cal risk in his speech, but we believe those factors may influence the

ming of monetary policy changes as well. We expect the bias of the Federal Reserve to
remain dovish and highly accommoda ve over the near-term un l there is more clarity
on the outlook for employment and inflation. 
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