
This central bank is not  
for turning 
This morning’s FOMC minutes didn’t tell us 
anything new, but they did affirm the Fed’s 
commitment to stamping out inflation. The 
language was explicit and to the point —- 
they are not going to back down!

US policymakers “reaffirmed their strong 
commitment” to returning inflation to 
the Fed’s 2.00% goal, with many officials 
stressing that the cost of taking too 
little action to bring down inflation likely 
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outweighed the cost of taking too much 
action. Officials saw the need to maintain 
restrictive rates for “some time,” with 
several saying such a stance should be held 

“as long as necessary” to ensure that inflation 
was eventually returns to its target. 
Consensus was to “purposefully” move to 
a more restrictive stance in the near term, 
though several officials saw it as “important 
to calibrate” the pace of tightening as it 
would become appropriate at some point 
to access the effects of the cumulative 
policy adjustments on economic activity 

and inflation. Although some interest-

sensitive categories of spending, such as 

housing and business fixed investment, 

had already started to respond to the 

tightening of financial conditions, a sizable 

portion of economic activity had yet to 

be impacted. Furthermore, policymakers 

backed the continuing shrinkage of the 

Fed’s balance sheet at the current pace, 

with a “couple” of officials saying it would be 

appropriate to consider mortgage-backed 

securities sales after reduction was “well 
under way.” 

The minutes offered no new details on 

the size of the likely rate hike at the 

November FOMC meeting, although the 

Fed and market are aligned with hiking 

to around 4.75% and holding, and for 

good reason. Prior to the release of the 

minutes, US producer prices surged 0.4% 

in September, exceeding expectations for 

at 0.2% increase in what was the index’s 

first increase in 3 months, while annual 

producer inflation remained embedded 

printing 8.5%, which was slightly lower 

than August’s 8.7%. The core rose 0.3% on 

the month and 7.2% on the year, which was 

in line with forecasts. 

No let-up as the weekend 
approaches
Market focus will be on tonight’s US CPI 

data, with the headline number expected 

to show a slight moderation but the core 

reading potentially rising slightly despite 

the material lift in interest rates. Along 

with tonight’s US inflation data, markets 

will also be nervously awaiting any 

updates from the Bank of England, after 

the central bank insisted its bond-buying 

scheme would come to an end this week, 

despite the sell-off in government bonds 

intensifying. While the central bank 

intervention worked initially, bond yields 

are now close to or above the highs seen 

straight after the mini-budget. It is shaping 

up to be a volatile end to the week!

In other news, the British economy 

contracted 0.3% in August, while 

the July number was revised down 

to 0.1%. Production fell by 1.8%, with 

manufacturing declining by 1.6%.
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