
More US hikes to come?
Speaking at his semi-annual appearance 
to update lawmakers on monetary policy, 
Fed Chair, Jerome Powell, reiterated, 

“Nearly all FOMC participants expect that 
it will be appropriate to raise interest 
rates somewhat further by the end of the 
year. Inflation has moderated somewhat 
since the middle of last year, nonetheless, 
inflation pressures continue to run high, and 
the process of getting inflation back down 
to 2% has a long way to go. We have been 
seeing the effects of our policy tightening 
on demand in most interest rate-sensitive 
sectors of the economy, however, it will take 
time for the full effects of monetary restraint 
to be realised, especially on inflation.” In 
amongst the detail, there was the caveat 
that the timing of rate hikes will be 
decided on a meeting-by-meeting basis, 
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adding it makes sense to move rates at a 
more moderate pace given, “Earlier in the 
process, speed was very important, but it is 
not very important now.”

Atlanta Fed President, Raphael Bostic, 
then stated, “Pressing ahead now with 
additional rate increases could ‘needlessly 
drain’ momentum from the economy. Policy 
hasn’t been restrictive long enough for 
effects to hit, so it’s prudent to wait. Risk 
of waiting is that inflation rebounds, but 

‘that’s not my baseline’. Some further slowing 
of labour market may be necessary for 
inflation to return to 2%. Bank contagion 
hasn’t materialised.”

Fed colleague, Austan Goolsbee, then 
added, “last week’s decision was a close call 
for me. I’m trying to figure out if we have 
done enough, and how much more needs to 
be done.”

While there was an acknowledgment 
that there is the potential for further 
rate hikes, the US-dollar index sold-off to 
reach a 2-month low after Chair Powell’s 
testimony stated the timing of rate moves 
will be decided at each meeting and that 

“given how far we’ve come, it may make 
sense to move rates higher but to do so at 
a more moderate pace.” This saw the NZD 
and EUR rally strongly, although the AUD 
underperformed given the release of the 
previous day’s RBA minutes, which saw 
NZD/AUD pop back above the 0.9100 
level. Equity markets were also weaker 
after investors took a breather from last 
week’s rally. Commodities were mildly 
positive while bond yields were steady. 

From the rest of the globe
In the UK, inflation was flat at 8.7% 
in May, although it was above market 
expectations at 8.4% and significantly 
higher than the BoE’s 2.0% target, which 
essentially ‘locks-in’ a BoE rate hike 
tonight with the question, is it 25bp or 
50bp! 

The ECB can only pause interest rate 
hikes at its September meeting if it’s 
certain that core inflation is under 
control Governing Council member Peter 
Kazimir stated, before adding “If the pace 
of underlying price increases persists, there 
will be further tightening.”

The minutes from the last BoJ meeting 
showed Governor, Kazuo Ueda, 
emphasise the central bank will persist 
with its easy monetary policies with price 
gains slowing toward the middle of this 
fiscal year. One colleague suggested it 
may worth revising its conduct regarding 
yield-curve control but noted it’s 
appropriate to “wait and see.”

The winning bid for a lunch with famed 
Bridgewater Associates founder and 
billionaire investor, Ray Dalio, sold for 
USD115,000… not quite in Warren 
Buffett territory but pretty impressive 
nevertheless. 
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