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Fast Comment US

Pause, Play, Pause? Hike today, outlook clouded in data-
dependence; July Fed monetary policy decision

¢ Fed takes action after the June hold: Raises policy rate to 5.25-5.5% range
¢ Dovish tweak in guidance: Depend on incoming data, no reference to June "dot plot" autumn hike
¢ Widely expected Fed decision, hence limited impact on BoE, ECB, Norges Bank, Riksbank outlooks

e Our base case is that this was Fed's last hike, but we see risks on the upside

Fed takes action after the June hold: Raises policy rate to 5.25-5.5% range

The Federal Reserve raised its policy rate by 25bp, to the 5.25-5.5 percent range, as anticipated by virtually all economists and
fully priced in by markets. The Fed's press release hints that the FOMC has been somewhat surprised by the overall strength of
the US economy, calling the current expansion "moderate" rather than using the "modest" label used in June. Apart from that,
the statement is fully intact.

This policy action and forward guidance were expected, but Fed Chair Jerome Powell's press conference communication was
interpreted as marginally dovish. Hence, a significant market impact materialised, with markets no longer pricing a 50 percent
probability of another rate hike, but instead around 40 percent. The dollar weakened somewhat, while the equity market popped
and then fell back again.

Dovish tweak in guidance

The overall forward guidance is one of data dependent policy-making, with the FOMC keeping the phrase that it "will continue to
monitor the implications of incoming information for the economic outlook" to shape policy. Powell clarified further by saying
decisions will be made "meeting by meeting”, and the FOMC has not yet considered going to an "every-other-meeting"-mode. If
incoming data warrants it, it is "possible that we raise at September meeting, also possible that we hold the rate unchanged"”,
Powell stated, and added the FOMC will "certainly hold rates high for some time".

The marginally dovish tilt in Powell's press conference was the Fed Chair refraining from repeating the median of the rate
forecasts that FOMC members entered at the June meeting, showing one more hike likely this autumn. It appears the Fed is
now genuinely data dependent.

All told, this was still a Fed decision without major surprises, and hence it has only a limited impact on the BoE, ECB, Norges
Bank, and Riksbank outlooks.

Our base case is that this was Fed's last hike, but we see risks on the upside
Since the June Fed decision, we lifted our policy rate forecast by 25bp, implying that today's rate rise would be the final one in
this cycle. As the spring banking worries have calmed surprisingly well and the US economy is still rather robust, we now see

some risk that we will need to lift the forecast again. However, Powell revealed that the new Senior loan officer survey will
broadly show tight credit conditions, "as you would expect". No signal that this news was a trigger for worries among FOMC
members, nor caused the marginally dovish tone, but something that speaks against a possible change of our forecast. Next full
Handelsbanken macro forecast is out on September 20, but before then do not miss the Jackson Hole central bankers' meeting
August 24-26.
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Research disclaimers

Handelsbanken Capital Markets, a division of Svenska Handelsbanken AB (publ) (collectively referred to herein as ‘SHB’), is
responsible for the preparation of research reports. SHB is regulated in Sweden by the Swedish Financial Supervisory Authority,
in Norway by the Financial Supervisory Authority of Norway, in Finland by the Financial Supervisory Authority of Finland and in
Denmark by the Danish Financial Supervisory Authority. All research reports are prepared from trade and statistical services and
other information that SHB considers to be reliable. SHB has not independently verified such information.

In no event will SHB or any of its affiliates, their officers, directors or employees be liable to any person for any direct, indirect,
special or consequential damages arising out of any use of the information contained in the research reports, including without
limitation any lost profits even if SHB is expressly advised of the possibility or likelihood of such damages.

The views contained in SHB research reports are the opinions of employees of SHB and its affiliates and accurately reflect the
personal views of the respective analysts at this date and are subject to change. There can be no assurance that future events
will be consistent with any such opinions. Each analyst identified in this research report also certifies that the opinions expressed
herein and attributed to such analyst accurately reflect his or her individual views about the companies or securities discussed in
the research report. This research report does not, and does not attempt to, contain everything material that there is to be said
about the company or companies described herein. For additional information about our research methodology please visit,
https://www.researchonline.se/desc/disclaimers

Research reports are prepared by SHB for information purposes only. The information in the research reports does not
constitute a personal recommendation or personalised investment advice and such reports or opinions should not be the basis
for making investment or strategic decisions. This document does not constitute or form part of any offer for sale or subscription
of or solicitation of any offer to buy or subscribe for any securities nor shall it or any part of it form the basis of or be relied on in
connection with any contract or commitment whatsoever. Past performance may not be repeated and should not be seen as an
indication of future performance. The value of investments and the income from them may go down as well as up and investors
may forfeit all principal originally invested. Investors are not guaranteed to make profits on investments and may lose money.
Exchange rates may cause the value of overseas investments and the income arising from them to rise or fall. This research
product will be updated on a regular basis.

No part of SHB research reports may be reproduced or distributed to any other person without the prior written consent of SHB.
The distribution of this document in certain jurisdictions may be restricted by law and persons into whose possession this
document comes should inform themselves about, and observe, any such restrictions.

The report does not cover any legal or tax-related aspects pertaining to any of the issuer’s planned or existing debt issuances.
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