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 US Fed not thinking of tightening monetary policy 

 

The Fed's interest rate-setting committee (FOMC) saw no reason to change 
monetary policy, which was expected by the markets. There were also no 
relevant changes in the statement after the meeting. Only the description of 
the latest economic data was adjusted. The economy and level of 
employment were described as strong, the recent rise in inflation as 
temporary.  
 
In the press conference, Fed Chair Powell gave no indication of an emerging 
need to tighten monetary policy. On the contrary, the signals were clearly in 
the direction of an unchanged loose monetary policy for some time to come. 
This can be seen in two statements that were probably repeated most often 
during the press conference. 
 
Chairman Powell emphasized several times substantial further progress 
towards monetary policy goals as a prerequisite for a reduction in monthly 
securities purchases. Almost more importantly, he stressed that it would take 
some time before such progress could be seen. In our view, this takes the 
next FOMC meeting in June out of the running. July would be possible, but it 
could also be September, according to these statements. It was also 
confirmed that there would be ample time before purchases are actually 
reduced. We continue to assume January 2022. 
 
The second point Powell repeated several times was the imminent temporary 
rise in inflation. Base effects from the previous year make the increase during 
the coming months relatively clear. In addition, the Fed expects price 
pressures from temporary bottlenecks resulting from the ramp-up of the 
economy. The unwinding of these bottlenecks could drag on into next year. 
With this, Powell wanted to clearly signal that the coming increases in inflation 
will not trigger a reaction from the FOMC and that the body is prepared for a 
relatively long time to see the reason for price increases in precisely these 
bottlenecks.   
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This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated 
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to Art. 36 (1) delegated Regulation (EU) 2017/565. It has not been prepared in accordance with legal requirements designed to 
promote the independence of investment research and it is not subject to the prohibition on dealing ahead of the dissemination 
of investment research. The information only serves as non-binding and additional information and is based on the level of 
knowledge of the person in charge of drawing up the information on the respective date of its preparation. The content of the 
publication can be changed at any time without notice. This publication does not constitute or form part of, and should not be 
construed as, an offer, recommendation or invitation to subscribe for or purchase any securities, and neither this publication nor 
anything contained herein shall form the basis of or be relied on in connection with or act as an inducement to enter into any 
contract or inclusion of a security or financial product in a trading strategy. Information provided in this publication are based on 
publicly available sources which Erste Group considers as reliable, however, without verifying any such information by 
independent third persons. While all reasonable care has been taken to ensure that the facts stated herein are accurate and that 
the forecasts, opinions and expectations contained herein are fair and reasonable, Erste Group (including its representatives 
and employees) neither expressly nor tacitly makes any guarantee as to or assumes any liability for the up-to-dateness, 
completeness and correctness of the content of this publication. Erste Group may provide hyperlinks to websites of entities 
mentioned in this document, however the inclusion of a link does not imply that Erste Group endorses, recommends or approves 
any material on the linked page or accessible from it. Neither a company of Erste Group nor any of its respective managing 
directors, supervisory board members, executive board members, directors, officers of other employees shall be in any way 
liable for any costs, losses or damages (including subsequent damages, indirect damages and loss of profit) howsoever arising 
from the use of or reliance on this publication. Any opinion, estimate or projection expressed in this publication reflects the 
current judgment of the author(s) on the date of publication of this document and do not necessarily reflect the opinions of Erste 
Group. They are subject to change without prior notice. Erste Group has no obligation to update, modify or amend this 
publication or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast 
or estimate set forth herein, changes or subsequently becomes inaccurate. The past performance of securities or financial 
instruments is not indicative for future results. No assurance can be given that any financial instrument or issuer described 
herein would yield favorable investment results or that particular price levels may be reached. Forecasts in this publication are 
based on assumptions which are supported by objective data. However, the used forecasts are not indicative for future 
performance of securities or financial instrument. Erste Group, its affiliates, principals or employees may have a long or short 
position or may transact in the financial instrument(s) referred to herein or may trade in such financial instruments with other 
customers on a principal basis. Erste Group may act as a market maker in the financial instruments or companies discussed 
herein and may also perform or seek to perform investment services for those companies. Erste Group may act upon or use the 
information or conclusion contained in this publication before it is distributed to other persons. This publication is subject to the 
copyright of Erste Group and may not be copied, distributed or partially or in total provided or transmitted to unauthorized 
recipients. By accepting this publication, a recipient hereof agrees to be bound by the foregoing limitations.  
Erste Group is not registered or certified as a credit agency in accordance with Regulation (EC) No 1060/2009 of the European 
Parliament and of the Council of 16 September 2009 on credit rating agencies (the Credit Rating Agencies Regulation). Any 
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