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MNI Fed Review: September 2022 
MNI View: Slightly Restrictive And Very Real 

By Tim Cooper 
 

The FOMC continued to ratchet up its hawkish inflation-fighting message at the September FOMC, which in 
addition to delivering the third consecutive 75bp hike as expected, used the Dot Plot to provide more specific 
contours to Chair Powell’s “restrictive policy stance for some time” message from Jackson Hole last month. 

• Another 75bp Fed funds hike in November, with 50bp in December, is now firmly the baseline outlook, with 
the peak rate seen above 4.5% next year. 

• The FOMC is also coming to grips with the economic weakness seen necessary to bring down inflation, 
with Powell acknowledging that there was no “painless way to do that”.  

• Real interest rates were a key theme: Powell's comments on what constituted "restrictive policy" suggest 
the real rates outlook will be increasingly key in assessing how “restrictive” the Fed sees policy. 

 
Dots Set Up 75bp In Nov, 50bp Dec, Higher Terminal Rate: With the Statement basically left unchanged (as 
MNI had anticipated, market focus was initially on the latest Summary of Economic Projections – and in particular 
the Dot Plot update’s end-2022 rate forecast and the 2023 "terminal" rate. Both conveyed a more aggressive hiking 
path than had been expected going into the meeting. The new dot plot is pictured below. 

• The 2022 dots showed a 4.4% median, 
implying 125bp hikes in Nov and Dec 
combined from 3.00-3.25% currently. There 
are now 18 dots in 2022 above 4% - in the 
June edition, there were zero. For context, 
the 2022 pre-meeting sell-side consensus 
was 3.9% (June’s SEP had 3.4% / market 
rate pricing 4.22%). A sub-4% 2022 dot 
was expected by almost half the sell-side.  

• The 2023 median dot of 4.6% was also 
well above expectations (sell-side analysts 
had been split between 4.1% and 4.4% / 
June SEP 3.8% / market 4.1%). A 2023 dot 
above 4.4% was anticipated by only a small 
handful. The 2023 Dots were split three 
ways, 6 each at 4.5%, 4.75%, and 5.0% 
(upper end of the target range).  

• The 2024 dots were far more dispersed, 
ranging between 2.75% and 4.75%, with 
the median (and mode, with 4 dots) at 
3.9%. And the 2025 dots – as expected – 
imply a move toward the longer-run rate, 
but with hugely varied expectations across 
the Committee (2.6% to 4.6% end-year). 

• The longer-run dot was unchanged though we did see a dot sneak in at 2.625% (last time there were only 
2 dots above 2.5%, now 3), and there are no longer any dots below 2.25%. 

 
Powell’s Implicit Endorsement: Notably, Chair Powell basically endorsed the new Dot Plot’s rate path, which has 
become something of a theme since June after years of pushing back on the Dots as a central FOMC forecast: 

• Responding to a question by MNI regarding how restrictive a 4.6% end-2023 rate would be, Powell said 
“let’s assume we do get to that level, which I think is likely”. 

• Regarding whether a 75bp hike in November was a baseline, Powell “the median for the year end suggests 
another 125 basis points and rate increases, but there's also another fairly large group that saw 100 basis 
points in addition to where we are today, that would be 25 basis points less. We didn't make that decision 
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today.” So while emphasizing the “meeting by meeting” approach, Powell acknowledged the 75/50 
sequence was the most likely scenario, though points out they could slow if the data are compelling. 

 
Terminal Rate Priced Above 4.6%, But Market Sees Cuts In H2 2023: Markets reacted to the decision and Dot 
Plot by taking the bearish post-Jackson Hole moves to greater extremes – curves flattened, with 2Y Treasuries 
underperforming (highest yields since 2007) on front-loaded rate hike repricing; the US dollar strengthened; and 
equities weakened. 70bp of implied hikes are priced for the Nov FOMC, with 120bp of hikes over the two meetings 
left this year to 4.28% for Dec'22. A terminal rate of 4.63% is now seen in May. But cuts are still expected in the 
second half of 2023, with a 4.27% implied rate in Dec’23. 
 
Analysts Raise Hike Forecasts, With More To Come: Several sell-side analysts immediately revised up their 
Fed hiking outlooks, with some matching the Dot Plot’s new path, and some upping their November hike outlooks 
to 75bp as opposed to 50bp. Changes we are aware of include Barclays, BNP Paribas, BofA, Danske, Goldman 
Sachs, JPMorgan, SocGen, TD, and UBS. There will likely be more, with about half the sell-side going into the 
meeting with a 2023 terminal rate of 4.25-4.50% or below – lower than the new Fed projection. 
 
Powell Gets Slightly Restrictive, And Very Real: Powell’s press conference opening statement was a rehash of 
his Jackson Hole speech, apart from some added commentary surrounding the SEP. The most revealing parts of 
the Q&A surrounded restrictive policy. For one thing, his comments on getting to a restrictive level of policy 
underlined that they had further to go to the upside (“we've just moved into the very lowest level of what might be 
restrictive. In my view and the view of the Committee, there's a ways to go.”). On what restrictive means, he 
defined it by way of factors that would put “downward pressure on inflation”, “at a place where real rates are 
positive… you would see positive real rates across the yield curve and that is an important consideration”.  More 
specifically, he said that when getting to a 4.6% terminal rate next year, he said “you'll have a positive federal funds 
rate at that point, which could be 1% or so. But I don't know exactly when it would be, but it would be significantly 
positive when we get to that level”. Expect further speculation about the real rates outlook as opposed to merely the 
nominal funds rate path going forward in assessing how “restrictive” the Fed sees policy. 
 
Economic Projections Show Some Pain… But Enough To Be Credible? The Fed's latest GDP growth 
forecasts were weaker than widely expected, while the unemployment rate projection - though very flat over 2023-
25 - shows perhaps a touch more weakness than had been expected by analysts going into the meeting.  

• Some analysts saw the 4.4% 2023-24 rate as consistent with the Fed implying a mild recession. Still, 
several post-meeting reviews questioned whether 
the projections implied sufficient "pain" vs what will 
be required to get inflation back down to 2%. 

• The distributions of the forecasts were also 
interesting. Only 2 participants of 19 pencilled in 
the unemployment rate going as high as 5% in the 
forecast horizon (in 2023), per the projection 
distribution. Only one sees PCE inflation above 
4% in 2023. All see it below 3% by 2024. 

• All saw their inflation as being more uncertain vs 
June's meeting, and all but 2 of the 19 saw the 
risks weighted to the upside. 

• However, the uncertainty over the unemployment 
rate has exceeded that of the inflation outlook for 
the first time since 2020 (see chart) – the most 
“stagflationary” narrative the Fed has conveyed in the last decade. 

 
Powell Gives And Takes On Housing: In terms of potential policy developments, there was nothing on 
administered rates brought up at this meeting, though on the balance sheet Powell seemingly put to rest 
speculation that the Fed would soon start selling MBS – he said that’s “not something we're considering right now 
and not something I expect to be considering in the near term”. However, in response to a separate question, he 
also pointed to the necessity of a housing market “correction”. 
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FED: FOMC Instant Answers 
 

• Federal Funds Rate Range Maximum: 3.25%  
• Interest Rate Paid on Reserve Balances (IORB): 3.15%  

• Offering rate on reverse repurchase agreement operations (ON RRP): 3.05%  
• Median Projection of Fed Funds Rate at End of 2022: 4.4%  
• Median Projection of Fed Funds Rate at End of 2023:  4.6%  
• Median Projection of Fed Funds Rate at End of 2024: 3.9%  
• Longer Run Projection of Fed Funds Rate: 2.5%  
• Number of 2022 dots > 3.875%: 18  
• Number of 2022 dots > 4.125%: 10  
• Number of 2023 dots > 4.375%: 12  
• Does the FOMC say it needs to see "clear and convincing evidence"/"compelling evidence" that 

inflation is easing? NO  
• Does it describe future policy as needing to be "restrictive”? NO  
• Does it say it will be "patient" in determining future rates adjustments? NO  
• Does it indicate it will accelerate balance sheet reduction above what was announced in May? NO 

 

FOMC Links: 
• Statement:  https://www.federalreserve.gov/newsevents/pressreleases/monetary20220921a.htm 

• Summary of Econ Proj: https://www.federalreserve.gov/monetarypolicy/fomcprojtabl20220921.htm  
• Implementation note: https://www.federalreserve.gov/newsevents/pressreleases/monetary20220921a1.htm 

• Press Conference: https://www.federalreserve.gov/monetarypolicy/fomcpresconf20220921.htm 
 

 
 
MNI POLICY TEAM STATE OF PLAY 
 
Fed Has 'Ways to Go' In Tightening Policy 
By Jean Yung 
 

MNI (Washington) - The Federal Reserve strengthened its resolve to arrest accelerating prices Wednesday, 

pledging to keep raising interest rates toward 5% until growth is below trend, the labor market has cooled and clear 
evidence that inflation is moving back to 2%. 

"We are taking forceful and rapid steps to moderate demand so it comes into better alignment with supply," Fed 
Chair Jerome Powell said after the FOMC lifted its benchmark overnight rate by 75 basis points for the third 
time in as many meetings to a 3%-3.25% range. 

The 19-member FOMC also penciled in additional rate increases this year and next, with policymakers evenly split 
between an additional 100 bps and 125 bps of hikes this year and the median official forecasting rates to hit 4.6% 
by the end of 2023. About a third of policymakers saw rates needing to be as high as 4.9% next year. MNI 
reported ahead of the meeting that a significant spike in rate hike projections was likely. 

https://www.federalreserve.gov/newsevents/pressreleases/monetary20220921a.htm
https://www.federalreserve.gov/monetarypolicy/fomcprojtabl20220921.htm
https://enews.marketnews.com/ct/x/pjJscAeJwrkI6almIxkjSw~k1zZ8KXr-kA8x6jAW8PxpokJjrtHcA
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"We'll need to bring our funds rate to a restrictive level and to keep it there for some time," Powell said. "We've just 
moved into the very lowest level of what might be restrictive. In my view and the view of the committee, there's a 
ways to go." 

CLEAR EVIDENCE 

Stocks sold off and yields surged across the curve shortly after the Fed decision, with the 2-year reaching a 
peak of 4.1168%, highest since 2007. The dollar also gained against a broad basket of currencies. 

The Fed's September economic projections show rates beginning to fall only in 2024, when headline PCE inflation 
retreats to 2.3%. Inflation is expected to end the year at 5.4%. 

Although energy prices have turned lower, "price pressures remain evident across a broad range of goods and 
services," Powell said, adding that officials continue to see upside risk to inflation. 

It will be appropriate to slow the pace of rate hikes as the full effect of tightening financial conditions starts to cool 
inflation, but if high inflation becomes entrenched in public thinking and decision-making, then the cost of getting 
back to price stability rises, Powell said. 

"Higher interest rates, slower growth and a softening labor market are all painful for the public that we serve, but 
they're not as painful as failing to restore price stability and having to come back and do it down the road again," he 
said. "We want to avoid that. We want to act aggressively now and get this job done and keep at it until it's done." 

MODEST COOLING 

Fed officials saw the unemployment rate rising to 4.4% next year and staying close to that level through 2025, 
several tenths above its estimated longer run level of 4.0%. 

The Fed chair noted only "modest evidence" so far that the labor market is cooling off. Job openings and quits rates 
are down a bit and wage growth "may be flattening out," Powell said. Employers reported hiring an 
average of 378,000 workers per month over the last three months, moderating slightly from the 493,000 pace the 
six months prior. 

"The labor market continues to be out of balance, with demand for workers exceeding the supply of available 
workers," Powell said. 

The FOMC hasn't given up on the idea of a soft landing, he added, but the chances of one are likely to diminish if 
policy needs to be more restrictive or tighter for longer. 

 

  

https://enews.marketnews.com/ct/x/pjJscAeJwrkI6almIxkjSA~k1zZ8KXr-kA8x6jAW8PxpokJjrtHcA
https://enews.marketnews.com/ct/x/pjJscAeJwrkI6almIxkjSQ~k1zZ8KXr-kA8x6jAW8PxpokJjrtHcA
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Analysts’ Key Comments 
 
The following analysts changed their Fed rate hike outlooks following the September FOMC meeting: 
ABN Amro, Barclays, BNP Paribas, BofA, Danske, Goldman Sachs, JPMorgan, SocGen, TD, UBS.  

ABN Amro: “Given [the FOMC’s] signaling, and the close proximity of the projected rate rises, we are upgrading 
our forecast for the peak in the fed funds rate upper bound to 4.5% from 4% previously. This is likely to be reached 
via one further 75bp hike at the November FOMC meeting, and a 50bp hike at the December meeting. This will 
take rates well into restrictive territory, assuming an estimated neutral rate of 2.5%... we continue to think the Fed is 
likely to modestly cut rates in the second half of 2023.” 

Barclays: “In line with the SEPs, we revise our call for the funds rate to a 75bp hike in November (versus 50bp 
prior), followed by a 50bp increase in December (versus 25bp prior). This would bring the year-end fed funds target 
range to 4.25-4.50%. At the February 2023 meeting, we expect the FOMC to raise its policy rate one more time, by 
25bp, pushing the target range to a cycle peak of 4.50-4.75%. We continue to think that the FOMC will cut its funds 
rate by 50bp in the latter portion of the year, with our outlook anticipating a rising unemployment rate, PCE price 
inflation descending into the low 2.0%s, and the economy experiencing meager growth.This path lifts the our 
estimate of the funds rate at end-2023 by 25bp, to a range of 4.00-4.25%” 

BMO: “Bottom line: It’s looking like a fourth consecutive 75 bp rate hike on November 2nd.” 
 
BNP Paribas: “The Fed’s baseline now looks to be a fourth 75bp hike in November and a downshift to 50bp in 
December. We are adjusting our Fed and economic projections accordingly. We now anticipate 125bp of 
tightening in Q4 to a terminal funds rate of 4.50%. … and as a result a weaker trajectory for growth and higher 
unemployment. Relative to the Fed, we expect a more austere outcome for growth and unemployment but also 
stickier inflation, necessitating fed funds remaining at a slightly lower peak for a considerably longer period of time.” 
 
BofA: “In response to the meeting, we revise our outlook higher for the target range for the federal funds rate in the 
current tightening cycle. We now expect the Fed to raise its policy rate by 75bp in November and 50bp in 
December, followed by two 25bp rate hikes in February and March of next year. This would bring our new forecast 
for the terminal target range for the funds rate to 4.75-5.0%. Previously we had anticipated 100bp of hikes after the 
September FOMC meeting for a terminal rate of 4.0-4.25%. Hence, our revised outlook involves another 75bp of 
rate hikes relative to our prior baseline forecast.” 
 
CIBC: “To bring interest rates in line with the median dot plot by the end of the year, the most likely path would be 
one 75bp and one 50bp move at the next two meetings. However, it should be noted that the distribution of the dot 
plots suggests a greater likelihood of doing less than this rather than more. Indeed, the number of participants who 
projected 100bp in cumulative rate hikes over the coming two meetings (8) was very close to the number that 
projected a cumulative 125bp (9). And, as usual, we don’t know which projections are from voting and non-voting 
members at the current time. Because of this, we are sticking with our forecast for two 50bp hikes at the November 
and December meetings at this stage. Whether we see that further interest rate hike next year [implied by the 2023 
median dot] will be more dependent on how the economy progresses than the immediate decisions this year.” 
 
Commerzbank: “Powell made it very clear again today that the Fed is giving priority to fighting inflation. As a 
result, key rates are likely to rise much higher than most observers and the Fed itself had originally expected. 
These steps will probably take place quite quickly. In addition, the high interest rates will probably be maintained for 
some time. According to Powell, economic history clearly warns against easing policy again too soon.” 
 
Danske: “We revise our Fed call and now expect two more 75bp hikes in the November and December meetings, 
which would end the hiking cycle at 4.25-4.50% by year-end.” 
 
Goldman Sachs: “The FOMC's revised projections provided the key takeaways from the September meeting. We 
had expected a nod toward a slower pace in November and are revising our forecast for rate hikes to 75bp in 
November, 50bp in December, and 25bp in February, for a peak funds rate of 4.5-4.75% (vs. 4-4.25% previously)." 

• "The path of the funds rate in 2023 will depend mainly on two issues. The first is how quickly growth, hiring 
and inflation slow. While there are risks in both directions, we see more risk that a higher peak rate will be 
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needed to reverse overheating than that the Fed will stop earlier. The second is whether FOMC 
participants will really be satisfied with a sufficiently high level of the funds rate and willing to slow or stop 
tightening while inflation is still uncomfortably high. While the goalposts shifted today,this appeared to be a 
one-time adjustment as participants raised their estimate of the short-run nominal neutral rate to reflect the 
high inflation environment. 

• "The dot plot also showed a median projection of 175bp of total rate cuts in 2024 and 2025. We would not 
put much weight on this. In our view, if rate hikes solve the inflation problem without a recession, the 
FOMC would most likely wait until something goes wrong to cut rather than cutting just for the sake of 
returning to neutral. That said, the higher the funds rate goes, the more likely it is that some easing will be 
needed to prevent a slowdown from going too far." 
 

ING: “Given the Fed’s aggressive stance and the likelihood that inflation moves little over the next month while job 
creation remains firm, we expect the Fed to hike 75bp for a fourth consecutive time at the November 2nd FOMC 
meeting. Come the December FOMC meeting we are more hopeful that we will see clearer signs of moderating 
price pressure on the lead indicators, but we are also fearing weaker activity data that may be enough to convince 
the Fed to move more cautiously. 50bp is our call, which would leave the target range at 4.25-4.5%, but we 
certainly can't dismiss the possibility of a fifth 75bp hike.” 

• But “We think the Fed could swing aggressively to policy easing in 2H 2023…we are forecasting rate cuts 
throughout the second half of 2023 with our best guess for where the Fed funds rate ends the year being 3-
3.25% – more than 100bp below where the Fed is indicating.” 

 
JPMorgan: Given the Fed's new forward guidance, "we revise our Dec Fed call from 25bp to 50bp, with terminal 
expected at 4.50% early next year. Of course we could get 75bp at the Nov meeting instead of our expected 50bp, 
but Powell's prepared remarks did not tease that for the next meeting the way his July prepared remarks did, so we 
think we'd need to see stronger-than-expected data to get 75."  

• "The new economic forecasts are not only more hawkish but somewhat more realistic, as they now 
recognize at least some labor market weakness will be needed to get inflation down. Even so it's still close 
to an immaculate disinflation, as only a whiff of labor market weakness generates a very sizable decline in 
inflation." 

 
NatWest: “The 4.375% year end 2022 estimate implies 125bp of additional tightening between November (75bps?) 
and December (50bps?). This pace matches our own Fed call for 75bps in November and 50bps in December. We 
continue to expect another 50bps in rate hikes in H123, while the latest dot plot only showed 25bps worth of 
tightening next year.” 
 
 
Nordea: “All-in-all there was little new in the statement or press conference. The message of keeping monetary 
policy tight for some time in order to make sure inflation comes down was well telegraphed at Powell’s speech at 
Jackson Hole less than a month ago.” 
 
Rabobank: “Roughly speaking, the FOMC projections suggest 125 more bps this year, followed by 25 bps next 
year. This is in line with our own forecast as far as 2022 is concerned, but for next year we expect 
50 bps. We expect 75 bps in November, followed by 50 in December, 25 in February and 25 in March…. the main 
reason why we remain above consensus in our forecasts for the Fed and money market rates is that we think that a 
wage-price spiral has started that will keep inflation persistent. With the Fed clearly prioritizing price stability over 
full employment, this is going to push the FOMC higher than they currently anticipate.” 
 
RBC: “The problem for the Fed is there’s really no off-ramp from this aggressive stance in the here and now. They 
are virtually bound to do another 75 at the November meeting and then 50 in December (consistent with their new 
median dot for ’22). We think data will continue to slow between now and the end of the year (just to be abundantly 
clear, it’s already slowing) but it will not deteriorate enough to stop a Fed that has created a very high hurdle to 
stop.” 
 
Scotiabank: “A reasonable forecast for where the Fed funds upper limit is going based upon today’s guidance and 
nearer term expectations for inflation would be to assume a 75bps hike in November, another 50 in December, and 
then either 25 or 50 in January with a pause signal conditional upon data and developments which would have the 
policy rate at 4.75–5% by 2023Q1. This is a little higher than markets are pricing even in the aftermath of the 
communications.” 
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• “Neutral is a difficult concept to nail and can vary over time but 31⁄4% being the ‘very lowest level’ of 
restrictive is a hawkish signal.” 

• “Note the progression of thinking from how there is a path to a soft landing to then saying there is a narrow 
path to a soft landing, to then saying the path was narrower and now sounding even less convinced by 
abandoning any reference whatsoever to a path!” 

 
SEB: “So far …  the economy has remained resilient, the labor market is still overheated and core inflation sticky. 
This suggests an upside risks to our current forecast of a 50bps increase at the next meeting in 1-2 November and 
our projected policy rate peak of 3.75%-4.00% by year-end.” 
 
SocGen: “We raise our 2022 and early 2023 forecasts to meet guidance. FOMC dot-plot projects a 4.4% fed funds 
rate at the end of the year and 4.6% at end-2023. We assume the dot-plot signals a terminal rate of 4.6%; however, 
Fed officials could see a higher rate within 2023 with cuts by year-end. 

• “We project a mild recession in early 2024. The FOMC’s move increases conviction, and the risk is for a 
potentially earlier recession… Fed projects higher unemployment rate of 4.4%. To us that is a mild 
recession.” 

 
Swedbank: “We think the Fed will continue to deliver front-loaded rate hikes at the remaining two meetings this 
year – 75bp in November and 50bp in December – as well as a final 25bp hike early next year. That would bring 
the target range for the federal funds rate to 4.50–4.75%. That’s a level far above the Fed’s projection of a 
neutral rate and should cool the economy. We then expect the Fed to hold rates at this level for some 
time, likely for the entirety of 2023.” 
 
TD: “Given that the momentum in underlying inflation trends is persistently inconsistent with the Fed's target, we 
expect that the Fed will in the end be forced to finish its hiking cycle somewhat above this SEP projection [4.6% in 
2023]. We, therefore, change our terminal rate forecast from 4.25-4.50% to 4.75-5.00%, with not only a 75bp hike 
in November and 50bp in December but also 25bp rate increases in February and March.” 

• “The amount of real tightening that we expect will likely lead to a recession in 2023Q4. Consequently, we 
are of the view that by its December 2023 meeting the FOMC would feel the need to cut its Fed Funds rate 
by 25bp, followed by a total of 200bp worth of further rate cuts in 2024.” 

 
UBS: “We now expect a fourth 75 bp rate hike in a row at the November FOMC meeting, followed by a 50 bp rate 
hike at the December FOMC meeting, bringing the target range for the federal funds rate to 4.25% to 4.5% at the 
end of this year. Previously we expected a 50 bp rate hike at the November meeting..…we would expect Chair 
Powell's assumption to be in line with the median 2022 assumption reported today in the SEP, consistent with a 75 
bp rate hike in November and a 50 bp rate hike at the December meeting. Given the information to come between 
now and then, we fail to see that majority of the FOMC dissuaded from what they assume today.” 

• “By the meeting concluding February 1 of 2023, however, we expect the effect of the cumulative policy 
adjustments to be more obvious, and the FOMC to pause and assess the tightening put in place by that 
time. We expect the risks of a hard landing are rising. We view this as quite restrictive policy. Next year, we 
expect inflation to make more progress toward 2.0% than the FOMC appears to, and we expect the labor 
market to slow considerably. As a result we would expect the FOMC to turn to lowering interest rates, with 
three 25 bp reductions, even if the FOMC remains restrictive, at the end of next year. 

 
Wells Fargo: “At some point, the FOMC will feel comfortable enough to slow the pace of tightening from 75 bps 
per meeting to 50 bps or 25 bps. We expected a downshift to 50 bps at the November FOMC meeting, but with 
today's dot plot in hand and just one CPI report between now and the November meeting, another 75 bps rate hike 
is squarely on the table. The balance of risks are clearly tilted to the upside for our current forecast of a peak fed 
funds rate of 4.00%-4.25%.” 
 
Wrightson ICAP: “The 2022 dots were more hawkish than we expected – but only by the narrowest of margins.  
The median dot for this December assumes a cumulative rate hike of 125 basis points over the final two meetings 
of the year.  However, the dot plot distribution shows that the committee was split:  nine members favoured 125 bp 
while eight thought that 100 bp might be enough.  (There were two additional outliers:  one calling for just 75 basis 
points of cumulative tightening and one calling for 150.)  

• “As a result, the mean of the December 2022 distribution implies an increase of just 113 basis points in the 
funds rate over the final two meetings of this year, versus the 125 basis point increase implied by the 
median.  The weighted average of the Fed dots – which is conceptually more comparable to a market rate 
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than the FOMC median – is actually five basis points more dovish than current forward rates imply.  We 
think the Fed will in fact tighten by 125 basis points in the fourth quarter, but the dot plot indicates that the 
FOMC as a whole was still on the fence on that question at this week’s meeting.” 

Statement Changes (Vs July FOMC) 
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Dot Plot / Econ Projections  
 
 
Economic projections of Federal Reserve Board members and Federal Reserve Bank presidents, under their individual 
assumptions of projected appropriate monetary policy. Source: Federal Reserve 
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Participants’ assessments of appropriate monetary policy: Midpoint of target range or target level for the 
federal funds rate. Source: Federal Reserve 
 

 

SEPTEMBER 2022 FOMC: 

 
 

JUNE 2022 FOMC: 
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Press Conference Highlights 
 
As live-reported by MNI Analysts and Policy Reporters on our MainWire, IB and Bullets services (transcript 
may not exactly match what what said).  MNI’s Unofficial Press Conference Transcript: 
 https://roar-assets-auto.rbl.ms/documents/18511/Powell.9.21.22.pdf 
 
On forward guidance: “Over coming months, we will be looking for compelling evidence that inflation is moving 
down, consistent with inflation returning to 2 percent. We anticipate that ongoing increases in the target range 
for the federal funds rate will be appropriate; the pace of those increases will continue to depend on the incoming 
data and the evolving outlook for the economy. With today’s action, we have raised interest rates by 3 percentage 
points this year. At some point, as the stance of monetary policy tightens further, it will become appropriate to slow 
the pace of increases, while we assess how our cumulative policy adjustments are affecting the economy and 
inflation. We will continue to make our decisions meeting by meeting and communicate our thinking as clearly as 
possible. Restoring price stability will likely require maintaining a restrictive policy stance for some time. The 
historical record cautions strongly against prematurely loosening policy.” 
 
On the 2022 median Dot signalling 125bp of further hikes this year: “We make one decision per meeting. This 
meeting, we decided to raise the rate by 75. You're right that the median for the year end suggests another 125 
basis points and rate increases, but there's also another fairly large group that saw 100 basis points addition to 
where we are today, that would be 25 basis points less. We didn't make that decision today. We didn't vote on that. 
I would say that we're committed to getting to a restrictive level for the federal fund rate and getting there pretty 
quickly. And that's what we're thinking about.” 
 
On not hiking 100bp at this meeting: “As we said at the last press conference and in between that one and this 
one, we said that we would make our decision based on the overall data coming in. If you remember, we got a 
surprisingly low reading in July. And a surprisingly high reading for August. So … you never want to overreact to 
any one data point. If you look at them together -- if you really look at this year's inflation, three, six, and twelve-
month, it's running too high. You don't need to know much more than that.” 
 
On the impact of rate hikes on growth: “Reducing inflation is likely to require a sustained period of below-trend 
growth, and there will very likely be some softening of labor market conditions. Restoring price stability is essential 
to set the stage for achieving maximum employment and stable prices over the longer run. We will keep at it until 
we are confident the job is done.” 
 
On the lagged effect of monetary tightening: “Monetary policy works with lags… it's likely to take some time to 
see the full effect on inflation. So we are very much mindful for that. And that's why I noted in my opening remarks 
that at some point as the stance of policy tightens, it will become appropriate to slow the pace of rate hikes while 
we assess how adjustments are affecting the economy.” 
 
On pausing rate hikes and getting into restrictive territory, with “a ways to go”: “There is a possibility that we 
would go to a certain level that we're confident in and stay there for a time. But we're not at that level. Clearly today 
we're just -- we've just moved into the very lowest level of what might be restrictive. In my view and the view of the 
Committee, there's a ways to go.” 
 
On what restrictive policy looks like: “We believe that we need to raise our policy stance overall to a level that is 
restrictive. And by that I mean is …  putting meaningful downward pressure on inflation….it’s a challenging 
assessment. You look at broader financial conditions. You look at where rates are, credit spreads, at financial 
condition indexes. This is something we talk about in all of our meetings. You see this in the committee forecast. 
You want to be at a place where real rates are positive. I think that would be the case if you look at the numbers 
we're writing down and think about -- measure those against a forward-looking assessment of inflation 
expectations. You would see positive real rates across the yield curve and that is an important consideration.” 
 
On how to calculate real interest rates: “Let’s assume we do get to that level [4.6% in 2023], which is likely. 
What you're going to do is adjust that for some forward looking measure of inflation. And … you pick your measure. 
There are all different things you could pick. You'll get a positive number. In all cases you will get forward inflation 
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expectations in the short term that will be significantly less. So you'll have a positive federal funds rate at that point, 
which could be 1% or so. But I don't know exactly when it would be, but it would be significantly positive when we 
get to that level.” 
 
On achieving a soft landing, vs recession risks: “We have always understood that restoring price stability while 
achieving a relatively modest increase in unemployment and a soft landing would be very challenging. And we 
don't know. No one knows whether this process will lead to a recession or if so, how significant that recession 
would be. That's going to depend on how quickly wage and price inflation pressures come down, whether 
expectations remain anchored, and whether -- also do we get more labor supply, which would help as well. In 
addition, the chances of a soft landing are likely to diminish if policy needs to be more restrictive or for longer…. [on 
the odds of recession] I don't know what the odds are. There's a very high likelihood that we'll have a period of 
what I mentioned is below-trend, by which I mean much lower growth. And we're seeing that now.” 
 
On economic “pain”: “If we want to set ourselves up, light the way to another period of [a] very strong labor 
market, we have got to get inflation behind us. I wish there were a painless way to do that. There isn't.” 
 
On selling MBS: “We said we would consider that once balance sheet runoff is well under way. It's not something 
we're considering right now and not something I expect to be considering in the near term. It's something we will 
turn to, but the time for turning it to is not close.” 
 
On the necessity of a housing market “correction”: We've had a time of a red hot housing market all over the 
country … there was a big imbalance between supply and demand. Housing prices were going up at an 
unsustainably fast level. The deceleration should help bring prices more closely in line with rents and other housing 
market fundamentals. And that's a good thing. For the longer term, what we need is supply and demand to get 
better aligned so housing prices go up reasonably and people can afford houses again. In the housing market, we 
have to go through a correction to get back to that place.” 
 


