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Jerome H. Powell – Jackson Hole, Wyoming (via Webcast)

The Fed’s Policy review…
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Four Economic Developments motivated 
this 2019 review:

1. The long-run growth rate of US GDP has 
declined

2. The general level of interest rates has 
fallen in the US and around the world

3. Until earlier this year the recent expansion 
saw the best labour market years, with 
gains shared more widely across society.

4. This historically strong labour market did 
not trigger a significant rise in inflation.

Persistent undershooting of inflation

Source: Federal Reserve/Jackson Hole 27 8 2020



New framework to emphasise full employment and target average inflation

Shortfalls of employment from its maximum level Inflation – Core Personal Consumption expenditure deflator 

Fed Policy Review:
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Summary

New Fed Statement 

Price Stability
• “In order to anchor longer-term inflation expectations at this level, the Committee seeks to achieve 

inflation that averages 2 percent over time.”

• “Our decisions about appropriate monetary policy will continue to reflect a broad array of 
considerations and will not be dictated by any formula.”

Employment
• Fed Policy informed by “assessments of the shortfalls of employment from its maximum level" rather 

than by "deviations from its maximum level" as in the previous statement

• “Maximum employment is a broad based and inclusive goal” with particular benefits for “low & 
moderate income communities.”

Our Conclusions
• Dovish – a higher tolerance for inflation but how relevant for now?

• Significant – Early, forceful, pragmatic (flexible inflation targeting)

• Inclusive employment goal – a welcome but quiet revolution
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US inflation expectations tick up, Dollar lower, bond curve steepens…

US inflation expectations climbing as dollar falls… Modest rise in US bond yields this month…

Market Reaction: 
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Asset Returns (Sterling Investor) Could this signal a move up in bond market volatility? 

Market Performance H2 2020 to date 
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Market ‘Heavyweights’ dominate again FAANGs surge on strong earnings & post COVID economy

Could this be the beginning of a change in equity leadership…?
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Fang + Index includes: FB, 
APPL, AMZN, NFLX,, BABA, 
BIDU, NVDA. TSLA, TWTR



Important information

If you are a private investor, you should not act or rely on this document but should contact your professional adviser

For your protection, telephone calls may be recorded. This document has been issued by Sarasin & Partners LLP which is a limited liability partnership registered 
in England and Wales with registered number OC329859 and is authorised and regulated by the UK Financial Conduct Authority and passported under MiFID to 
provide investment services in the Republic of Ireland.

It has been prepared solely for information purposes and is not a solicitation, or an off er to buy or sell any security. The information on which the document is 
based has been obtained from sources that we believe to be reliable, and in good faith, but we have not independently verifi ed such information and no 
representation or warranty, express or implied, is made as to their accuracy. All expressions of opinion are subject to change without notice.

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally invested. This can be 
as a result of market movements and also of variations in the exchange rates between currencies. Past performance is not a guide to future returns and may 
not be repeated.

Neither Sarasin & Partners LLP nor any other member of Bank J. Safra Sarasin Ltd. accepts any liability or responsibility whatsoever for any consequential loss of 
any kind arising out of the use of this document or any part of its contents. The use of this document should not be regarded as a substitute for the exercise by 
the recipient of his or her own judgment. Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material referred to 
herein and/or any of the information upon which it is based, prior to publication of this document. Where printed by Sarasin & Partners, this document has been 
printed on FSC certifi ed sustainably sourced or 100% recycled paper.

© 2020 Sarasin & Partners LLP – all rights reserved
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