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Fed Projects Improving Economic Conditions

At the conclusion of its March meeting, the Federal Reserve pledged to maintain its highly supportive mone-
tary policy until the U.S. economy recovers further from the effects of the coronavirus pandemic. Most of the
18 Fed officials at the meeting still expect to hold short-term interest rates near zero through 2023, accord-
ing to updated economic projections released Wednesday. Positively for short-term investors and savers,
seven Fed officials now expect to start lifting rates in 2022 or 2023, up from five in December. Showing that
some Fed members project “liftoff” even sooner, four officials now expect a rate hike next year, up from only
one in December.

The Fed also plans to continue buying at least $120 billion per month of Treasury debt and mort-
gage-backed securities until “substantial further progress” is made on economic growth, employment and
inflation. The Fed’s economic projections are a growing focus of market participants. While the headlines of
low rates and continued bond buying remain very dovish, these projections allow Fed observers to gain

a better understanding of how Fed officials gauge growth and risks.
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Personal Consumption Expenditures (Core PCE) all 6
improved from December.
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measures are extremely important, boosting
inflation may be the larger challenge. The Fed'’s Core PCE

statement says inflation needs to be at 2.0% and 3
on track to exceed the target for some time before
they hike. The current forecast shows this to be
the case. If 2% inflation can be reached or exceed-
ed over the next year, we expect more Fed officials
to call for a rate hike in late 2022 or 2023.
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