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Market Watch

Fed hints at a slower pace
of rate hikes

Summary

The US Federal Reserve hiked rates by 75bp for the
second consecutive meeting and Fed Chair Powell guided
that a similar move was possible in September, while
downplaying concerns about a recession. He left the door
open for a slower pace of hikes if inflation decelerates.

The S&P500 and Nasdaq stock market indices rose 2.6%
and 4.2% respectively, while US government bond yields
and the USD fell. Weaker USD and lower bond yields
pushed gold higher.

The Fed faces a tough balancing act as it raises interest
rates, with economic data slowing in recent weeks. The sharp
revisions lower in Q2 GDP estimates highlight the risk of a
quarterly contraction, implying the US may have entered a
technical recession in H1.

Background

The Fed remains focussed on curbing inflation. The rise
in June CPI to 9.1% y/y had paved the way for the 75bp rate
hike this month. Given the high and sticky inflation which has
surprised markets and the Fed multiple times, the Fed is
unlikely to back off unless there are sustained signs of a
decline in inflation. Powell also signalled that the Fed would
set policy on meeting-by-meeting basis, rather than offering
explicit forward guidance.

Growth outlook remains the key. In the press conference
after the FOMC meeting, Fed Chair Powell rejected the
speculation that the US was in a recession, pointing towards
strong labour markets and a low unemployment rate.
However, the risks to growth have clearly risen as evidenced
by the sharp contraction in flash PMI data, subdued
consumer confidence and slower retail sales.

Powell’s hint of a slower pace of rate hikes was likely the
main driver for the sharp bounce in equities. However,
bond yields declined marginally, with 2-year yields declining
nearly 12bp intra-day before edging modestly higher. Lower
bond yields and the broader risk-on sentiment drove the USD
lower.
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The rise in US stocks and fall in USD following the Fed
decision suggests that markets focussed on the
possibility of a slower pace of rate hikes going forward

1-day price return (%) on 27-28 July (as of 8:40AM SGT)
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Market-implied peak Fed Funds rate expectation has
fallen sharply relative to post-June FOMC meeting

Market-implied Fed interest rates until early 2024
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What does this mean for investors?

Lack of forward guidance is likely to bring economic data
to the forefront. Powell's message that the Fed is likely to
remain data dependent is likely to increase market volatility
around economic data releases.

The release of Q2 US GDP data later today will be closely
watched. While Powell downplayed recession risks, Atlanta
Fed’s NOWCast model has been flagging risks of GDP
contraction in Q2, following a 1.6% contraction in Q1. The
consensus growth forecast has been revised lower from
3.0% in June to 0.5% in the latest survey of economists.
Hence, the risks of a technical recession have risen, although
we acknowledge that NBER, which officially calls US
recessions, may not do so, as it looks at a number of
indicators, including US labour market data.

Additionally, the US PCE deflator (the Fed’'s favoured
measure of inflation), personal income and University of
Michigan consumer sentiment data releases on Friday could
also be catalysts for sharp market moves in the near-term.

The pace of rate hikes likely to slow. The Fed officials will
have the opportunity to assess two additional inflation and job
market data prints before the next FOMC meeting on 21
September. Given the recent decline in energy and food
prices as well as base effects, it is possible that inflation may
show signs of peaking in the coming months. Additionally, we
believe that greater political uncertainty around mid-term
elections in November and slowdown in economic growth
may lead the Fed to slow the pace of rate hikes later this year.
Hence, we expect the Fed to hike rates by another 75bps
from now till end-2022.

Remain diversified. Elevated risks to growth, as the Fed
keeps hiking, justifies maintaining a diversified investment
allocation and adding to bonds at the expense of equities.
Given the divergent growth trajectories for Asia and the US,
we maintain our preference for Asia ex-Japan equities and
Asian USD bonds.

— Abhilash Narayan, Senior Investment Strategist

The US 2-year government bond yield fell sharply after
the FOMC meeting
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The S&P 500 index bounced higher from the 50-day
moving average of 3919 following the FOMC meeting
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notify the sender immediately. This document is being distributed for general information only and is subject to the relevant
disclaimers available at https:// www. sc. com/en/regulatory-disclosures/#market-commentary-disclaimer. It is not and does not
constitute research material, independent research, an offer, recommendation or solicitation to enter into any transaction or
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performance is not indicative of future results and no representation or warranty is made regarding future performance. Any
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liability by Royal Charter 1853 Reference Number ZC18. The Principal Office of the Company is situated in England at 1
Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and Prudential Regulation Authority. Standard Chartered PLC, the ultimate parent
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Chartered. Private banking activities may be carried out internationally by different legal entities and affiliates within the Standard
Chartered Group (each an “SC Group Entity”) according to local regulatory requirements. Not all products and services are
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act as representatives of Standard Chartered Private Bank and may not be able to offer products and services or offer advice to
clients. #ESG data has been provided by Sustainalytics. Refer to https://www.sustainalytics.com/esg-data for more information.

Copyright © 2022, Accounting Research & Analytics, LLC d/b/a CFRA (and its affiliates, as applicable). Reproduction of content
provided by CFRA in any form is prohibited except with the prior written permission of CFRA. CFRA content is not investment
advice and a reference to or observation concerning a security or investment provided in the CFRA SERVICES is not a
recommendation to buy, sell or hold such investment or security or make any other investment decisions. The CFRA content
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subject to change without notice. This analysis has not been submitted to, nor received approval from, the United States
Securities and Exchange Commission or any other regulatory body. While CFRA exercised due care in compiling this analysis,
CFRA, ITS THIRD-PARTY SUPPLIERS, AND ALL RELATED ENTITIES SPECIFICALLY DISCLAIM ALL WARRANTIES,
EXPRESS OR IMPLIED, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS
FOR A PARTICULAR PURPOSE OR USE, to the full extent permitted by law, regarding the accuracy, completeness, or
usefulness of this information and assumes no liability with respect to the consequences of relying on this information for
investment or other purposes. No content provided by CFRA (including ratings, credit-related analyses and data, valuations,
model, software or other application or output therefrom) or any part thereof may be modified, reverse engineered, reproduced
or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of CFRA,
and such content shall not be used for any unlawful or unauthorized purposes. CFRA and any third-party providers, as well as
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availability of such content. In no event shall CFRA, its affiliates, or their third-party suppliers be liable for any direct, indirect,
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the opinion. This opinion is not independent of Standard Chartered Group’s trading strategies or positions. Standard Chartered
Group and/or its affiliates or its respective officers, directors, employee benefit programmes or employees, including persons
involved in the preparation or issuance of this document may at any time, to the extent permitted by applicable law and/or
regulation, be long or short any securities or financial instruments referred to in this document or have material interest in any
such securities or related investments. Therefore, it is possible, and you should assume, that Standard Chartered Group has a
material interest in one or more of the financial instruments mentioned herein. Please refer to https://www.sc. com/en/banking-
services/market-disclaimer.html for more detailed disclosures, including past opinions/ recommendations in the last 12 months
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of this companyl/issuer. This document must not be forwarded or otherwise made available to any other person without the
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available from its principal place of business in Jersey: PO Box 80, 15 Castle Street, St Helier, Jersey JE4 8PT. Standard
Chartered Bank is incorporated in England with limited liability by Royal Charter in 1853 Reference Number ZC 18. The Principal
Office of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is
authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation
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directly or indirectly (including special, incidental or consequential loss or damage) from your use of these documents. You
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reply to this email. Call our Priority Banking on 01-2772514 for any questions or service queries. The Bank shall not be
responsible for any loss or damage arising from your decision to send confidential and/or important information to the Bank via
e-mail, as the Bank makes no representations or warranties as to the security or accuracy of any information transmitted via e-
mail. Pakistan: This document is being distributed in Pakistan by, and attributable to Standard Chartered Bank (Pakistan) Limited
having its registered office at PO Box 5556, I.| Chundrigar Road Karachi, which is a banking company registered with State Bank
of Pakistan under Banking Companies Ordinance 1962 and is also having licensed issued by Securities & Exchange Commission
of Pakistan for Security Advisors. Standard Chartered Bank (Pakistan) Limited acts as a distributor of mutual funds and referrer
of other third-party financial products. Singapore: This document is being distributed in Singapore by, and is attributable to,
Standard Chartered Bank (Singapore) Limited (Registration No. 201224747C/ GST Group Registration No. MR-8500053-0,
“SCBSL”). Recipients in Singapore should contact SCBSL in relation to any matters arising from, or in connection with, this
document. SCBSL is an indirect wholly owned subsidiary of Standard Chartered Bank and is licensed to conduct banking
business in Singapore under the Singapore Banking Act, Chapter 19. Standard Chartered Private Bank is the private banking
division of SCBSL. IN RELATION TO ANY SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT REFERRED TO
IN THIS DOCUMENT, THIS DOCUMENT, TOGETHER WITH THE ISSUER DOCUMENTATION, SHALL BE DEEMED AN
INFORMATION MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SECURITIES AND FUTURES ACT, CHAPTER 289
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4A(1)(a) OF THE SFA, OR ON THE BASIS THAT THE SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT MAY
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under the SFA. Accordingly, this document and any other document or material in connection with the offer or sale, or invitation
for subscription or purchase, of the product may not be circulated or distributed, nor may the product be offered or sold, or be
made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons other than a relevant
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provision of the SFA. In relation to any collective investment schemes referred to in this document, this document is for general
information purposes only and is not an offering document or prospectus (as defined in the SFA). This document is not, nor is it
intended to be (i) an offer or solicitation of an offer to buy or sell any capital markets product; or (ii) an advertisement of an offer
or intended offer of any capital markets product. Deposit Insurance Scheme: Singapore dollar deposits of non-bank depositors
are insured by the Singapore Deposit Insurance Corporation, for up to S$75,000 in aggregate per depositor per Scheme member
by law. Foreign currency deposits, dual currency investments, structured deposits and other investment products are not insured.
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or Standard Chartered Bank (Taiwan) Limited (“SCB (Taiwan)”) may be involved in the financial instruments contained herein or
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other related financial instruments. The author of this document may have discussed the information contained herein with other
employees or agents of SCB or SCB (Taiwan). The author and the above-mentioned employees of SCB or SCB (Taiwan) may
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employees (including those who have discussions with the author) or customers of SCB or SCB (Taiwan) may have an interest
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and products to you as we do not hold the required license to undertake such activities. For Islamic transactions, we are acting
under the supervision of our Shariah Supervisory Committee. Relevant information on our Shariah Supervisory Committee is
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financial analysis or consultation services in or into the UAE within the meaning of UAE Securities and Commodities Authority
Decision No. 48/r of 2008 concerning financial consultation and financial analysis. Uganda: Our Investment products and
services are distributed by Standard Chartered Bank Uganda Limited, which is licensed by the Capital Markets Authority as an
investment adviser. United Kingdom: Standard Chartered Bank (trading as Standard Chartered Private Bank) is an authorised
financial services provider (license number 45747) in terms of the South African Financial Advisory and Intermediary Services
Act, 2002. Vietnam: This document is being distributed in Vietnam by, and is attributable to, Standard Chartered Bank (Vietnam)
Limited which is mainly regulated by State Bank of Vietham (SBV). Recipients in Vietnam should contact Standard Chartered
Bank (Vietnam) Limited for any queries regarding any content of this document. Zambia: This document is distributed by
Standard Chartered Bank Zambia Plc, a company incorporated in Zambia and registered as a commercial bank and licensed by
the Bank of Zambia under the Banking and Financial Services Act Chapter 387 of the Laws of Zambia.




