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The Financial Times – (October 4, 2017) Fed has no reliable theory of inflation,

says Tarullo

Former Fed governor calls for more attention to actual data
Central bankers are steering the economy without the benefit of a reliable theory of
what drives inflation, a former top Federal Reserve policymaker said, as he called for
policymakers to pay less attention to theoretical models and more to actual data.
… “The substantive point is that we do not, at present, have a theory of inflation
dynamics that works sufficiently well to be of use for the business of real-time monetary
policymaking,” said Mr. Tarullo in a speech at the Brookings think-tank in Washington.
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The other one is we will eventually get relief on the supply side and, you know, the ports will be cleared up and there will be 

semiconductors and things like that. Now what we're learning is it's just taking much longer, so I think longer than 

expected. And that I think does raise the risk that if - that high inflation will be more persistent.
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•Barron’s – (January 8, 2022) Supply-Chain Constraints Are Easing. 5 
Stocks That Should Benefit.

Global supply-chain constraints are beginning to ease, which will benefit a 
host of stocks

•The Financial Times – (January 27, 2022) Apple’s revenue hits another 

record as it navigates supply chain crunchiPhone maker’s earnings top 
expectations after chip shortages do less damage than feared
[Finance chief Luca] Maestri said supply chain concerns were being resolved, 
adding: “We expect to set a March quarter revenue record and we expect to 
grow revenue solidly on a year-over-year basis.”

•The Financial Times – (January 26, 2022) Tesla warns of supply chain 

constraints as it reports record profitElectric vehicle pioneer says factories 
‘have been running below capacity for several quarters’
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Powell: I would not say that I would expect the supply chain issues to be 
completely worked out by the end of this year. I do not expect them and I have 
not expected them. What I would say and I have been saying is that I expect 
progress to be made in the second half of this year, mainly, progress. Because 
we’re not making much progress. If you look at a ton of metrics you can find 
some that suggest that delivery times are shorter and inventories in some 
industries moving up. But overall, we’re not — we’re not making 
progress. And things like the semiconductor issue, we’re going to — they’re 
going to be quite a long time. I would think they’ll go more than through to 2023.

The other one is we will eventually get relief on the supply side and, you know, 
the ports will be cleared up and there will be semiconductors and things like 
that. Now what we’re learning is it’s just taking much longer, so I think longer 
than expected. And that I think does raise the risk that if – that high inflation 
will be more persistent.
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Fro m  the  tran script o f Bide n 's  pre s se r las t w e e k.

Now the second challenge we're facing are prices. COVID-19 has created a lot of 

economic complications, including rapid price increases across the world 

economy. People see it at the gas pumps, the grocery stores and elsewhere.

So , her e 's  w ha t  w e 'r e  g o in g  t o  d o . A cr it ica l jo b  in  m a k in g  s u r e  t ha t  

t he  e lev a t ed  p r ices  d o n 't  b eco m e en t r en ched  r es t s  w it h  t he  Fed er a l 

R es er v e , which has a dual mandate, full employment and stable prices. The 

Federal Reserve provided extraordinary support during the crisis for the previous 

year-and-a-half. Given the strength of our economy and the pace of recent price 

increases. It's appropriate, as the Federal chairman, Cha ir m a n  Po w ell, t he  

Fed  cha ir m a n , Po w ell, ha s  in d ica t ed , t o  r eca lib r a t e  t he  s u p p o r t  t ha t  

is  n o w  n eces s a r y .
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•The New York Times – Prices and Ire, Rising

Inflation is up, and Americans are mad. But it’s not a simple story.
But inflation is especially high in the U.S. The main reason is probably that this 
country spent more money on pandemic stimulus than many other countries. A 
second reason is that daily life here remains more disrupted than in much of 
Europe or Asia.

•Wall Street Journal – Consumer Pessimism Grows as Inflation Accelerates

Demand for labor is still high, despite growing employment costs. Industries hit hard 
by the pandemic, such as leisure and hospitality businesses, have since seen large 
wage gains and a steep climb in payrolls. Leisure and hospitality jobs have recovered 
2.6 million positions in 2021. Likewise, retail jobs have outpaced the overall labor 
market, while those jobs have been more expensive to fill. Continued recovery in 
hiring for in-person services and shopping—at a time when the Great Resignation 
has driven up the costs of workers—shows that businesses think there will be room 
to grow.
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https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html

From the transcript of the Powell Presser

So, you ask whether we can - whether we can raise rates and - and move to less accommodative and 
even tight financial conditions without hurting the labor market. I think there is quite a bit of room to 
raise interest rates without threatening the labor market.
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FOMC On e  Hike  to  Two  Hike s  to  Th re e  Hike s  to  Fo u r Hike s  to  Five  Hike s  to Six Hike s  to Se ve n  Hike s  to Eigh t Hike s  to

Me e tin g 0 .2 5% - 0 .50 % 0 .50 % - 0 .75% 0 .75% - 1.0 0 % 1.0 0 % - 1.2 5% 1.2 5% - 1.50 % 1.50 % - 1.75% 1.75% - 2 .0 0 % 2 .0 0 % - 2 .2 5%

16-Mar-22 87% 13% 0 % 0 % 0 % 0 % 0 % 0 %

4-May-22 10 0 % 82% 11% 0 % 0 % 0 % 0 % 0 %

15-J un-22 10 0 % 99% 78% 10 % 0 % 0 % 0 % 0 %

27-J ul-22 10 0 % 10 0 % 91% 51% 6% 0 % 0 % 0 %

21-Sep-22 10 0 % 10 0 % 96% 74% 32% 3% 0 % 0 %

2-Nov-22 10 0 % 10 0 % 97% 82% 4 8 % 14% 1% 0 %

14-Dec-22 10 0 % 10 0 % 99% 92% 69% 35% 9% 1%

1-Feb-23 10 0 % 10 0 % 99% 94% 76% 4 6 % 18% 4%

15-Mar-23 10 0 % 10 0 % 10 0 % 97% 87% 64% 34% 12%

3-May-23 10 0 % 10 0 % 10 0 % 98% 89% 69% 4 1% 17%

14-J un-23 10 0 % 10 0 % 10 0 % 99% 93% 77% 53% 27%

26-J ul-23 10 0 % 10 0 % 10 0 % 99% 94% 80 % 58% 32%

Sou r ce: Th e Ch ica g o Mer ca n t ile  Ex ch a n g e ©  2 0 2 2  Bia n co Resea r ch ,  L.L.C.  All Rig h t s Reser v ed

h t t p s:/ / w w w .cm eg r ou p .com / t r a d in g / in t er est -r a t es/ cou n t d ow n -t o-fom c.h t m l w w w .b ia n cor esea r ch .com

W h en  D oes  th e  Marke t Expe ct th e  Fe d to  H ike ?

Probability of a Hike as of February 3, 20 22

Green Cells Mark Hike Probabilit ies over 50 %, Bold 40 % to 49%
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