The Fed is hawkish on inflation – they wouldn’t hesitate to raise rates in response to the plan
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In seemingly his most hawkish remarks to date, Federal Reserve Chair Jerome Powell confirmed that the central bank will keep hiking interest rates until inflationary pressures head lower in “a clear and convincing way.” “What we need to see is inflation coming down in a clear and convincing way, and we’re going to keep pushing until we see that. If that involves moving past broadly understood levels of neutral, we won’t hesitate at all to do that,” Powell, who was confirmed by the Senate last week to a second four-year term at the helm of the Fed, said Tuesday during a Wall Street Journal event. “We will go until we feel we’re at a place where we can say financial conditions are in an appropriate place, we see inflation coming down. We’ll go to that point. There won’t be any hesitation about that,” he added. Earlier this month, the Fed green-lighted a rare half-percentage-point interest rate hike and announced plans to shrink its $9 trillion asset portfolio beginning next month in an effort to blunt inflation, which has surged to a four-decade high. The key benchmark federal funds rate now sits at a range between 0.75 percent and 1 percent, the highest level since the Covid-19 pandemic began more than two years ago. Powell stated following that increase that similar fifty-basis point moves were likely to come at ensuing meetings. But on Tuesday, he also cautioned that higher rates going forward could eventually start to have a larger impact on growth. “This is a strong economy and we think it’s well positioned to withstand less accommodative monetary policy, tighter monetary policy. There could be some pain involved in restoring price stability, but we think we can maintain a strong labor market,” Powell said, reaffirming the Fed’s 2 percent inflation target.
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