To: Members of the MDP Class of 2022-2023
Fr: Andy Davies

November 3, 2022

Ladies and Gentlemen: For those of you able to do so, this is IDEAL TIME to sit down with
your CFO or Controller or Chief Accounting Officer and get their views of how these continued
increases specifically affect your bank... on the LOAN side and on the DEPOSIT side!

The Wall Street Journal

November 3, 2022

“Fed Lifts Rates, Signals Ways to Go”
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Stocks fall as Powell

says tightening will
continue after latest
0.75-point increase

By Nick Tmviraos

WASHINGTON—The Federal
Reserve lifted interest rates by

another 0.75 percentage pomt
to combat inflation and s1g-

naled plans to keep raising
fﬁem;:ﬁossiblif in smaller in-
crements but to higher levels
than previously anticipated.
After the Fed approved its
fourth consecutive 0.75-point
rate rise Wednesday, Chairman
Jerome Powell said central-

bank officials would contem-
plate a smaller hike at their

Uextueeting iy December: But
he cautioned that they might

raise borrowing costs next year
mgre than theg have Eroiected,

“The question of when to
moderate the pace of increases
is now much less important
than the question of how high to
raise rates and how long to keep
monetary policy restrictive,” he
said at a news conference.

Mr. Powell also warned that
reducing the size of rate in-
creases didn’t mean the Fed
mougmmmsﬂ_ylvot—

ing away from raising rates.

"Mmmm_be

’, Ml.
Powell said. “We We have
a ways to go.”

“The inflation picture has
become ore chal-
e course of thi
without question,” he
said. “To the extent rates have
to go higher and stay higher
for longer, it becomes harder
the path” that avoids a
sion.

tgnes.n@r_k; expect the Fed to
raise the fed-funds rate slightly
apove 5% by the spring, and
Mr. Powell’s comments
Wednesday suggested he likely
agreed with that outlook, said
Michael Gapen, chief U.S. econ-

omist at Bank of America.

While Mr. Powell said he

didn’t think the Fed had raised
interest rates too much, he re-
peated his view that it would
be appropriate for the central

bank to err on the side of over-
mxmlg—
gec costor the economy 1y al
lowing inflation to become
%ﬁnched'.

e latest rate increase will

bring the fed-funds rate to a
level last seen in the first three
weeks of 200§, as the economy
was sliding mto a deep reces-
sion and before the Fed accel-
erated rate cuts as a global fi-

His comments opened the
door to slowing rate rises as
500N as ﬁecember, though he
said no decisions had been
reached Mﬁd

rate
rlses and holchn rates steady
for a e.

“We think there is some
ground to cover before we meet
that test,” Mr. Powell said.

Some analysts said it has .
been clear for some time the
Fed would prefer to slow its
rate increases to avoid tighten-
ing policy too much.

Other economists think hot-
ter readings on inflation or
signs of stronger hiring and
wage pressures could still pre-
vent the Fed from dialing back
its rate increases in December.

Inflation pressures have
broadened despite Some signs
of potential relief. Commodity
prices have fallen. Easing sup-
ply-chain bottlenecks could
lead to slower increases or
outright declines in the prices
of goods. Home prices are fall-
ing, and rent growth has
slowed.

But the strong job market, a
generous _ savings hion
boosted by pandemic relief,

and heady gains in asset prices

The increase will
bring the fed-funds
rate to a level last
seen in early 2008.

over the past féw years could
keep consumer spending ro-

bust, giving business ore
power to keep raising prices.
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