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Jackson Hole Economic Symposium: Fed Chairman Jerome Powell signalled that
the Fed's rate cut cycle is imminent

e Fed Chairman Powell stated that “the time has come for policy to adjust”, sending a clear
signal that a rate cut decision is set to be made in the upcoming September meeting.

e Fed Chairman Powell sounded increasingly cautious about further cooling in the labour
market while reiterating a balanced focus on inflation and employment.

e The rate cut path is not yet publicly defined. We view that the Fed is likely to adopt a data-
dependent approach, but its pace of rate cuts in the remainder of 2024 and 2025 is
expected to befaster than the median forecast in its June summary of economic projections.

Fed Chairman Powell sent aclear signal to cut rates in September at the Jackson Hole Economic
Symposium. The Federal Reserve Bank of Kansas City held its annual Jackson Hole Economic
Symposium from 22-24 August, under the theme "Reassessing the Effectiveness and Transmission
of Monetary Policy". During the symposium, Fed Chairman Powell's speech was the most closely
watched event, as financial markets across the globe had been eagerly awaiting a signal by the Fed
to begin its rate cuts, following nearly three years of aggressive monetary tightening since 2022.
And Chairman Powell delivered what the market wanted, stating “the time has come for policy to
adjust”. This effectively gave the green light for a rate cut at the next FOMC meeting on 17-18
September.

Fed Chairman Powell sounded increasingly cautious about further cooling in the labour market.
Regarding the current economic situation, Chairman Powell reiterated that the Fed is now attentive
to the risks to both inflation and the labour market, as highlighted in the last FOMC meeting in July.
In this context, Chairman Powell showed a dovish tone by confirming the labour market as no longer
overheating, and further saying that “the cooling in labour market conditions is unmistakable" and
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that "we do not seek or welcome further cooling in labour market conditions". Meanwhile, Chairman
Powell stressed that he has gained more confidence that inflation is slowing towards the 2% policy
target. Clearly, these messages indicated that the Fed is placing more emphasis on the downside
risks to the labour market, while inflation is becoming a lesser concern.
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The path of rate cuts is said to hinge on multiple factors. While Chairman Powell highlighted that
the timing and pace of rate cuts will depend on incoming data, the evolving outlook and the balance
of risks, he did not provide further concrete descriptions like “gradual” or "methodical”, which were
raised by other Fed officials. It would reflect his intention to maintain flexibility for different sizes of
rate cuts in September. Or it would be because he preferred to seek consensus among FOMC
members before committing to a specific stance on the interest rate path. Looking ahead, the
upcoming data releases, such as PCE inflation on 30 August and the labour market report on 6
September, will still have crucial implications for the size and pace of the rate cuts ahead. It is also
worth noting that the FOMC will release its quarterly summary of economic projections (SEP) in its
September meeting, which should give the public an insight into the members' latest views on the
pace of the rate cuts ahead. Our base scenario sees that the Fed will have three 25 bps cuts for the
rest of 2024, starting in September, and in 2025, the rate cuts are expected to occur at a faster
pace than the median forecast of a total 100 bps outlined in its June summary of economic
projections. Hong Kong dollar (HKD) interest rates are also expected to decline gradually, but given
that the HKD prime rate did not closely follow the US pace of rate hikes, we expect its future pace
of rate cuts will lag behind that of the US.
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Disclaimer

This material is prepared by The Bank of East Asia, Limited ("BEA") for customers' reference only. The content is
based on information available to the public and reasonably believed to be reliable, but has not been independently
verified. Any projections and opinions contained herein are expressed solely as general market commentary, and do
not constitute an offer of securitiesor investment, nor a solicitation, suggestion, investment advice, or guaranteed
return in respect of such an offer. The information, forecasts, and opinions contained herein are as of the date
hereofand are subject to change without prior notification, and should not be regarded as any investment product
or market recommendations. This material has not been reviewed by the Securities and Futures Commission of
HongKong, HongKong Monetary Authority, or anyregulatory authority in Hong Kong.

BEA will update the published researchas needed. In addition to certainreports published on a periodic basis, other
reports may be publishedatirregular intervals asappropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the information and stated returns contained in this material, and no liability is accepted for any
loss arising, directly or indirectly, from any use of such information (whether due to infringements or contracts or
other aspects). Investment involvesrisks. The price of investment products may go up or down, and may become
valueless. Past performance is not indicative of future performance. The investments mentioned in this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipient are not considered. Therefore, you should not make any investment decisions based
solely on this material. You should make investment decisions based on your owninvestment objectives, investment
experience, financial situation, and specific needs; if necessary, you should seek independent professional advice
before makingany investment.

This material isthe property of BEA andis protected by relevant intellectual property laws. Without the prior written
consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published,
broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor through any
media platforms that exist now or are developed later.

For more information, please visit our webpage at https://www.hkbeacom/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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