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Federal	Reserve	“Jackson	Hole”	symposium	
	
When	2016	started,	market	participants	thought	US	interest	rates	would	have	to	
rise.	Some	expected	four	quarterly	¼	point	hikes.	However	2016	has	yet	to	see	any	
hikes	to	the	Federal	funds	rate.	The	Federal	Reserve	chairwoman,	Janet	Yellen	has	
consistently	“put	off	the	evil	hour”.		
	
The	 last	 time	 the	 Fed	 avoided	 hiking	 interest	 rates,	 it	 was	 due	 to	 the	 UK’s	 EU	
referendum	vote	on	the	23rd	June,	an	issue	of	no	relevance	to	US	unemployment	
or	inflation,	the	Federal	Reserve’s	key	factors	in	determining	rate	setting.	
	
The	last	minutes	of	the	Federal	Reserve	showed	a	growing	consensus	that	the	US	
economy	is	strong,	creating	jobs	at	a	significant	rate.	Federal	Reserve	committee	
member	Esther	George,	the	sole	dissenting	voice	at	the	last	Fed	meeting	sees	the	
US	economy	as	strong	enough	to	immediately	raise	the	Federal	Funds	rate.	
	
The	risks	the	US	central	bank	is	running	are	real.	During	2002-2005	the	Fed	kept	
interest	rates	too	low,	fueling	a	US	credit/	property	boom	that	ended	in	a	collapse	
of	asset	values	during	the	financial	crisis	of	2008/9.	That	crisis	resulted	in	almost	
eight	years	of	exceptional	levels	of	monetary	stimulus.	
	
Ahead	of	 the	annual	 Jackson	Hole	meeting,	William	Dudley,	board	member	and	
Stanley	 Fischer,	 Fed	 vice	 chairman	 have	 commented	 that	 the	 health	 of	 the	 US	
economy.	 The	 context	 therefore	 ahead	 of	 the	meeting	 is	 that	 Janet	 Yellen	 has	
limited	room	to	justify	US	rates	being	kept	at	current	levels.		
	
Yellen’s	quotes	at	Jackson	Hole	
Janet	Yellen	has	stayed	on	the	fence	a	bit	not	committing	to	one	or	two	rate	hikes	
in	2016	commenting:-	
“The	rate	hike	case	has	strengthened	in	recent	months,	the	US	economy	is	nearing	
the	Fed’s	employment	and	inflation	goals”.	
“The	Fed’s	ability	to	predict	the	rate	path	is	quite	limited,	the	Fed	wants	policy	tools	
responsive	to	various	conditions”.	
“The	Federal	Reserve	Open	Market	Committee	is	not	considering	additional	tools”	
	
Conclusion	
The	immediate	response	has	been	limited	suggesting	investors	see	the	rate	hike	
decision	as	not	changing	as	a	result	of	the	central	bankers	meeting.	“No	additional	
tools”	is	a	reference	to	the	Board	no	longer	seeing	quantitative	easing	measures	
as	appropriate.	
	
In	the	bond	market	US	2	year	bonds	are	yielding	0.79%	(unchanged)	whilst	the	10	
year	yield	is	paying	1.54%	-0.04%.	
	
US	stocks	are	ahead,	the	Dow	Jones	immediate	response	was	to	jump	121	points	
to	18,569	on	the	assumption	the	Fed	could	wait	until	December	2016	to	move	on	
interest	rates.	
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Collins Sarri Statham Investments Ltd - Analyst Rating Definitions 

ANALYST CERTIFICATION:  

The report’s author certifies that this research report accurately states his personal views about the subject securities, 
which is reflected in the ratings as well as the substance of the reports.  

RECOMMENDATIONS:  

Collins Sarri Statham Investments Ltd (CSS) does not in any of its publications take into account any particular 
recipient's investment objectives, financial situation, and specific needs and demands. Therefore, all CSS publications 
are, unless otherwise specifically stated, intended for informational and/or marketing purposes only.CSS shall not be 
responsible for any loss arising from any investment based on a perceived recommendation. 

No publication (including recommendations) shall be construed as a representation or warranty that the recipient 
will profit, nor avoid sustaining losses, from trading in accordance with a trading strategy set forth in a publication. 

This research is non-independent and is classified as a Marketing Communication under FCA rules detailed in their 
Conduct of Business Rulebook (COBS). As such it has not been prepared in accordance with legal requirements 
designed to promote independence of investment research and it is not subject to the prohibition of dealing ahead 
of the dissemination of investment research outlined in COBS 12.2.5. 

RISK WARNING: 

Trading in the products and services offered by Collins Sarri Statham Investments Ltd (CSS) may, result in losses as 
well as profits as the value of investments may go down as well as up. You may not get back the full amount you have 
invested. Any reference to past performance should not be viewed as an indication of any future performance. 
Investments held in overseas markets are subject to the effects of changes in exchange rates which will impact on 
the value of the underlying investment.. Leveraged products such as Contracts for Difference (CFDs), derivatives, 
commodities & Foreign Exchange (FX), carry a higher risk to your capital. They can lose their value rapidly and you 
may lose substantially more than your initial investment.  

SPECULATIVE TRADING IS NOT SUITABLE FOR ALL INVESTORS.  

The information contained herein is based on materials and sources that we believe to be reliable however we make 
no representation or warranty, either express or implied, in relation to the accuracy, completeness or reliability of 
the information contained herein. Please note that the figures shown may, in some instances, be rounded to the 
nearest penny. Prices can move sharply from those quoted in this document. Current prices can be verified by calling 
one of our brokers. CSS is under no obligation to update the information contained herein. Neither CSS, nor its 
affiliates, nor its employees shall have any liability whatsoever for any indirect or consequential loss or damage arising 
from the use of this document. 

 



Collins Sarri Statham Investments Ltd. 6th Floor, 5 Lloyds Avenue, London, EC3N 3AE 
T +44 (0)20 7264 2360  F +44 (0)20 7264 2361  W www.css-investments.com  E info@css-investments.com 

Collins Sarri Statham Investments Ltd. Is authorised and regulated by the Financial Conduct Authority (Registration no. 483868). 
Registered in England and Wales (Company no. 6539190) 

 

	


