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FOMC Upgrades Growth Assessment, Retains
Unchanged Inflation/Gradual Guidance


The FOMC left the fed funds target rate unchanged at 1–1.25% and
upgraded its assessment of growth while avoiding a more explicit nod to a
possible move in December, all of which met expectations. In so doing, this
statement is a placeholder on the path to an expected rate hike on December
13th. If the Fed’s aim was to avoid rocking the boat, it has succeeded given no
material reaction in the dollar or Treasury yields.



Of greater importance is that the Fed did not back off its tendency to
look through temporary softness in inflation readings which was a tail
risk. Inflation guidance was left unchanged with continued reference to how it
will converge around the 2 percent objective over the medium term and that
the Fed is “monitoring inflation developments closely.” There were no
changes to references to market-based and survey-based measures of
inflation expectations or to the assessment of the balance of risks.



Policy rate guidance was also left unchanged (ie: “warrant gradual
increases”).



The statement also codified continued progress in labor markets despite
hurricanes: “Although the hurricanes caused a drop in payroll employment in
September, the unemployment rate decline further.” That’s not surprising, but
they kind of had to make this alteration to prior guidance in September that
“job gains have remained solid in recent months.”



There was no alteration or updated guidance surrounding balance sheet
normalization.



There were no dissenters.



Please see the attached statement comparison.



The next policy decision will arrive on December 13th with a full forecast
update and press conference.



In case you missed it, President Trump tightened the window on when to
expect his nomination for Fed chair by noting he would do so tomorrow
afternoon.
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Information received since the Federal Open Market Committee
met in September indicates that the labor market has continued to
strengthen and that economic activity has been rising at a solid rate
despite hurricane-related disruptions. Although the hurricanes
caused a drop in payroll employment in September, the
unemployment rate declined further. Household spending has been
expanding at a moderate rate, and growth in business fixed investment
has picked up in recent quarters. Gasoline prices rose in the aftermath
of the hurricanes, boosting overall inflation in September; however,
inflation for items other than food and energy remained soft. On a 12month basis, both inflation measures have declined this year and are
running below 2 percent. Market-based measures of inflation
compensation remain low; survey-based measures of longer-term
inflation expectations are little changed, on balance.

Information received since the Federal Open Market Committee
met in July indicates that the labor market has continued to strengthen
and that economic activity has been rising moderately so far this year.
Job gains have remained solid in recent months, and the
unemployment rate has stayed low. Household spending has been
expanding at a moderate rate, and growth in business fixed investment
has picked up in recent quarters. On a 12-month basis, overall inflation
and the measure excluding food and energy prices have declined this
year and are running below 2 percent. Market-based measures of
inflation compensation remain low; survey-based measures of longerterm inflation expectations are little changed, on balance.

Consistent with its statutory mandate, the Committee seeks to
foster maximum employment and price stability. Hurricane-related
disruptions and rebuilding will continue to affect economic activity,
employment, and inflation in the near term, but past experience
suggests that the storms are unlikely to materially alter the course of
the national economy over the medium term. Consequently, the
Committee continues to expect that, with gradual adjustments in the
stance of monetary policy, economic activity will expand at a moderate
pace, and labor market conditions will strengthen somewhat further.
Inflation on a 12-month basis is expected to remain somewhat below 2
percent in the near term but to stabilize around the Committee’s 2
percent objective over the medium term. Near-term risks to the
economic outlook appear roughly balanced, but the Committee is
monitoring inflation developments closely.
In view of realized and expected labor market conditions and
inflation, the Committee decided to maintain the target range for the
federal funds rate at 1 to 1-1/4 percent. The stance of monetary policy
remains accommodative, thereby supporting some further
strengthening in labor market conditions and a sustained return to 2
percent inflation.
In determining the timing and size of future adjustments to the
target range for the federal funds rate, the Committee will assess
realized and expected economic conditions relative to its objectives of
maximum employment and 2 percent inflation. This assessment will
take into account a wide range of information, including measures of
labor market conditions, indicators of inflation pressures and inflation
expectations, and readings on financial and international
developments. The Committee will carefully monitor actual and
expected inflation developments relative to its symmetric inflation goal.
The Committee expects that economic conditions will evolve in a
manner that will warrant gradual increases in the federal funds rate; the
federal funds rate is likely to remain, for some time, below levels that
are expected to prevail in the longer run. However, the actual path of
the federal funds rate will depend on the economic outlook as informed
by incoming data.
The balance sheet normalization program initiated in October
2017 is proceeding. Voting for the FOMC monetary policy action were:
Janet L. Yellen, Chair; William C. Dudley, Vice Chairman; Lael
Brainard; Charles L. Evans; Patrick Harker; Robert S. Kaplan; Neel
Kashkari; Jerome H. Powell; and Randal K. Quarles.

Consistent with its statutory mandate, the Committee seeks to
foster maximum employment and price stability. Hurricanes Harvey,
Irma, and Maria have devastated many communities, inflicting severe
hardship. Storm-related disruptions and rebuilding will affect economic
activity in the near term, but past experience suggests that the storms
are unlikely to materially alter the course of the national economy over
the medium term. Consequently, the Committee continues to expect
that, with gradual adjustments in the stance of monetary policy,
economic activity will expand at a moderate pace, and labor market
conditions will strengthen somewhat further. Higher prices for gasoline
and some other items in the aftermath of the hurricanes will likely boost
inflation temporarily; apart from that effect, inflation on a 12-month basis
is expected to remain somewhat below 2 percent in the near term but to
stabilize around the Committee’s 2 percent objective over the medium
term. Near-term risks to the economic outlook appear roughly balanced,
but the Committee is monitoring inflation developments closely.
In view of realized and expected labor market conditions and
inflation, the Committee decided to maintain the target range for the
federal funds rate at 1 to 1-1/4 percent. The stance of monetary policy
remains accommodative, thereby supporting some further
strengthening in labor market conditions and a sustained return to 2
percent inflation.
In determining the timing and size of future adjustments to the
target range for the federal funds rate, the Committee will assess
realized and expected economic conditions relative to its objectives of
maximum employment and 2 percent inflation. This assessment will
take into account a wide range of information, including measures of
labor market conditions, indicators of inflation pressures and inflation
expectations, and readings on financial and international
developments. The Committee will carefully monitor actual and
expected inflation developments relative to its symmetric inflation goal.
The Committee expects that economic conditions will evolve in a
manner that will warrant gradual increases in the federal funds rate; the
federal funds rate is likely to remain, for some time, below levels that
are expected to prevail in the longer run. However, the actual path of
the federal funds rate will depend on the economic outlook as informed
by incoming data.
In October, the Committee will initiate the balance sheet
normalization program described in the June 2017 Addendum to the
Committee’s Policy Normalization Principles and Plans.
Voting for the FOMC monetary policy action were: Janet L. Yellen,
Chair; William C. Dudley, Vice Chairman; Lael Brainard; Charles L.
Evans; Stanley Fischer; Patrick Harker; Robert S. Kaplan; Neel
Kashkari; and Jerome H. Powell.

Visit our web site at scotiabank.com/economics or contact us by email at scotia.economics@scotiabank.com

2

GLOBAL ECONOMICS | SCOTIA FLASH
November 1, 2017

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein
have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their
accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever
for any direct or consequential loss arising from any use of this report or its contents.
These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or trading
strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not constitute, a
recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation
23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed
as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. Scotiabank may
engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.
Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.
Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.
This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.
™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.
Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; Citadel
Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank
Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. — all members of
the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is
authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is authorised by the UK
Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential
Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available
from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct
Authority and the UK Prudential Regulation Authority.
Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by
the Mexican financial authorities.
Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.

Visit our web site at scotiabank.com/economics or contact us by email at scotia.economics@scotiabank.com

3

