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ESSENTIALS OF THE MONETARY POLICY

Federal Reserve (Fed)

The Fed Is Determined to Do lts Utmost to Promote the Recovery

ACCORDING TO THE FED

» The Committee decided to maintain the target range for the
federal funds rate at 0.00% to 0.25%.

» The Committee expects to maintain this target range until it is
confident that the economy has weathered recent events.

> To support the flow of credit to households and businesses,
over coming months the Fed will increase its holdings of
Treasury securities and agency residential and commercial
mortgage-backed securities at least at the current pace.

» The Fed is committed to using its full range of tools to support
the U.S. economy in this challenging time, thereby promoting
its maximum employment and price stability goals.

» Following sharp declines, economic activity and employment
have picked up somewhat in recent months but remain
well below their levels at the beginning of the year. Weaker
demand and significantly lower oil prices are holding down
consumer price inflation. Overall financial conditions have
improved in recent months.

COMMENTS

As most observers had anticipated, the Fed did not announce a
change to its monetary policy today. However, it remains very
concerned about the economic and public health situation, and
it signalled that it will continue to use all the tools at its disposal
to support the U.S. economy. Just yesterday, the Fed announced
that it would be extending several lending facilities until the end
of the year.

Generally speaking, U.S. economic figures have been
encouraging since the Fed'’s last meeting in early June.
Employment has continued to rebound, and the strength of
household consumption and the housing market has surprised
many observers. The ISM indexes have also bounced back

at an impressive speed. However, the news has been far less

promising with regard to COVID-19. The dramatic surge in

new cases, particularly in southern United States, has already

led many states to put the brakes on or even backtrack in their
reopening processes. Thus, the pace of the economic recovery in
the United States seems to have slowed recently. The difficulties
U.S. politicians are having in agreeing on a new assistance plan
has also created uncertainty about what will come next.

Given the situation, it's clear that the Fed will do everything

in its power to maintain highly favourable financial conditions

in the coming quarters. Today, it emphasized that the path of
economy will depend on the virus. However, the reduction of
key rates to their lower bound, the massive bonds purchases and
the numerous other programs put in place to help the financial
markets run smoothly and support the credit supply appear

to be sufficient for now, as financial markets continue to post
impressive performances.

IMPLICATIONS

The Fed seems determined to support the U.S. economic
recovery for a long time to come. If financial tensions resurface
or bond yields rise too quickly, it won't hesitate to take further
action. Key rates will stay at their current levels for several more
quarters, and the Fed may provide forward guidance reinforcing
this message as soon as the September meeting.
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Schedule 2020 of Central Bank Meetings

Date Central banks Decision Rate
January
16  Bank of Korea s.g. 1.25
20 Bank of Japan s.q. -0.10
22 Bank of Canada* s.q. 1.75
23 European Central Bank s.q. 0.00
23 Bank of Norway s.q. 1.50
29  Federal Reserve s.q. 1.75
30 Bank of England s.q. 0.75
February
3 Reserve Bank of Australia s.g. 0.75
5 Bank of Brazil -25b.p. 4.25
11 Reserve Bank of New Zealand s.q. 1.00
12 Bank of Sweden s.q. 0.00
13 Bank of Mexico -25b.p. 7.00
26 Bank of Korea s.q. 1.25
March
2 Reserve Bank of Australia -25b.p. 0.50
3 Federal Reserve -50 b.p. 1.25
4 Bank of Canada -50 b.p. 1.25
11 Bank of England -50 b.p. 0.25
12 European Central Bank s.q. 0.00
13 Bank of Norway -50 b.p. 1.00
13 Bank of Canada -50 b.p. 0.75
15  Reserve Bank of New Zealand -75b.p. 0.25
15  Federal Reserve -100 b.p. 0.25
16 Bank of Korea -50 b.p. 0.75
16 Bank of Japan s.q. -0.10
18  Reserve Bank of Australia -25b.p. 0.25
18  Bank of Brazil -50 b.p. 3.75
19  Bank of England -15b.p. 0.10
19 Swiss National Bank s.q. -0.75
20  Bank of Norway -75b.p. 0.25
20 Bank of Mexico -50 b.p. 6.50
26 Bank of England s.q. 0.10
27  Bank of Canada -50 b.p. 0.25
April
7  Reserve Bank of Australia s.q. 0.25
8  Bank of Korea s.g. 0.75
15  Bank of Canada* s.q. 0.25
21 Bank of Mexico -50 b.p. 6.00
28  Bank of Sweden s.g. 0.00
28  Bank of Japan s.q. -0.10
29  Federal Reserve s.q. 0.25
30  European Central Bank s.q. 0.00
May
5 Reserve Bank of Australia s.q. 0.25
6  Bank of Brazil -75b.p. 3.00
7  Bank of England s.q. 0.10
7 Bank of Norway -25b.p. 0.00
12 Reserve Bank of New Zealand s.q. 0.25
14 Bank of Mexico -50 b.p. 5.50
27  Bank of Korea -25b.p. 0.50
June
2 Reserve Bank of Australia s.q. 0.25
3 Bank of Canada s.g. 0.25
4 European Central Bank s.q. 0.00
10  Federal Reserve s.q. 0.25
15  Bank of Japan s.g. -0.10
17 Bank of Brazil -75b.p. 2.25
18  Bank of England s.q. 0.10
18  Bank of Norway s.g. 0.00
18  Swiss National Bank s.q. -0.75
23 Reserve Bank of New Zealand s.q. 0.25
25 Bank of Mexico -50 b.p. 5.00

Date Central banks Decision Rate
July
1 Bank of Sweden s.q. 0.00
7 Reserve Bank of Australia s.q. 0.25
14 Bank of Japan s.g. -0.10
15  Bank of Korea s.q. 0.50
15 Bank of Canada* s.q. 0.25
16 European Central Bank s.q. 0.10
29  Federal Reserve s.q. 0.25
August
4 Reserve Bank of Australia
5 Bank of Brazil
6 Bank of England
11 Reserve Bank of New Zealand
13 Bank of Mexico
20 Bank of Norway
26 Bank of Korea
September
1 Reserve Bank of Australia
9  Bank of Canada
10  European Central Bank
16 Bank of Brazil
16 Bank of Japan
16 Federal Reserve
17 Bank of England
22 Reserve Bank of New Zealand
22 Bank of Sweden
24 Bank of Norway
24 Bank of Mexico
24 Swiss National Bank
October
6  Reserve Bank of Australia
13 Bank of Korea
28  Bank of Brazil
28  Bank of Canada*
28  Bank of Japan
29  European Central Bank
November
3 Reserve Bank of Australia
5  Bank of England
5 Bank of Norway
5  Federal Reserve
10 Reserve Bank of New Zealand
12 Bank of Mexico
25  Bank of Korea
26 Bank of Sweden
December
1 Reserve Bank of Australia
9  Bank of Brazil
9 Bank of Canada
10 European Central Bank
16 Federal Reserve
17 Bank of England
17  Bank of Norway
17  Bank of Japan
17 Bank of Mexico
17 Swiss National Bank

NOTE: Certain banks may decide to change rates in-between the scheduled meetings. The abbreviations s.q. and b.p. correspond to status quo and basis points respectively. * Monetary Policy Report published.
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