
The Fed met on Tuesday and Wednesday. Expectations last week were for it to raise rates another 50
basis points (bps) and for the Fed Funds rate to rise to 1.25%, but over the weekend it was leaked that
the Fed would rise by 75 basis points. On Wednesday, it happened.

Markets first erased daily gains, then rallied furiously as Fed Chairman Jerome Powell spoke and
beyond. The Dow rose over 600 points before giving back half in the last minutes before the close.
Remember the last time Powell spoke (May 4) and told us that he could not guarantee a soft landing?
The Dow rallied nearly 1,000 points in the last hour and a half of trading only to lose it all and then some
the following day. That turned out to be the catalyst that took us to a new 2022 low on May 20.

That is exactly how this week’s Fed meeting turned out. The only new thing was that five central banks
around the world (Hungary, Switzerland, Brazil, the UK and Taiwan) also raised rates after the Fed did.
As people have begun to sift through Chairman Powell’s comments and look around, it has become
abundantly clear that we are very close to a recession.

Short-term rates are now expected to be around 3.5% by year-end, and the Fed said it expects GDP
growth to be 1.7% for each of the next two years. GDP growth was 6.9% in Q4 of 2021! Given that the
first half of 2022 will be flat and more likely negative (-1.5% Q1 GDP plus the Atlanta Fed is projecting Q2
GDP to be 0.00%), that means the Fed projects we will grow 3.4% in the second half of 2022.
Additionally, the Fed raised its year-end inflation projection to 5.2%, so if we want to get to a 2% to 3%
inflation rate from 8.6% inflation, we need to raise rates another 2% to 3% in addition to the 3.5% we
expect to have by year-end.

The Fed is also projecting unemployment to rise to 4.1% over the next two years. In addition, the
administration continues to promote the narrative that the economy is strong and that there is nothing
it can do about sky-high energy prices, plus it is looking to spend more. After assessing Chairman
Powell’s comments and concluding that the Fed was marching us straight into a recession with a
looming long weekend ahead, the markets rolled over.

These daily gyrations can be very stressful. If your plan is sound and meeting your goals, stick with it. If
you are worried about the market, talk to your advisor and reset to a risk level you are comfortable
with. We are still higher than we were two years ago, so if you have cash on hand, consider dollar cost
averaging into this market.
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https://finance.yahoo.com/news/fed-recession-interest-rate-hikes-june-15-2022-203734474.html?guccounter=1
https://finance.yahoo.com/news/fed-recession-interest-rate-hikes-june-15-2022-203734474.html
https://www.cnbc.com/2022/06/16/swiss-national-bank-unexpectedly-hikes-rates-by-half-a-point.html
https://finance.yahoo.com/news/fed-recession-interest-rate-hikes-june-15-2022-203734474.html
https://www.reuters.com/article/usa-fed-forecasts/analysis-blown-off-course-again-fed-policymakers-see-near-record-uncertainty-idUSL1N2Y313O


This is provided for informational purposes only. This information is not intended to be used as a sole basis
for financial decisions, nor should it be construed as advice designed to meet the particular needs of an
individual’s situation. None of the information contained herein shall constitute an offer to sell or solicit any
offer to buy a security. 

Investing involves risk, including the potential loss of principal. No investment strategy can guarantee a
profit or protect against loss in periods of declining values.

AE Wealth Management, LLC (“AEWM”) is an SEC Registered Investment Adviser (RIA) located in Topeka,
Kansas. Registration does not denote any level of skill or qualification. 
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