
 

This report is issued by Daiwa Securities Group Inc. through its relevant group companies. Daiwa Securities Group Inc. is the global brand name of Daiwa Securities Co. 
Ltd., Tokyo (“Daiwa Securities”) and its subsidiaries worldwide that are authorized to do business within their respective jurisdictions. These include: Daiwa Capital Markets 
Hong Kong Ltd. (Hong Kong), regulated by the Hong Kong Securities and Futures Commission, Daiwa Capital Markets Europe Limited (London), regulated by the Financial 
Conduct Authority and a member of the London Stock Exchange, and Daiwa Capital Markets America Inc. (New York), a U.S. brokerdealer registered with the U.S. 
Securities and Exchange Commission, a futures commission merchant regulated by the U.S. Commodity Futures Trading Commission, and a primary dealer in U.S. 
government securities. The data contained in this report were taken from statistical services, reports in our possession, and from other sources believed to be reliable. The 
opinions and estimates expressed are our own, and we make no representation or guarantee either as to accuracy, completeness or as to the existence of other facts or 
interpretations that might be significant. 

 

More Rate Cuts? Perhaps a Reversal? 
We would like to have a definitive view on the prospects for U.S. monetary policy, but that is difficult in this 

instance because the driving force in the next few months will be developments with respect to the coronavirus.  
The Fed’s action today, along with Chair Powell’s comments in the press briefing, suggested that officials would not 
hesitate to provide additional support if the virus remains an issue.  At the same time, it is conceivable that the 
virus will die out and the Fed will feel a need to reverse today’s 50 basis point cut. 

While the outlook is uncertain, developments today offer some guidance.  Most important, the intermeeting cut 
indicates that the Fed is intent on maintaining the expansion and will err on the side of accommodation.  Thus, we 
would lean toward expecting another cut in the months ahead, although we would not be shocked if the Fed took 
back at least part of today’s reduction.  The outcome largely depends on the persistence of the virus.  

Many market participants are wondering if today’s action is a first step in a coordinated effort among central 
banks.  We doubt this is the case.  Chair Powell indicated in his press conference that other central banks must 
take action that makes sense in their own contexts.  That 
is, situations will vary across countries and actions in one 
might not be suitable in another.  The G-7 statement 
released today also implied that central banks would be 
acting independently, as the statement noted that central 
banks would continue to fulfil their mandates.  The 
message was essentially the same as Chair Powell’s: one 
size does not fit all.  

While we do not see the Fed’s rate cut as part of a 
coordinated action, we suspect that the Fed gave careful 
consideration to potential softening abroad and the 
potential for feedback on the U.S.  In addition, other 
central bankers might have urged Mr. Powell to take 
action because the Fed has more policy space than they 
do.  The Fed’s rate cut might have positive feedback on 
foreign economies. 

 

US Economic Research 
 

3 March 2020 

U.S. FOMC Review 

 FOMC: what’s next? 

 

Michael Moran 
Daiwa Capital Markets America 
212-612-6392 
michael.moran@us.daiwacm.com 

Midpoint of the Federal Funds Target Rate 

Sources:  Federal Open Market Committee via Haver Analytics 

0.00

0.50

1.00

1.50

2.00

2.50

Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-20

Percent


