it UOB

UOB Investment Insights

Thinking Ahead

29 August 2022

Key Takeaways from the Jackson Hole Symposium

e US Federal Reserve Chairman Jerome Powell delivered a highly-anticipated update last Friday (26 Aug) on the
Fed’s interest rate outlook at its annual meeting of global central bankers and policymakers in Jackson Hole,
Wyoming. US stock markets interpreted his remarks as bearish and sold off heavily as a result.

Key points from Chairman Powell’s speech

e Powell emphasised that the role of the central bank is to deliver price stability, even if inflation is driven by
supply constraints. Controlling inflation is unconditional.

e He emphasised that interest rates will likely stay elevated for some time, even if this causes “some pain” to
households and businesses. His remarks came amid signs that inflation may have peaked, even though
inflation levels have not shown clear indication they are declining.

e Powell said the Fed will not be swayed by a month or two of inflation data. By acting with resolve now, the Fed
hopes to avoid more drastic action down the road.

The Fed Chairman’s speech was not entirely unexpected. As the Fed is still some way off its inflation objective of
2.0%, it was expected to talk down recent rallies in stock and corporate bond markets.

UOB’s view is consistent with the market’s forward rate hike expectations and stays unchanged after the Jackson
Hole speech.

e Our economists expect another two 0.50% rate hikes in September and November, before ending the year
with a 0.25% hike in December. This is expected to be followed by a final 0.25% hike in 2023.

e The potential of the Fed changing its path is more likely to come in the second half of 2023 when inflation
is expected to trend closer to the Fed’s objective of 2.0%.

Figure 1: UOB’s Forecast for Upcoming Fed Interest Rate Hikes
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Source: UOB Global Economics & Markets Research Estimates (as of Aug 2022)



What should investors do?

e Do not chase the rally. The Fed'’s interest rate policy is expected to be based on actual inflation rather than
projected inflation, and the Fed has more work to do to bring inflation down to its 2% target. More volatility
is expected as a result of further rate hikes and slower growth brought on by higher rates.

e Balance your stock exposure with quality growth stocks as well as those in defensive sectors. We expect
the market to stay range bound in the short-term, meaning stock prices should stay within a particular
range, with some downside risk from rising rates and slower growth.

e Seek safety in investment grade bonds which can buffer your investment portfolio during an economic
slowdown.

e Consider Asian stocks and bonds. With less pressure on interest rates in Asia and China stepping up its
economic stimulus, the region could weather Fed rate hikes better than in the past.

e Speak to a UOB advisor on how best to position your portfolio according to your risk appetite.
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IMPORTANT NOTICE AND DISCLAIMERS:

The information contained in this publication is given on a general basis without obligation and is strictly for
information purposes only. This publication is not intended to be, and should not be regarded as, an offer,
recommendation, solicitation or advice to buy or sell any investment or insurance product and shall not be
transmitted, disclosed, copied or relied upon by any person for whatever purpose. Any description of investment or
insurance products, if any, is qualified in its entirety by the terms and conditions of the investment or insurance
product and if applicable, the prospectus or constituting document of the investment or insurance product. Nothing in
this publication constitutes accounting, legal, regulatory, tax, financial or other advice. If in doubt, you should consult
your own professional advisers about issues discussed herein.

The information contained in this publication, including any data, projections and underlying assumptions, are based
on certain assumptions, management forecasts and analysis of known information and reflects prevailing conditions
as of the date of the publication, all of which are subject to change at any time without notice. Although every
reasonable care has been taken to ensure the accuracy and objectivity of the information contained in this publication,
United Overseas Bank Limited (“UOB”) and its employees make no representation or warranty of any kind, express,
implied or statutory, and shall not be responsible or liable for its completeness or accuracy. As such, UOB and its
employees accept no liability for any error, inaccuracy, omission or any consequence or any loss/damage howsoever
suffered by any person, arising from any reliance by any person on the views expressed or information contained in
this publication.

Any opinions, projections and other forward looking statements contained in this publication regarding future events or
performance of, including but not limited to, countries, markets or companies are not necessarily indicative of, and
may differ from actual events or results. The information herein has no regard to the specific objectives, financial
situation and particular needs of any specific person. Investors may wish to seek advice from an independent financial
advisor before investing in any investment or insurance product. Should you choose not to seek such advice, you
should consider whether the investment or insurance product in question is suitable for you.
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