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Powell Offers Few Clues and Little Clarity

Fed Chairman Jay Powell, in a highly anticipated prepared speech before the Economic
Club of New York this afternoon, indicated progress on the inflation front and a
willingness to proceed carefully going forward. Powell pointed out that core inflation
over the past three and six months is now below 3%, while cautioning that the path
lower may be bumpy. He noted that the decline in inflation, so far, has not come at the
cost of higher unemployment, which he considers a welcome development.

Powell went on to say that GDP growth will likely be very strong in the third quarter, but
is expected to cool off in the fourth quarter and in 2024. The Fed Chairman believes this
cooling is necessary in order for the committee to achieve its 2% inflation goal.

Powell said that financial conditions have tightened, while noting there may be
meaningful tightening still in the pipeline, which implies that the committee will be
afforded time to allow policy to take full effect before proceeding further.

Additional rate increases may be necessary if above-trend growth persists, but future
decisions will depend on incoming data. Powell’s prepared remarks, as expected, left
the door open for additional hikes. He emphasized the uncertainty of the outlook
and evolving conditions, which seems to support a continued pause. In the Q&A that
followed, Powell said he did not consider policy to be overly tight.

Financial market volatility was considerable during Powell’s speech and Q&A session,
as investors listened for less obvious clues in his words. Both stocks and bonds sold off
initially, then rallied back. As of this minute, yields are slightly lower on the short end
and higher beyond three years ...but the trading day isn't over. Stocks continue to
whipsaw back and forth. The bottom line is that the markets were anxious for clarity
which Powell was unable to provide.

Market Indications as of 12:58 PM. Central Time

DOW Down -11 to 33,655 (HIGH: 36,800)
NASDAQ Down -25 to 13,289 (HIGH: 16,057)

S&P 500 Down -10 to 4,305 (HIGH: 4,797)

1-Yr T-bill current yield 5.44%; opening yield 5.43%
2-YrT-note current yield 5.18%; opening yield 5.23%
3-YrT-note current yield 5.03%; opening yield 5.06%
5-Yr T-note current yield 4.96%; opening yield 4.95%
10-Yr T-note current yield 4.97%; opening yield 4.94%
30-Yr T-bond current yield 5.07%; opening yield 5.02%
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Powell went on to say that GDP
growth will likely be very strong in
the third quarter, but is expected to
cool off in the fourth quarter and in
2024.

The bottom line is that the markets
were anxious for clarity which Powell
was unable to provide.

Page 1



Hilltopsecurities TP Economic Commentary

The paper/commentary was prepared by Hilltop Securities Asset Management (HSAM). It is intended for informational purposes only and

does not constitute legal or investment advice, nor is it an offer or a solicitation of an offer to buy or sell any investment or other specific

product. Information provided in this paper was obtained from sources that are believed to be reliable; however, it is not guaranteed to be
correct, complete, or current, and is not intended to imply or establish standards of care applicable to any attorney or advisor in any particular
circumstances. The statements within constitute the views of HTS and/or HSAM as of the date of the document and may differ from the views of
other divisions/departments of affiliates Hilltop Securities Inc. In addition, the views are subject to change without notice. This paper represents
historical information only and is not an indication of future performance. Sources available upon request.

Hilltop Securities Asset Management is an SEC-registered investment advisor. Hilltop Securities Inc. is a registered broker-dealer, registered

investment adviser and municipal advisor firm that does not provide tax or legal advice. HTS and HSAM are wholly owned subsidiaries of Hilltop
Holdings, Inc. (NYSE: HTH) located at 717 N. Harwood St,, Suite 3400, Dallas, Texas 75201, (214) 859-1800, 833-4HILLTOP

©2023 Hilltop Securities Inc. | All rights reserved | MEMBER: NYSE/FINRA/SIPC Pa ge )



