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“the economy is strong, unemployment is near 50-year lows, and inflation is 

roughly at our 2 percent objective. The baseline outlook of forecasters inside and 

outside the Fed is for more of the same.” 

“This historically rare pairing of steady, low inflation and very low unemployment 

is testament to the fact that we remain in extraordinary times” 

The incoming economic data on the real side of the economy have come in 

stronger than I had been expecting earlier this year. So much stronger, in fact, that 

the central question in my mind is whether the apparent strength in GDP and job 

growth is a signal that I have materially underestimated the underlying 

momentum of aggregate demand. If that's the case, the potential for overheating 

would require a higher path for rates than what I had been thinking. 

These business leaders have struck a largely upbeat tone regarding the current 

environment, with the majority reporting that demand roughly matched or was 

slightly above their expectations. That said, my contacts generally indicated that 

they have not materially revised their outlooks for the remainder of 2018 and 2019. 
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“So we delved into this issue during conversations with our contacts. The 

responses were a little varied, but they had one unifying theme: Businesses' 

investment strategies are driven by demand fundamentals. In this environment, 

business leaders have not yet bought into a significant persistent pickup in 

demand beyond their current capabilities to meet that demand.” 

“I believe that Federal Reserve policymakers will likely need to move interest rates 

gradually from a mildly accommodative stance to a mildly restrictive stance in 

order to best fulfil our mandate — stable prices and maximum sustainable 

growth.” 
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The slight down-tick in the rate of composite output growth in September does 

little to change the picture for the third quarter as a whole, with the PMI data still 

running consistent with around 0.5% quarter-on-quarter expansion in GDP. 

“The escalating US-China trade war, uncertainty surrounding Brexit negotiations 

and Turkey's currency crisis have all played a part. It was producers of investment 

goods such as machinery, transport and other equipment that led the decline in 

orders in September, in some cases reporting the postponement of projects.” 
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“Although firms remained optimistic overall that output levels would be higher in 

a year’s time, the degree of confidence dipped to a 22-month low, with some 

panellists raising concern towards the demand outlook.” 
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Some companies cited hopes of a boost to activity from pent up client demand 

following the conclusion of Brexit negotiations. However, there were again 

widespread reports that political uncertainty and global trade tensions had 

weighed on overall growth projections. 

 “Foreign demand posted a mild recovery following the solid contraction 

registered in August” 
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