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Bernanke targets united front   

 

 

 

 

SUMMARY 

 S&P500 rose 1.5% on Friday, despite Bernanke deciding not to offer 

any indications of further policy measures to aid the economy 

 

 Bernanke appears to be more focused on building consensus at the 

Fed in case further action is required 
 

 In his speech, he stressed the two concerns held by the three 

FOMC members that dissented from the decision to virtually 

promise to keep interest rates at current levels for two years 
 

 First, while the economic outlook has softened (on Friday, Q2 GDP 

was revised to 1.0% annualized from 1.3% initially reported), it is still 

consistent with a recovery in H2 and thus a stimulus is not required 
 

 Second, the government’s deadlock over the debt ceiling is largely 

responsible for the recent slump in confidence. Therefore, the 

burden is on the US government to plot a path towards fiscal 

sustainability while not ignoring the current fragility of the economy 
 

 By focusing on the dissenters’ concerns, and by making the next 

FOMC meeting a two-day meeting, it is clear that he is unhappy at 

the recent lack of Fed unity  
 

 Bernanke understands that QE3 would be extremely unpopular in 

many political circles, at home and abroad, and thus is keen for the 

Fed to be united if and when such action becomes necessary 
 

 He also continued to reiterate that the Fed has additional policy tools 

should the situation warrant it but fell short of outlining the details 
 

 We continue to believe rising core inflation remains an impediment 

to QE3 and we expect core inflation to peak in late Q4 
 

 We retain the view that QE3 will only take place in Q1 2012 
 

Economy falters in H1  
Quarterly GDP growth chart 
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Rising core inflation remains an impediment to 
QE3 
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 The next indication of the Fed’s thinking will be released on August 

30th when the FOMC minutes from the August meeting are released 
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