
The Fed’s Jackson Hole conference will take place Thursday through Saturday.n

The theme of this year’s conference is “Reassessing the Effectiveness and
Transmission of Monetary Policy.”  The key event is Chair Powell’s speech on the
economic outlook at 10am New York time on Friday.

Powell’s past remarks at Jackson Hole have shed valuable light on his thinkingn

and have sometimes affected market pricing.  We expect Powell to express a bit 
more confidence in the inflation outlook and to put a bit more emphasis on 
downside risks in the labor market than in his press conference after the July 
FOMC meeting, in light of the data released since then.  A speech along these 
lines would be consistent with our forecast of a string of three consecutive 25bp 
cuts in September, November, and December.  A dovish surprise could be any 
hint that the level of the funds rate is inappropriately high, while a hawkish 
surprise could be highlighting instead that broad financial conditions are still 
quite easy. 

We have written at length about the conference theme in our research over then

last two years.  In particular, we have argued that several factors unique to the
pandemic cycle have dampened or delayed the transmission of the Fed’s rate
hikes to the economy.  We have also argued that the lag time with which interest
rate changes affect GDP growth is shorter than widely believed, though the lag
time from changes in the output gap to changes in inflation can be quite long.
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Q&A on the Fed’s Jackson Hole Conference 

Q: What is the agenda for the Fed’s Jackson Hole conference? 

A: The theme of this year’s conference is “Reassessing the Effectiveness and 
Transmission of Monetary Policy.”  The key event for markets is Chair Powell’s speech on 
the economic outlook at 10am New York time on Friday, August 23.  The rest of the 
conference on Friday and Saturday consists of research presentations, panel 
discussions, and policymaker speeches.  The Fed will release the conference agenda on 
Thursday at 8pm and will release the papers and presentations just before each event 
begins. 

Q: What is your current Fed forecast? 

A: We expect an initial string of three consecutive 25bp cuts in September, November, 
and December, followed by quarterly rate cuts starting next year to a terminal rate of 
3.25-3.5%.  We think the increase in the unemployment rate to date and other softer 
signs in the labor market are enough for the FOMC to accelerate the initial pace from 
the plan implied by the dot plot to cut every other meeting to instead cut at consecutive 
meetings, but not enough to cut by 50bp.  We see comments from Fed officials since 
the July employment report as consistent with our forecast of a 25bp cut in September. 
A weaker August employment report than we expect would be the most likely catalyst 
for a larger cut in September. 

Q: What do you expect Chair Powell to say? 

A: We expect Powell to offer a more dovish version of his message from the press 
conference after the July FOMC meeting in light of the soft CPI report, the weak job 
growth numbers, and the further increase in the unemployment rate since then.  This 
might mean expressing a bit more confidence in the inflation outlook and putting a bit 
more emphasis on downside risks in the labor market.  Powell might also reiterate that 
the FOMC is watching the labor market data carefully and is well positioned to support 
the economy if necessary.  Comments along these lines would likely reinforce market 
expectations of a rate cut in September while deferring the 25bp vs. 50bp question to 
the August employment report. 

Possible dovish surprises could include a more concerned take on the labor market or 
any suggestion that the high level of the fed funds rate is inappropriate in light of the 
progress made on inflation, either of which could lower the bar for a larger cut or a 
longer string of consecutive cuts.  A possible hawkish surprise might be highlighting 
instead that broad financial conditions are still quite easy, which could imply that the 
high level of the funds rate, while perhaps unnecessary, is not an urgent problem. 

Q: Does Jackson Hole matter?  Has Powell provided useful monetary policy 

guidance in the past? 

A: Powell’s remarks at Jackson Hole have often shed valuable light on his thinking and 
have sometimes affected market pricing, as Exhibit 1 shows.  Powell argued for 
quarterly cuts and outlined his skepticism about focusing too much on estimates of r* 
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and u* (the neutral fed funds rate and the unemployment rate compatible with 2% 
inflation) in 2018, hinted at the need to deliver cuts that the market had already priced in 
order to keep financial conditions easier and support the economy in 2019, announced 
the by then largely expected outcome of the FOMC’s framework review in 2020, 
reinforced expectations of an upcoming taper in 2021, reiterated that it would be 
appropriate to slow the pace of tightening “at some point” but said that policy would 
likely have to remain restrictive “for some time” in 2022, and said the FOMC would 
“proceed carefully” in 2023, which wound up signaling that it would not hike at the next 
meeting. 

Q: What are your views on the conference theme, “Reassessing the Effectiveness 

and Transmission of Monetary Policy”? 

A: We view the transmission of monetary policy to the economy through the lens of our 
financial conditions index (FCI) and use our FCI growth impulse model to estimate how 
changes in broad financial conditions driven by Fed policy or other forces affect GDP 
growth.  Last fall, we summarized our views on the magnitude and timing of the impact 
of the Fed’s rate hikes on the economy and why both might be somewhat different 
during the unique pandemic cycle. 

We have argued since 2022 that several factors dampened or delayed the impact of rate 
hikes on the economy this cycle: surprisingly resilient risk sentiment has reduced the 
transmission to broad financial conditions; the two most rate-sensitive sectors—housing 

Exhibit 1: Chair Powell’s Speeches at Jackson Hole Have Shed Valuable Light on His Thinking and Have Sometimes Affected Market 

Pricing 

Date Impact on 2y Yield* Key Messages from Chair Powell's Speech at Jackson Hole

8/24/2018 -1bp

Argued for gradual—interpreted to mean quarterly—rate hikes as a reasonable compromise.  
Expressed skepticism about focusing too much on estimates of r* (the neutral fed funds rate) 
and u* (the unemployment rate compatible with 2% inflation).  Noted that overheating risks 
include destabilizing financial excesses, not just high inflation.

8/23/2019 -4bp

Argued for additional rate cuts in response to a long list of downside risks and hinted at the 
need to deliver cuts that the market had already priced in order to keep financial conditions 
easier and support the economy.  China announced retaliatory tariffs on US exports the same 
morning as Powell's speech.  We nudged up our odds of further rate cuts.

8/27/2020 +0.4bp

Announced the adoption of flexible average inflation targeting to conclude the monetary policy 
framework review.  The announcement was a significant dovish long-term shift but was roughly 
in line with expectations.  We pulled forward our forecast of when changes to the forward 
guidance and asset purchase program would be announced by one meeting.

8/27/2021 -2bp
Offered a balanced acknowledgement of both strong recent employment gains and the 
downside risks posed by the Delta variant.  Reinforced expectations of an upcoming 
announcement of the tapering of asset purchases.

8/26/2022 +4bp

Reiterated that it would be appropriate to slow the pace of tightening “at some point” but 
balanced that by saying that policy would likely have to remain restrictive “for some time” in 
order to bring inflation down and that another 75bp hike "could be appropriate" and would 
depend on the data (two had already occurred and two more would follow).

8/25/2023 +4bp

Said the FOMC would "proceed carefully" when deciding whether to hike at future meetings, 
which wound up signaling that it would not hike at the next meeting or again this cycle.  Gave 
an incrementally more hawkish assessment of risks to the outlook and noted that the FOMC 
was "attentive to signs that the economy may not be cooling as expected."

* We show the change in 2-year Treasury yields from 30 minutes before to 1 hour after the release of Powell's remarks.

Source: Goldman Sachs Global Investment Research
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and autos—were constrained mainly by supply and were consequently less responsive 
to reduced demand; adjustable-rate mortgages are rare today; elevated corporate debt 
issuance at the start of the pandemic has so far limited corporates’ refinancing needs 
and delayed the transmission from higher market interest rates to corporate interest 
expense; and the biggest net debtor in the economy, the federal government, has so far 
chosen not to cut spending or raise taxes in response to its higher projected interest 
expense.  We also highlighted one factor that amplified the impact of rate hikes: runs on 
a few regional banks sparked an even sharper tightening in bank lending standards than 
would usually be associated with hikes of the magnitude delivered. 

On the speed of transmission, we argued that the lag time with which monetary policy 
tightening affects GDP growth is shorter than widely believed.  However, we also 
argued that the lag time from changes in the output gap to changes in inflation can be 
fairly long because some wage and price contracts are quite long-lasting, social norms 
can limit the speed with which sellers pass along increases in costs or market prices to 
loyal customers such as long-standing tenants, and the need to receive approval for 
price hikes from government regulators in some industries can also create delays. 

The conference theme will likely be presented in a mostly backward-looking context.  
But a related forward-looking question is whether similar forces might also dampen the 
impact of potential future rate cuts if the Fed needs to stimulate a weak economy at 
some point.  We see some reasons why the answer might be yes—for example, 
interest rate cuts will initially provide less of a cash flow boost through the refinancing 
channel than usual because so many homeowners already have such low mortgage 
rates.  But in light of how much room the Fed has to cut, we are not very worried about 
this. 

David Mericle
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contrôle prudentiel et de resolution (“ACPR”) and regulated by the Autorité de contrôle prudentiel et de resolution and the Autorité des marches 
financiers (“AMF”) disseminates research in France; GSI - Sucursal en España (Madrid branch) authorized in Spain by the Comisión Nacional del 
Mercado de Valores disseminates research in the Kingdom of Spain; GSI - Sweden Bankfilial (Stockholm branch) is authorized by the SFSA as a “third 
country branch” in accordance with Chapter 4, Section 4 of the Swedish Securities and Market Act (Sw. lag (2007:528) om värdepappersmarknaden) 
disseminates research in the Kingdom of Sweden; Goldman Sachs Bank Europe SE (“GSBE”) is a credit institution incorporated in Germany and, within 
the Single Supervisory Mechanism, subject to direct prudential supervision by the European Central Bank and in other respects supervised by German 
Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, BaFin) and Deutsche Bundesbank and disseminates research 
in the Federal Republic of Germany and those jurisdictions within the European Economic Area where GSI is not authorised to disseminate research 
and additionally, GSBE, Copenhagen Branch filial af GSBE, Tyskland, supervised by the Danish Financial Authority disseminates research in the Kingdom 
of Denmark; GSBE - Sucursal en España (Madrid branch) subject (to a limited extent) to local supervision by the Bank of Spain disseminates research in 
the Kingdom of Spain;  GSBE - Succursale Italia (Milan branch) to the relevant applicable extent, subject to local supervision by the Bank of Italy (Banca 
d’Italia) and the Italian Companies and Exchange Commission (Commissione Nazionale per le Società e la Borsa “Consob”) disseminates research in 
Italy; GSBE - Succursale de Paris (Paris branch), supervised by the AMF and by the ACPR disseminates research in France; and GSBE - Sweden 
Bankfilial (Stockholm branch), to a limited extent, subject to local supervision by the Swedish Financial Supervisory Authority (Finansinpektionen) 
disseminates research in the Kingdom of Sweden.  

General disclosures 
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority 
of reports are published at irregular intervals as appropriate in the analyst’s judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment 
banking and other business relationships with a substantial percentage of the companies covered by Global Investment Research. Goldman Sachs & 
Co. LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

We and our affiliates, officers, directors, and employees will from time to time have long or short positions in, act as principal in, and buy or sell, the 
securities or derivatives, if any, referred to in this research, unless otherwise prohibited by regulation or Goldman Sachs policy.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not 
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the 
products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or 
performance of, or provide analysis of, individual companies within any industry or sector we describe. 

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the 
investment theme being discussed and is not a recommendation of any such security in isolation. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
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Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments. 

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
https://www.theocc.com/about/publications/character-risks.jsp and 
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018. 
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation 
will be supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by Goldman Sachs Global 
Investment Research may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic 
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2024 Goldman Sachs. 

You are permitted to store, display, analyze, modify, reformat, and print the information made available to you via this service only for your own use.  
You may not resell or reverse engineer this information to calculate or develop any index for disclosure and/or marketing or create any other derivative 
works or commercial product(s), data or offering(s) without the express written consent of Goldman Sachs. You are not permitted to publish, transmit, 
or otherwise reproduce this information, in whole or in part, in any format to any third party without the express written consent of Goldman Sachs. 
This foregoing restriction includes, without limitation, using, extracting, downloading or retrieving this information, in whole or in part, to train or 
finetune a third-party machine learning or artificial intelligence system, or to provide or reproduce this information, in whole or in part, as a prompt or 
input to any such system. 
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