
The financial markets were eagerly awaiting this morning’s interview of Fed Chairman 
Jay Powell at the Wall Street Journal’s Virtual Jobs Summit. In retrospect, it’s isn’t clear 
what Powell could have said that would have reversed the sell-off in bonds and 
halted the battering of riskier assets. It might have helped if he’d clarified the specific 
policy tools he’s been referring to that the Fed has at its disposal. Investors were also 
listening for the announcement of an “operation twist” type program, last used nine 
years ago when the Fed sold short Treasuries and bought longer-term Treasuries, 
driving long yields lower. There was no mention of any proposed adjustment in the 
Fed’s asset portfolio. 

Most of what Powell volunteered during the interview was cut from his recent 
speeches. 

• While there’s still risk, we expect job creation to pick up. 
• We expect as the economy reopens, we’ll see inflation pick up both from the base effect 

and a rise in spending. 
• The question is whether the inflation increase will be transitory. 
• Highly unlikely we’ll reach maximum employment this year. 
• The markets reflect an opinion of when the Fed will raise interest rates…but it will take 

time before the necessary progress is made. 
• If we do see what we believe is a transitory increase in price pressure…we will be patient. 
• The Fed would be concerned about disorderly moves or persistent tightening in 

financial conditions. 
• The Fed does not intend to raise interest rates until substantial progress has been made 

toward meeting its goals. 
• Still a long way from achieving goals… 
• Trying to make guidance as clear as possible. Not intending to surprise. 
• If conditions do change materially, we will be prepared to use our tools to foster the 

achievement of our goals. 
• $120 billion in monthly asset purchases will continue until substantial progress has been 

made. 
• Current policy stance is appropriate. 
• Doesn’t want to speculate on the possibility of allowing bills to run off the Feds’ portfolio. 
• The next couple of months will be very important in terms of containing the pandemic. 

Bottom line: Powell isn’t concerned. He expects higher inflation in the coming months, 
but believes it will be transitory. He believes the economy has a long way to go, and 
did not signal any future change in monetary policy. When asked to comment on 
fiscal policy, Powell refused. 

The market’s reaction to the interview was harsh. The 10-year Treasury note shed 
20/32nds while Powell spoke, and the tech-heavy Nasdaq promptly plunged 350 
points. The Fed will apparently allow the markets to sort this one out themselves. 

There was no mention of any 
proposed adjustment in the Fed’s 
asset portfolio. 

Powell isn’t concerned. He expects 
inflation in the coming months, but 
believes it will be transitory.

Powell Misses on Attempt to Calm Markets
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Market Indications as of 12:40 P.M. Central Time 
DOW DOWN 406 to 30,864 (HIGH: 31,962)    

NASDAQ DOWN 303 to 12,694 (HIGH: 14,095)       

S&P 500  DOWN 57 to 3,762 (HIGH: 3,934)    

1-Yr T-bill current yield 0.07%; opening yield 0.07%

2-Yr T-note current yield 0.14%; opening yield 0.14%

5-Yr T-note current yield 0.77%; opening yield 0.73%

10-Yr T-note current yield 1.54%; opening yield 1.48%

30-Yr T-bond current yield 2.31%; opening yield 2.28%

Economic Commentary

Page 2© 2021 Hilltop Securities Inc. | All rights reserved | MEMBER: NYSE/FINRA/SIPC

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 1201 Elm Street, Suite 3500, Dallas, Texas 75270, (214) 859-1800, 
833-4HILLTOP.


