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Should Fed Stay or Should It Go Now:

Thank you to all who responded to our FOMC Pause or Go survey.  We received numerous thoughtful
comments as well as some very brief, to the point calls (Pause. Thank you, 25bps. Thank you).  The
responses were split about 60% to go, 40% to pause with a few on the fence.  Not far from where the
market is calling it now.

The majority of responses came from financial professionals of one sort or another & we appreciate you
taking the time to reply.  And now, for your reading pleasure, we present a sample of the responses

Starting with the pausers

* * *

They will pause. They should. They Must.

* * *

We have a slowing economy - though cooling at the fringes so far.  Data from the industrial sector still
looks pretty good.

If I had to guess, I'd vote for a pause.  The BOJ is mopping up like crazy - the Fed can afford to
outsource tightening to them, now that they seem to be willing.

Tightening at the BOJ also reduces a huge global imbalance - the real yield curve (low short rates in
Japan, high long rates in U.S.).

But you can see the reverberations...Indian markets were crushed 6% last night.

This is a good thing more of a reversion to the mean.

* * *

I tend to think they [will] do nothingthis 50/50 chance you speak of is what they want the market to
thinkWhy? Doesn't uncertainty lead to more volatility??

No one has a crystal ball, and I have no strong opinion on what they will do.  Look at the VIX and VXN
this week, to see my point.

But, like an existential believer in Market efficiency... I know nothing

* * *

I think the Fed will pause at the next meeting for the following reasons:

n       The housing market is slowing more rapidly than most will admit and is a BIG factor
in the decision

n       Time is needed to let prior rate increases work through the economy

n       Crude prices are easing which will help contain costs damping the need for price
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rate hike to attract foreign investors again, as we try to stay competitive in a global environment.  And
even if I am wrong, and the fed pauses, you can bet the house that they will raise at the next meeting
in august. So might as well as do it now and let the 2half of the year play out as the lag effect of rate
raising still has caught up yet.

* * *

As long as the inflation data continues to indicate it is picking up, I think they will continue the path of
higher rates.  They don't want to send the wrong message to the markets by pausing, which is, "we
think inflation is under control," when in fact it doesn't appear to be.  They seem little concerned with
the short term benefit of propping up the market (as well they should) so I fully expect another 1/4
point.

* * *

[Bernankes] current "dislocation" is the key. If the market continues to collapse or merely stabilizes
near these lows (11% down on rut, huge hits in commodity stocks, emerging markets) that will
probably correspond to further problems in commodities and will be supportive of the dollar, All of
which are at the center of "inflation fears". Clearly, Greenspan would have been able to read these tea
leaves and at least pause. One can only hope that Bernanke is smart enough to do the same.

* * *

I think the Fed will tighten at the June meeting. In typical Fed fashion, they will keep the
foot hard on the brake, and keep looking in the rear view mirror

* * *

My bet is 17.  The only catch if the data is weak early next month but I think it will continue firm

* * * 

To cool housing mkt, which is still hot. The implications are severe, Americans for the last two years
using the money to buy [Japan], Chinese and Indian goods, resulting a bubble in emerging [market]
China economy growing like 10% , Indian [market] doubled in last year and so on. The result is that
USA is seeing higher commodities prices, which can cause big inflation in US later on. China and India
don't want to slow down their economy due to political reasons..........Now fed chief wants to slow
down US economy, which will kill the emerging [market] economy and will kill the commodities prices.
That's good for American trade deficit and US people will able to save more. Good for the country. So
one mild recession will do that.

* * *

My opinion is that Bernanke needs to demonstrate that he is an inflation fighter (To make up for his
errors at dinner parties). He needs to overcome the unjust mudsling criticism that he is "Helicopter
Ben" by showing that he is firm about fighting inflation. The talk that rising mortgage rates will hurt is
overdone because many low income consumers only get a fixed rate loan, while upscale people who
have more financial and career resources can afford to take the risk of adjustable rate loans. So
Bernanke will keep raising rates. We are in a huge skilled labor boom with many Baby Boomers getting
ready for retirement, thus exacerbating skilled labor shortage. The theory that globalization will
increase the supply of highly skilled workers in poor countries is temporarily wrong, because the supply
of workers may be hitting a bottleneck, as there are only so many openings in engineering school, etc.,
so capacity may not increase fast enough in the short run, which is inflationary in the short run.

* * *

They will go another 25bps with a statement that they believe the forces of good and evil are now in
balance.




