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Fed cut really a tweak
Almost as soon as the Federal Reserve announced a rate cut last Wednesday,
the markets started debating if another one would follow in September. If so, it
would validate those who thought the Federal Open Market Committee would
drop the target range of the federal funds rates by a half point Wednesday: a
quarter-point cut in September essentially would simply give that total over two
FOMC meetings instead of one. In the slow pace of monetary policy
maneuvering, that amounts to the same thing.
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Yet even though this is the first lowering of the target range rate since 2008,
Chair Jerome Powell and other Fed officials have made clear it is not the
beginning of a path back to that time of zero rates. If anything it was an
adjustment—a pullback from a December hike that shouldn’t have happened.
While trade conflict with China again is frightening the markets, positive
indicators still suggest the U.S. economy is solid. While consumer confidence
remains strong and the housing market seems to be rebounding, the jobs
report released Friday is the biggest sign. The U.S. added 164,000 people to
nonfarm payrolls in July, and wages and the participation rate rose.
The Fed action pushed the short end of the London interbank offered rate
curve (Libor) down last week, with the 1-month rate dropping from 2.24% to
2.23%, the 3-month rate decreasing from 2.25% to 2.24% and the 6-month
rate falling from 2.18% to 2.13%.
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