
 

 

Key Highlights — 

 As mentioned in our June FOMC Meeting Update report, the U.S. FOMC an-
nounced the change to Balance Sheet policy in its September meeting. 

 The U.S. FOMC announced that it will let a small portion of its $4.5 trillion bal-
ance sheet mature without being replaced, starting in October with reductions 
of $10 billion a month and gradually rising over the next year to $50 billion a 
month.  

 The FOMC left its key interest rate unchanged but hinted at one more hike this 
year — most likely in December.  

 The Fed policymakers’ updated economic forecasts show an expectation for 
three more rate increases in 2018.  

 Fed Chair Janet Yellen said the Fed’s two rate hikes this year and its decision to 
begin reducing its bond holdings were signs of a solid economy and job market. 

  

The U.S. Federal Open Market Committee (FOMC) hold key interest rates in its  Sep-
tember 2017 policy meeting. Earlier in June it raised the interest rate by 25 basis 
points to a range of 1.00% to 1.25%. But Fed officials hinted that they may raise 
rates one more time by year-end if inflation rises. Their latest economic forecasts 
show policymakers expect three rates hikes in 2018, which would bring the bench-
mark rate to between 2% and 2.25% by the end of next year.  

Moreover, Fed announced that it will reduce  portfolio of the U.S. Treasury bonds 
and mortgage-backed securities, starting in October with reductions of $10 billion a 
month ($6 billion in Treasurys and $4 billion in mortgage bonds) and gradually rising 
over to $50 billion a month in October 2018. After that, the monthly reductions will 
remain steady. As a result, long-term borrowing costs in the U.S. could rise mod-
estly. According to the Central Bank, the U.S. economy is strong enough for the Fed 
to begin reducing its $4.5 trillion balance sheet in October, gradually unwinding a 
massive stimulus program started after the economy entered a severe recession 
nearly a decade ago. The Fed pursued three rounds of quantitative easing between 
2008 and 2014 to stimulate the economy after the 2007-2009 financial crisis and 
recession. 

On the projection front, the Fed now expects real GDP to grow 2.2% to 2.5% in 
2017, up from June's projection of 2.1% to 2.2%. Its expectation for the unemploy-
ment rate to fall to 4.2% to 4.3% this year is unchanged. 

The Fed's inflation expectations, however, continued to slide. It now says core PCE 
will come in at 1.5% to 1.6% in 2017, down from prior expectations of 1.6% to 1.7%.  
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The Organization for Economic Co-operation and Development (OECD) left its 
global growth forecast unchanged in its September update. The OECD predicted a 
3.5% global growth in 2017, unchanged from its previous forecast in June, while 
increasing its outlook for 2018 a tenth of a point to 3.7%. However, OECD warned 
that the rebound in global growth is not yet secure. With weak investment by busi-
nesses and slow growth in trade and wages raising doubts whether the current mo-
mentum will be sustained.  

The OECD raised its growth forecast for the Eurozone this year by 0.3 percentage 
point to 2.1%. However, predicted that the U.K. economy will slow rapidly in 
2018, as the U.K. heads towards a hard Brexit. In its latest round of forecasts, the 
Paris-based multilateral organization has penciled in GDP growth of just 1.6% in 
2017, which slips further to only 1% next year. 

The OECD has raised its expectations for economic growth in Canada this year com-
pared with a June forecast. According to the Paris-based economic think tank, the 
Canadian economy will grow by 3.2% this year, best in the G7. That is up from its 
forecast in June for growth of 2.8%. OECD maintained its Canadian outlook for 2018 
at 2.3%.  

On the other hand, the OECD kept its growth forecast for the U.S. this year un-
changed at 2.1%, as it did for next year at 2.4%. 

In case of emerging countries, the OECD raised forecast by 0.2 percentage points 
for China. It now predicted that the China’s economy will expand by 6.8% this year. 
The outlook for 2018 was similarly raised, to 6.6%. 

The forecasts for India were cut significantly, with growth this year now seen at 
6.7%, down 0.6 percentage point from the forecast the OECD made in June. The 
growth outlook for 2018 was cut by 0.5 percentage point to 7.2%. In India, the tran-
sitory effects of demonetization and of the implementation of the Goods and Ser-
vices Tax (GST) have led to a downward revision in 2017 growth projections, ac-
cording to OECD. 

Meanwhile, Brazil's economy is now seen as expanding by 0.6% this year, a shade 
lower than the June forecast. The forecast for 2018 is unchanged at 1.6% growth.  
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OECD World Economic Growth Outlook Projection

Sep Jun Sep Jun

World 3.1 3.5 3.5 3.7 3.6

U.S. 1.5 2.1 2.1 2.4 2.4

Euro Area 1.8 2.1 1.8 1.9 1.8

U.K. 1.8 1.6 1.6 1 1

Canada 1.5 3.2 2.8 2.3 2.3

India 7.1 6.7 7.3 7.2 7.7

China 6.7 6.8 6.6 6.6 6.4

Brazil -3.6 0.6 0.7 1.6 1.6

2017 2018
2016
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