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The Weekly Bottom Line

Highlights 
• The Federal Reserve held rates unchanged at its September meeting, but updated projections showed that the median 

FOMC member expects rates to remain above 5% through 2024, reinforcing the higher for longer message. 

• The economy is likely to feel some drag from the UAW strike, which announced additional action at 38 parts and dis-
tribution facilities across 20 states, as contract negotiations continue to progress slowly.

• The theme of “higher-for-longer” had pushed mortgage rates higher, which weighed on both homebuilding activity and 
existing home sales in August.
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Equities Slip As the Fed Reinforces "Higher For Longer"
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Higher for Longer
Over the past eighteen months the Federal Reserve has 
raised interest rates eleven times, bringing the policy rate 5¼ 
percentage points (ppts) higher. On Wednesday, the FOMC 
opted to hold rates steady for the second time in the past 
three meetings, as it fine-tunes its approach to the level it 
deems sufficiently restrictive to return price stability to the 
economy. The Fed adopted the same policy decision it im-
plemented in June - a hawkish pause if you will - indicating 
their expectation that one further rate hike is in the cards for 
2023. In response, Treasury yields jumped to their highest 
level since 2007, with the ten-year yield rising by 12 basis 
points (bps) on the week to 4.4%, while equities fell with the 
S&P 500 down 2.3% as of the time of writing.

Accompanying the FOMC decision on Wednesday, the 
updated summary of economic projections (SEP) showed 
that the median FOMC member is projecting a de-facto 
soft landing for the U.S. economy. The median member ex-
pects the unemployment rate to rise only 0.3ppts by the end 
of next year. For reference, the U.S. unemployment rate just 
rose by 0.3ppts in August alone. The Fed’s expectation that 
inflation will be at 2.5% by the end of 2024 remained un-
changed. However, the number of rate cuts for next year was 
pulled in, with the median FOMC member expecting the 
policy rate to be only 25bps below the current level at the 
end of 2024 - 50 basis points higher than in the June SEP 
(Chart 1). While these projections are decidedly hawkish, 
Chair Powell continued to emphasize that the Fed’s future 
decisions will depend on incoming data and its implications 
for the trajectory of inflation.

On that front, we saw in the housing data released this week 
that the interest rate sensitive sector continues to feel the 
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Chart 2: U.S. Home Sales Fall Under Higher Financing Costs

strain of higher rates, as homebuilding activity faltered in 
August on slowing demand for new homes. With mortgage 
rates back above 7%, a similar curtailment of demand was 
seen in existing home sales in August, which declined for a 
third consecutive month (Chart 2). Price growth, however, 
has continued to push higher, as the highest mortgage rates 
in 22 years has left many would-be sellers locked-in to their 
lower rates, limiting resale supply. This dynamic is being 
monitored by the Fed but is unlikely to influence monetary 
policy discussions due to the lagged and proxied measure-
ment of shelter costs in the CPI and PCE indexes.

Looking ahead, there is no shortage of upcoming events 
that will be on the Federal Reserve’s radar. This includes the 
UAW strike, which was extended to an additional 38 parts 
and distribution facilities this morning as negotiations con-
tinue to progress slowly. In the most recent round of strike 
action, the UAW has targeted General Motors and Stel-
lantis, citing negotiation progress with Ford as the reason 
for the company’s exclusion. This is expected to create ad-
ditional disruptions on top of the roughly 7.5% hit to U.S. 
production stemming from the first round of strike action. 
Also on the horizon is a looming shutdown of the federal 
government, with only a few days left before the October 
1st deadline. Adding to the impacts expected from the end 
of the moratorium on student debt repayment, it is clear 
that the Federal Reserve’s data-dependency approach is set 
to become more challenging over the near-term.
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Chart 1: Federal Reserve Anticipates Higher-for-Longer 
Interest Rates
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Disclaimer
This report is provided by TD Economics.  It is for informational and educational purposes only as of the date of writing, and may not be appropriate for other purposes.  
The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This material is not intended to be relied 
upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and should not be considered specific legal, investment or 
tax advice.  The report does not provide material information about the business and affairs of TD Bank Group and the members of TD Economics are not spokesper-
sons for TD Bank Group with respect to its business and affairs.  The information contained in this report has been drawn from sources believed to be reliable, but is 
not guaranteed to be accurate or complete.  This report contains economic analysis and views, including about future economic and financial markets performance.  
These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties.  The actual outcome may be materially different.  The 
Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in the information, analysis 
or views contained in this report, or for any loss or damage suffered.
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