Correctlon Would ease fears of overheated economy
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WASHING'I‘ON - Wall Street has-

thrown a rather sour welcommg party
for Jerome Powell.
-.0n Monday, Powell's very ﬁrst day as

wotst pé centage diop singe 2011 The i

selling b s,’ra%ed on'in the’ days since,
fueled partly by fear that higher infla-

tlo Wlll lead theF_ed to ac_cel_erate i_t_s in-

my ahd thestoek tisket: On Thutsday,

the DoW plunged over 1,600. points,‘ j

_ themnow in the face of investor amoety
" and lower stock prices? '

~ The worry that
is' merely one’ ‘of th

Federal Reserve chmrman, the Dow %

cerned about’ mﬂatioh'i’ Will they step J
up their.ratg hikes' = or perhaps slow -

serzed investors '
s Powell faces
as he succeeds Janet Yellen as head of * ci
“the world’s most influential cential A
bank. Before becomin ¢haifman, Pow-
ell had indicated he’ was inclined to fol= -
low the catitious’ stance’ toward rate o
hikes, that was a hallmark of Yellen s
tenure, Yellen's Féd kept rates near rec-
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The market’s turmorl could
spin Fed’s rate decisions

well got a SOl pré .
rom the stock market Monday, his

" first day in charge of the Federal

Stocks dlpped then

ord lows and bought long—term bonds . -hay

to lotver borrowing ratés for cohsumers

- and businesses and energize an econo-

my léveled by the 2008 financial ctisis.
But as . the Flunge in markets .
rward is likely to be

trickier and perhaps riskier. The Féd'’s
perennial chiallénge fs to keep rates high -

showed the path

enough to prévent the economy from
overheatmg and igniting inflation — but

low encugh to nurture healthy growth ,

‘The central bank left rates ui-

changed i “Janubry at Vellen's last’
meeting as chiit, But it had signaled in,-
December that it éxpected to raise ratés

three times in 2018, just as in 2017,
 The turbulence coursing through

markets has réiged speculation that Fed -

officlals might d_eclde to slow their pace

cline ¢ far “small potatoes” relative to
the outsize ghins of the past few years.

“If it stops here, the 1mp11catlons for'j'
the economic,outlook are very margm— -

al,” Dudley daid in an interview on
Bloojnberg T‘Elf it were to go on much

er and be much more persistent,
then|it could tartlto affect household
and businebs’ spending behavior, and
thail ould actually start to influence the
economic outlock.” .

n the Fed's possrble timetable for
‘rab increases, Dudley said the pace will

depend on. how the economy evolves

'I'hursday called the stock market’s de-

recessron started by burstmg bubble R

. He said the Fed’s forecast in Uecember

for three rate hikes this year seems “like
a very reasonable projection.”
Charles Evans, president of the Fed’s

Chicago bank, who had dissented from = -
_ the Fed’s last rate hike in December,
said he could support “three or even .
four” rate’ increases this year if he has
more conﬁdence that mﬂatlon has be-‘ o

gui to move up.

David Jones, an author of several
books on the Fed is_among analysts . -
who day the Fed may - detually be .
pleased that the stock ‘market. has re-_'
treated after a prolonged period of rec- "
ord highs that had raised fears of a dans:
gerots asset bubble that could burst -

and derail the economy,
. Likewise, Robert Kaplan presrdent
of the Fed’s Dallas regional bank, said

" Wédnesday ‘that he welcomed thls,.
“week’s decline in stock prices,. |
i healthy that thére 1s,
aplan said in Frank-

1 think it
some correctlon,
furt Germany

tfle more volatility in

) p M

X fear of .potentrally h1gher—than expect— ,
ed inflation and interest rates. It began -
after the governrnent reported Friday

« that average wage, gains, which have.
- been lackluster for years, had surged -
- 2.9 percent in the 12 moriths that ended
-~ in January. That was the sharpest such -

increase in elght years. _': ]

the concern tha f. the wage 1ncrease" :
~'was heralding higher inflation_ahead,

then"the Fed might accelerate its rate

hikes ouit of concern; that it needed to
control Jnﬂatron before 1t got out of; ‘

hand.

17 percent. Some. analysts have sug-
gested that that figureé was held down

by temporary factors, includrng price '
wars among cellphone gervice provrd— :

ers.

e AN eahealthythmg.” e

Before this week, many econormsts i
had begun to_speculate that the Fed
nnght taise rates four times this year if
_ inflation measutes edged closer to the
2 percent target level. The 12-month
change in iiiflation in Decémber. was | -




