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Without much fanfare, the Federal Reserve (Fed) provided its policy guidance earlier this month. Although no rate hike
was implemented, the money and bond markets fully expect the U.S. central bank to continue on its tightening path for
the remainder of 2018, if not beyond. While the lion’s share of the focus has been Fed-centric on this front, it seems like a
good exercise to check in on what the expectations are for the developed world’s other key monetary policy makers

 

Heading into 2018, optimism for ongoing global growth seemed to be the norm. Indeed, along with the outlook for
continued global growth, discussions were arising on whether central banks would soon turn their attention to any
potential increase in inflation. While we still have more than seven months to go in this calendar year, recent data
appears to be suggesting a plateauing of sorts on the economic front.

 

 

One economic indicator that is widely watched for help discerning economic trends on a global basis are the various Pur
chasing Managers’ Indexes (PMI) on a country or regional basis. While the levels being posted in the developed world
still point toward further expansion, they don’t necessarily indicate a pick-up in growth prospects on the immediate
horizon. In fact, the readings for April on an aggregate basis were relatively flat, and in some cases—such as the
eurozone, the UK and Canada—have actually slipped a bit from their recent peaks.

 

So, what should investors expect in near-term global central bank policy? As illustrated in the table above, expectations
for the upcoming policy meetings certainly differ quite a bit. The overarching outlook is for the Fed to raise rates at its
next convocation on June 13, with the Fed Funds Futures implied probability being 100%, as of this writing. The
remaining four developed world central banks—the European Central Bank (ECB), the Bank of England (BOE), the Bank
of Canada (BOC) and the Bank of Japan (BOJ) —all fall in the “no rate hike” camp.

 

The rate outlooks for ECB and BOJ should not come as much of a surprise. Rate hikes are definitely off the table for
2018, but the ECB will need to make a decision on its QE program, which has a September expiration date as of now.
The implied probabilities for both the BOE and the BOC do not point to any imminent action either, but interestingly,
the figures do suggest that increases are envisioned before year-end. In the case of the BOC, the percentage rises to 75%
that a rate hike will be forthcoming at the following policy meeting, which is slated for July 11.

 

Conclusion

 

WisdomTree BLOG ARTICLE

WisdomTree.com  1-866-909-WISE (9473)

https://wisdomtree.com/blog/glossary#federal-reserve
https://wisdomtree.com/blog/glossary#rate-hike
https://wisdomtree.com/blog/glossary#tighten
https://wisdomtree.com/blog/glossary#inflation
https://wisdomtree.com/blog/glossary#purchasing-managers%E2%80%99-index
https://wisdomtree.com/blog/glossary#fed-fund-futures


So, to the question we posed in the title, developed world global central bank policy is not yet in sync. However, the
second half of 2018 could prove to be more interesting, data permitting.

 

Unless otherwise noted, source for all data is Bloomberg, as of May 11, 2018.

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Federal Reserve  : The Federal Reserve System is the central banking system of the United States.

Rate Hike  : refers to an increase in the policy rate set by a central bank. In the U.S., this generally refers to the Federal
Funds Target Rate.

Tighten  : a decline in the amount of compensation bond holders require to lend to risky borrowers. When spreads
tighten, the market is implying that borrowers pose less risk to lenders.

Inflation  : Characterized by rising price levels.

Purchasing Managers’ Index (PMI)  : An indicator of the economic health of the manufacturing sector. The PMI is based
on five major indicators: new orders, inventory levels, production, supplier deliveries and the employment environment.
A reading above 50 indicates an expansion of the manufacturing sector compared to the previous month; below 50
represents a contraction while 50 indicates no change.

Fed fund futures  : A financial instrument that let's market participants determine the future value of the Federal Funds
Rate.
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