A tedviabon scroen on tha Roor of the New York Stock Exchange shows the decision of the Federmal
Reserve on March 15, The Fed's key short-term rate is rising by a quarter-peint to a stiil-low range of
0.5 peroent to one percent. —
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W LINE WITH market ExpeCs

tation the US Federal He-

werve last week rafsed inter-

est rutes by 15 basis poants,

taking the owernaght fund
rate 10 a target range of (.75 per
ot o ome per cend. Yellen walked
i halance beiween- bracing the
market for additienal hikes but
siressng tha the Fed remains da-
ta-dependent and not interested in
,:.lgg_rrtw_.iw Lighl::ning.

In a move thay would please
global markets, the Federal OGpen
Market Comnuttes (FOMC) de-
scribed job gains as sofld and bass-
ness inveslmient .:[|1J-E'J.I"i.l"lg o finmy
up. The Fed had forecast mflation
to peach 1.9 per cent in the fourth
gaarter of cusrent yesr and two per
cent in both 2018 and 2019,
Though interest: rides have beon
increased the Fed has not shifted
its estimntion of US GDP growth at
2.1 percent in 2001 7 though it peo-
jected @ minos increase from bwo
per cent fo 2.1 per cent i 2018
and kept 2019 eddimates &t tha
sarne bevel of 1.9 per cend. The Fed
last week indicated that it still ex-
pects three moves.

Mariet waits to see how Preg.
dent Donald Trump see his Con-
gress take the responsibility for
ph?.'n.i'irl.;_q eronomic stimualas. Ex-
pectations in the US markets are
high that an aggressive fiscal poficy
widl I:q'ing_ Fack gn:-'.-n!'u. However,
Fed's data does not reflect the opti-
miam — grosth has been stagnant
for thiree years

After the Fed action last week
mast of the GOC central banks
have hiked rates. Rabes on ceriifi-
cates of deposit iesed by the UAE
central bank will increase, and the
repo rate 2t which financia inatitu-
tbogis horrow shori-term I|.q|.'|idiq-

The Fad forecast Inflation
o reach

199

in Qd of current vear and

O
%
in both 2018 and 2019

{rom the central bank will increase
o 1. ESF-H-::m
Kinwant's central bank ralsed fits

liscoiung rata pa 2.75 percent D

keep the Kuwsitl dinar an atrac-
tive currency for savings. Smedi
Arabia’s'central bank raised s re-
wrp:m'pqnl.t..lhz rll:-r,:.ll:whi.ch
commereial banks deposit mmqr
'H"Ilh 'Il'm- -E:Etﬂ] bank, to one
its repo rale, w}ur.h

n: lises mI momey to banks, un-
cha at bwo per cent.

ﬁﬁmmlﬁ af Bahrain had
raised its key policy interes rate on
the cne-week deposit facility by 25
basis points o 1.25 per cent. it also
inereased thres other rates by
I35 bpa: the overnight deposit rabe
to one per cent, the one-month de-
posit Fate 1o 1,75 per cent, and the
lending rate to three percent.

Earier adber Fed hiked mtes in De-
cember 2015 all GOC eentral Banks
except Oman folbowed the same,
Rising finding costs as a reslt of
Fed rate hikes could eventaally
translate b0 pressune on MEIgIns
for GO banks, Cost of bormowings
for the banks will go up, however

given high level of current acccunt
deposits, bank’s bormowing needs
are less and therefore the absobate
increass M their bomowing cost will
ez koweer than the meome they will
penerate on kending a2 hagher rates 1o
the custormers, However those banks
whach have higher borrowng wall
{ade pressure from mangns. Banks
vihich are abie to repioe thelr bosns
whale remaining locked o the exist-
irgg rabes on depotits stand 1o gain,
The GOC economies with pegeed
currencies are expected o faoe fur-
theer piser i coest of Fands and impact
of qurrency appreciation. Monetary
tightening kn 200 7 will contimae ta
&t as a headwind to any pickep in
econamic activity m the GOC this
year. The US rate hiking eyche will
also underpin dollar strength,
which will continue to erode the
xgg_l competitivensss of the
GCC's non-oil ssctor. A . Stronger
hmmdepmdr:ni real
m:.t.uu: of
estate and towrivm,

Mwlmnmmﬂhﬁﬁw-ﬁ-ﬂl
lap-based investenents, especially
real assets 1o hedge their currency
exposne, and we could wee actiity
from Chinese and from Russian
IIT\"I:HWH- Sirengt rin l:urn:n

cies will reduce cost of im

'Lht‘-l't'h'!."ll‘l‘l]}l‘l.‘.rﬂl'lg_ﬂ'l.t un:u-n-f

1:1.-:1:.5 ping terms of trade
gmd thing fos an

as they a higher
ﬂmd:mr of k mﬂ stronger
economic growth, particularly
where economic anul:s are Largely

imported. The rising divergence
between the U5 b-fﬁneumqrﬂe
where growth is accelerating along
wnﬂ1 :nﬂmma. pressurcs and
e it is deceler-
:t[:ng wdi lead to monetary pe-
alignment in GCC,
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