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More dovish-ness from the FOMC 

 
  

 
 17th March 2016 

 The Federal Reserve appeared more dovish than previously seen in their January 
meeting, downgrading their GDP and inflation outlook while adding that global 
economic and financial developments continue to pose risk. But more importantly, 
the cut to two more rate hikes (instead of four) in its median dot plot chart may have 
been more than expected by market-watchers vs a cut to three rate hikes. This would 
then explain the plunge in the DXY index overnight, which in turn left gold 
significantly dearer to its $1,260/oz handle.  
 
Despite the official drop to two rate hikes, it is important to note that there still lies, 
more rate hikes to come. Furthermore, it still meets OCBC’s expectation for two rate 
hikes as well. We continue to stay firm for two more rate hikes this year to an 
eventual 1.0%. This does not effectively change our gold forecast, where we had 
previously called for a range of $1,050 (3 rate hikes) and $1,150/oz (1 rate hike). As 
such, our gold forecast for end-year will now fixate on $1,100/oz (2 rate hikes). Still, 
gold’s reign as the top performing asset since the start of the year is largely 
supported by on safe haven demand, and buying-interest into gold once again should 
not be discounted especially if global growth sentiment turns south into the year. 
Still, this is not our base case scenario, given our bearish outlook on gold prices. This 
outlook is very much underpinned by further rate hikes by the FOMC, which would 
lift the greenback and in turn, dull gold as a store of value. 
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in 
whole or in part to any other person without our prior written consent. This publication should not be construed as an 
offer or solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on 
the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the 
future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled 
from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in 
this publication is not untrue or misleading at the time of publication, we cannot guarantee and we make no 
representation as to its accuracy or completeness, and you should not act on it without first independently verifying its 
contents. The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any 
opinion or estimate contained in this report is subject to change without notice. We have not given any consideration to 
and we have not made any investigation of the investment objectives, financial situation or particular needs of the 
recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is 
accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on 
such information or opinion or estimate. This publication may cover a wide range of topics and is not intended to be a 
comprehensive study or to provide any recommendation or advice on personal investing or financial planning. 
Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual situations. 
Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your 
specific investment objectives, financial situation or particular needs before you make a commitment to purchase the 
investment product. OCBC and/or its related and affiliated corporations may at any time make markets in the 
securities/instruments mentioned in this publication and together with their respective directors and officers, may have or 
take positions in the securities/instruments mentioned in this publication and may be engaged in purchasing or selling the 
same for themselves or their clients, and may also perform or seek to perform broking and other investment or securities-
related services for the corporations whose securities are mentioned in this publication as well as other parties generally. 
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