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Let’s tell it like it is: anyone expecting a “dovish”-
style inauguration of Warsh was surely 
disappointed. The Fed delivered a completely 
different message compared to the past, like a 
parent telling their child they’re about to remove 
the training wheels from their bicycle, and that 
from now on they’ll have to rely solely on their 
own abilities. 

The statement was particularly concise, but with 
a clear final reference to price stability, which 
the new FOMC intends to pursue, given that 
inflation has been above the 2% target for far too 
long. As a result, the dot plot immediately moved 
up by 40 basis points for 2026 and by 50 for 2027, 
with as many as 9 out of 18 members expecting 
at least one rate hike this year, 6 of whom 
indicated two.  

 

Quite a difference compared to four months ago, 
when the market was still pricing in two rate 
cuts; and good thing this new governor was 
chosen by Trump... I would have gladly gone to 
dinner with Powell that evening to hear what he 
thought about it. 

It should also be added that Warsh has little faith 
in the dot plot, and in fact he himself did not 
express any view on it, instead announcing the 
creation of working groups that will focus on five 
distinct projects aimed at clarifying central bank 
procedures and strategies regarding 
communication, balance sheet, data sources, 
productivity, labor, and inflation.  

In particular, the methods used to calculate 
inflation will be stripped of all those distortions 
that arise from short-term shocks. 

 

So, when people ask me what I think 

will happen in the future, my answer 

is always the same: if we were in the 

1990s, I would reduce risk to the 

maximum. But nowadays, markets 

are no longer – as a dear colleague of 

mine says – a mirror of the real 

economy; rather, they have become 

primarily a tool for capital allocation 

within a specific monetary system. 

And this system, following the 2008 

crisis, has changed radically. 
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Markets reacted negatively to Warsh’s remarks, 
but without much emphasis, probably also 
because in the hours following his speech the 
reopening of the Strait of Hormuz and the end of 
hostilities between the US and Iran were 
announced, even leading to a rebound the 
following day, just before the holiday. 

Obviously, this shift in communication will have 
to be managed by market participants, who will 
have to deal with much greater uncertainty than 
before. It has always been said “never fight the 
Fed,” but if you don’t know what they have in 
mind, it becomes difficult to follow them.  

Let’s say, then, that another layer of uncertainty 
is being added to an environment that is already 
changing day by day. 

Just think of the series of announcements 
related to the war, with equity markets 
repeatedly celebrating the end of hostilities and 
normalization of the situation by hitting new 
record highs (just look at the chart from late 
March onwards), without this actually 
happening. 

Let’s hope this time it’s the real one, although I 
obviously continue to have serious doubts. 

So, when people ask me what I think will happen 
in the future, my answer is always the same: if 
we were in the 1990s, I would reduce risk to the 
maximum.  

But nowadays, markets are no longer – as a dear 
colleague of mine says – a mirror of the real 
economy; rather, they have become primarily a 
tool for capital allocation within a specific 
monetary system. And this system, following the 
2008 crisis, has changed radically. 

That’s why it makes little sense to make short-
term forecasts by drastically increasing or 
reducing risk, or to follow the advice of certain 
“gurus.” 

Rather, you should invest with this certainty in 
mind: corrections come suddenly, like summer 
storms, and sometimes turn into real tornadoes, 
so there’s no need to panic, because calm always 
returns eventually. If, however, during lightning, 
thunder, and 100 km/h gusts of wind, you panic, 
then it’s better to avoid overweighting risky 
assets, because the duration and frequency of 
bad weather are unknown both in meteorology 
and in finance. 

 
Michele De Michelis 

CIO, FRAME Asset Management 
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IMPORTANT LEGAL INFORMATION 

 

IMPRESSUM 

This document is marketing material and is not the result of independent financial/investment research, and therefore has not been prepared in accordance with 

the legal requirements for independent financial/investment research. It is not subject to any prohibition on trading prior t o the dissemination of 

financial/investment research. It has been produced by Frame Asset Management SA, based in Lugano. Information regarding financial instruments and issuers is 

updated irregularly or following significant events. 

 

IMPORTANT LEGAL INFORMATION  

The information and opinions contained in this document were produced as of the date of writing and are subject to change without notice. This document is purely 

for informational purposes and does not constitute advice, an offer, or an invitation by or on behalf of Frame Asset Manageme nt to buy or sell securities, derivative 

products based on securities, or other products, nor to participate in specific trading strategies in any jurisdiction under financial services law. The opinions and 

comments of the authors reflect their current judgments, but not necessarily those of other Frame Asset Management companies or any other third parties. Other 

Frame Asset Management companies may have published or may publish in the future other documents whose content or conclusions  may differ from those of this 

document. Frame Asset Management does not undertake any obligation to ensure that such documents are brought to the attention of the recipients of this 

document. Although the information and data contained herein are obtained from sources believed to be reliable, no representa tion is made as to their accuracy or 

completeness. In particular, it is possible that the information provided in this document does not cover all relevant inform ation related to financial instruments or 

their issuers. Frame Asset Management accepts no responsibility for any losses arising from the use of this document. 

 

SUITABILITY AND SUSTAINABILITY  

Nothing in this document constitutes investment, legal, accounting, or tax advice, nor does it contain any statement regardin g the suitability or appropriateness of 

a particular investment or strategy to individual circumstances, nor any personalized recommendations directed at specific investors. Fram e Asset Management 

advises investors to independently assess, with the help of a professional advisor, specific financial risks as  well as legal, regulatory, credit, tax, and accounting 

consequences. If reference is made to a specific research report, this document should not be read without considering the sp ecific report mentioned, which may 

be provided upon request. 

 

GENERAL RISKS  

The price, value, and income from investments in any investment category mentioned in this document are subject to fluctuations, and investors may not recover 

the amount initially invested. The risks inherent in the investment categories mentioned herein include, but are not limited to, market, credit, political, and economic 

risks. The investor may be exposed to currency risk when products or their underlying instruments are denominated in a curren cy other than that of the investor's 

country of residence. The investment and its performance would therefore be exposed to currency fluctuations, and their value could increase or d ecrease. The 

particular risks associated with specific investments mentioned in this document are clearly disclosed in the relevant  product fact sheet, subscription agreement, 

information note, prospectus, or other offering document related to the issuance of securities or other financial instruments . Such documents are available upon 

request free of charge. Investments in emerging markets are speculative and subject to much greater volatility than those in developed markets. Any investment 

decision should only be made after carefully reading the current prospectus and/or other documents or information available. This document may include figures 

related to simulated past performance. Past performance, simulations, and performance forecasts are not reliable indicators of future performance. Shares, debt 

securities of banks (e.g., bank bonds and interest-bearing certificates), and other claims against financial institutions are subject to specific provisions, such as the 

"Bank Recovery and Resolution Directive" and the "Single Resolution Mechanism." These provisions may have negative consequenc es for the investor/contractual 

partner of the financial institution in the event of insolvency or the need for resolution of the financial institution.  

 

INFORMATION OBTAINED FROM THIRD PARTIES 

This document may contain information obtained from third parties, including ratings issued by agencies such as Standard & Poor's, Moody's, Fitch, and other similar 

agencies, materials from research providers such as MSCI ESG Research LLC or its affiliates, as well as data obtained from index providers such as Bloomberg (as 

defined below). Issuers mentioned or included in materials from MSCI ESG Research LLC may be clients or affiliates of a client of MSCI Inc. (MSCI) or another M SCI 

affiliate. "Bloomberg" refers to "Bloomberg®" and Bloomberg indices, which are service marks of Bloomberg Finance L.P. and it s affiliates, including Bloomberg Index 

Services Limited (BISL), the index administrator. Bloomberg is not an affiliate of Frame Asset Management. Reproduction and d issemination of such information in 

any form without prior authorization from the person from whom the information originates is prohibited. Third parties providing information contained in this 

document do not guarantee the accuracy, completeness, timeliness, or correctness of such information, including ratings and r esearch, and accept no liability 

whatsoever for any errors and/or omissions (whether negligent or otherwise), regardless of the cause, or for the outcome of t he use of such information. Third-

party providers of information contained in this document make no express or implied warranties, including, but not limited to, merchantability and/or fitness for a 

particular purpose or use of such information. Third-party providers of information contained in this document are not liable for direct, indirect, incidental, 

compensatory, punitive, special, or consequential damages, nor for expenses, costs, legal fees, or losses (including lost income and profits or oppor tunity costs) 

resulting from the use of the information (including ratings and research) contained in this document. Third-party content providers do not endorse, verify, control, 

or recommend the services and/or products mentioned in this document. In particular, credit or research ratings express opini ons, not facts or recommendations to 

buy, hold, or sell securities. They do not address the market value of securities or their suitability for investment purposes and do not replace investment advice.  

 

IMPORTANT INFORMATION ON DISTRIBUTION  

This document and the market data contained herein may not be distributed to third parties without the approval of Frame Asset Management or the source of the 

respective market data. It is not intended for individuals in jurisdictions where such documents are unauthorized (due to nat ionality, residence, or other 

circumstances).

 


