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Federal Reserve policy announcement
In late August, U.S. Federal Reserve (Fed) Chairman Jerome
Powell released a statement virtually for the central bank’s
symposium traditionally held in Jackson Hole, Wyoming.
Powell’s statement confirmed the Fed’s strategy in setting
U.S. monetary policy by letting inflation and employment
take a path to higher levels and allowing interest rates to
stay low for a substantial period of time – five years, by some
estimates. This will allow the central bank flexibility to let
the employment market heat up and price pressures climb
higher before taking action as it has done previously. As
James Knightley, Chief International Economist at ING, put it,
the Fed is saying they “really, really, really aren’t going to raise
rates soon.” With this statement of policy direction, the Fed is
clearly not worried about inflation gaining a foothold.
The Fed will now allow inflation to run above 2%. Some skeptics stress that the world’s most powerful central bank has
already been missing its inflation goal of 2%, so targeting higher levels is meaningless. At what level of inflation will the
Fed hit the brakes? No answer was provided to this question; however, it does provide further support to the market
today.
The Fed has two mandates: full employment and price stability. Now it has added a third pillar – financial stability.
Importantly, the Fed is dismissing the potential for runaway prices by focusing on employment. Powell has explicitly
stated that ensuring low unemployment takes priority over price stability.
Low inflation contributes to low interest rates, which reduce the Fed’s ability to fight off economic downturns, potentially
making them deeper and longer. Powell confirmed the Fed’s awareness of this in his statement, noting that “downward
risks to employment and inflation have increased.”
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*Spreads are indicative of high quality real estate in major Canadian markets.
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Highlighted Transaction
Asset Type

Suburban office building

Location

Major Canadian city

Facility Details

Permanent financing was arranged in the amount of $26M to facilitate an equity
repatriation and fund costs for re-tenanting, for a 7-year term and amortization period
of 25 years.

Intelligent Debt Financing Solutions
The Avison Young Debt Capital Markets dedicated team is focused
on providing innovative North American-wide debt and equity
solutions to accomplish goals. We originate debt and equity for
all types of real estate and all types of clients. Debt origination
includes fixed and floating rate structures, permanent and
construction financing, structured finance, bridge and mezzanine
debt and insured agency financing - CMHC and Fannie Mae /
Freddie Mac.
Our years of combined debt/equity capital markets experience has
created meaningful relationships that we can put to work for you.
Please contact our Debt Capital Markets team for more details
related to debt financings or real estate transactions.
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Avison Young is the world’s fastest-growing commercial real estate services firm. Headquartered in Toronto, Canada, Avison
Young is a collaborative, global firm owned and operated by its Principals. Founded in 1978, with legacies dating back more than
200 years, the company comprises approximately 5,000 real estate professionals in 100+ offices in 15 countries. The firm’s experts
provide value-added, client-centric investment sales, leasing, advisory, management and financing services to clients across the
office, retail, industrial, multi-family and hospitality sectors.
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