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Executive Summary 

At the request of the Chainn~ the FOMC Secretary and General Counsel have 
conducted a review of the poteµtial unauthorized disclosure of confidential FOMC 
inf~!'!!llltion ~f.l~~_!_~epte~~I." 7~1_~01.2. \Vall ~~etJourrial ~cle byJ~n __ __ _ __ 
Hilsenrath and an October 3, 2012 report by Regina Schleiger of Medley Global 
Advisors, a provider of macroeconomic policy intelligence to private clients. As 
part of this review, the FOMC Secretary and General Counsel and their designees 
contacted more than three hundred individuals and have conducted interviews with 
sixty different FOMC participants and staff, including each member of the Board 
of Governors, each Reserve Bank president, the public infonnation officer for each 
Reserve Banlc, and staff members with access to Class I FOMC information who 
had contact with a representative of the Wall Street Journal or Medley Global 
Advisors between June 1, 2012 and October 3, 2012.1 In addition, the FOMC 

-----,Seeretary;-6eneral-€ounsel-and-theif-designees-have-collected-and-reViewed----------.­
emails, meeting notes and transcripts, papers and other documents involving 
contacts between relevant Federal Reserve personnel and representatives of the 
Wall Street Journal or representatives of Medley Global Advisors during this same 
period. 

This report contains a summary of the infonnation ~ollected through the interviews 
and document collections conducted in the review and discusses all relevant 
contacts identified in the review between Federal Reserve personnel and either 
Wall Street Journal staff or representatives of Medley Global Advisors. 
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Background 

On September 28, 2012, the Wall Street JoU01al published a front-page article by 
Jon Hilsenrath entitled "How Bernanke Pulled the Fed His Way" (Attachments B, 
D). The Hilsenrath article focused on the decision-making process that led to the 
securities-buying action taken by the FOMC at its September 12-13, 2012 meeting. 
The Hilsenrath article indicated that it was based on "[i]nterviews with more than a 
dozen people involved in the Fed decision." 

In his article, Hilsenrath made a number of statements that suggest the possible 
unauthorized disclosure ·of confidential FOMC information.  

 

 
 The article also purported to offer insights into certain 

processes by which the FOMC reached its decision to take further action, although 
these details-including the existence of oommunications between the Chainnan 
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and FOMC participants-do not necessanly reflect confidential FOMC 
information. The article focused on the September 12-13. FOMC meeting, but also 
included potential unauthorized disclosures regarding the June 19-20 and July 31-
August 1 FOMC meetings. 

Five days after publication of the· Hilsenrath article, on October 3, 2012, analyst 
- - -~Regina Schleiger of Medley Global Advisors (MGAPB provider of-macro policy­

intelligence for hedge funds, institutional investors, and asset managers­
published a ''Special Report" entitled "Fed: December Bound" (Attachments C, 
E). The Schleiger memorandum, which was distributed on the day before the 
minutes of the September 12-13 FOMC meeting were published, purported both to 
describe policy options presented at the FOMC meeting and to predict the contents 
of the forthcoming minutes. Although the tone of the memorandum suggested 
insider access, many of the details provided repeated assertions made in the · 
Hilsenrath article, were erroneous or speculation, or provided background on 
FOMC processes that have been described publicly in the past by reP-_orters __ , ___ c_~.......__....en_t _____ _ 
or fonner Federal Reserve personnel, or "Fed watchers.,, Howeyer, certain of the 
information contained in the memorandum-:-in particular, the detailed description 
of one of the policy options set forth in the pre-meeting doeulilents-suggests that 
Schleiger may have been privy to an independent, unauthorized disclosure of 
confidential FOMC information. 

On September 28, the saine day the Hilsenrath article was published, Chairman 
Bernanke circulated a memorandum expressing his concern and the concern of 
other FOMC participants that certain items in the article "seemed clearly in 
violation of our guidelines." Attachment D at 1. After the Schleiger memorandum 
was published on October 3, Chairman Bemanke circulated a second memorandum 
on October 4 noting that he and other participants were "deeply troubled" by the 
report and that it "seems apparent that there have been violations of both the letter 
and spirit of our guidelines on public communications.,, Attachment B at 1. As a 
result, the Chairman infonned participants and staff that he had asked the Secretary 
and General Counsel of the FOMC "to look closely into these matters and report 
back to me their conclusions.'' 

Annotated versions of the Hilsenrath article and the Schleiger memorandum are 
attached that identify potential sources for information contained in the article and 
memorandum. Attachments B and C. 
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Relevant Authority 

Three authorities directly govern confidential FOMC information and the review · 
requested by the Chairman: (1) the Program for Security ofFOMC Information 
(Attachment F); (2) the FOMC Policy on External Communications of Committee 
}>amtjpapts. (A~lµnent.G); and .(3) tJte. fOMc; Policy_QI! .:External 
Communications of Federal Reserve System Staff (Attac~ent H).2 

· 

Pursuant to the Program for Security of FOMC Infonnation, 

Confidential FOMC information includes all privileged information 
that comes into the possession .of the Governors, Federal Reserve· 
Bank Presidents, or Federal Reserve System staff in the performance 
of their duties for, or pursuant to the direction o~ the Committee. 
Such information covers, but is not limited to, expressions of policy 
views at FOMC meetings, reasons for those views, votes of the 
Committee, and staff forecasts. The information that must be kept 
confidential may be in any fonn. It includes . not only paper 

· documents, but also electronic ~essages and files, recordings, notes, 
oral briefings, and discussions relating to confidential FOMC matters. 
Attachment F at 1. 

The security program provides three security classifications for confidential FOMC 
information, the highest of which is "C~s I FOMC - Restricted Controlled (FR)." 
Pursuant to the security program, this classification "is generally applied to 
information that includes policymaker input, e.g., infonnation related to monetary 
policy decisions at meetings, views expressed by policymakers on likely future 
policy, and identification of meeting participants who express particular views." 
Tealbook Book B and special memoranda or reports deemed particularly sensitive 
are among the written materials subject to Class I designation. 

The FOMC Policy on External Communications of Committee Participants 
''focuses specifically on external communications and is binding on all FOMC 
participants,'' "that is, the members of the Federal Reserve Board and the 
presidents of the Federal Reserve Banks." Recognizing that "[t]wo-way 
communication with the public is a crucial element in the FOMC's monetary 
policy process," the participant policy sets forth a number of "General Principles" 

2 Each of these authorities is available publicly at http://www.federalreserve.gov/monetmypolicy/ 
rules _authorimtions.btm. 
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. supported by "Practical Examples." The first of the· general principles states that 
participants "are free to explain their individual views but are expected to do so in 
a spirit of collegiality and to refrain from characterizing the views of other 
individuals on the Committee." Other general principles provide that, "[t]o foster 
the ongoing frank exc~ge of views at FOMC meetings, p~cipants will refrain 
from publicly characterizing such discussiQns beyond what has beeQ ~lished in . 
the minutes of-each FOMC meeting," that "FOMC participants will carefully 
safeguard all confidential information," and that "participants will strive to ensure 
that their contacts with members of the public do not provide any profit-making 
person or organization with a prestige advantage over its competitors." The 
practjcal examples portion of the policy makes clear that "[ d]isclosure or 
characterization in any setting of the views that otbe~ expressed at an FOMC 

. meeting" is impermissible, and concludes that ''good judgment will be essential" in 
applying the principles set forth in the policy. It also provides that "[ w ]henever 
practical, a public information officer or other Federal Reserve staff should be. 
presenF-when a participanthas-a-''privatemeeting-witlnnembers-of-the-publi~c -.. -.------
to collect information about the economy." · 

The FOMC Policy on External Communications of Federal Reserve System Staff 
is similar in structure to the participant policy. As in the participant policy, the 
staff policy provides that staff ''will carefully safeguard all confidential 
information" and that staff "will strive to ensure that their contacts with members 
of the public do not provide any profit-making person, firm, or organization with a 
prestige advantage over its competitors." The staff policy also provides that, "[t]o 
foster the ongoing frank exchange of views at FOMC meetings, staff will refrain 
from characterizing such discussions-apart from what has been published in the 
minutes of each FOMC meeting-in any contact with an individual, firm, or 
organization outside of the Federal Reserve System." In addition, the staff policy 
states that ~'[ w ]h~never practical, at least two Federal Reserve Staff should be 
presenf' at any "private meeting with members of the public ••• to collect 
information about the economy.'' 

In the event that FOMC information security rules may have been breached, the 
Program for Security of FOMC lnfonnation provides that the FOMC Secretary and 
General Counsel "will perfonn an initial review of the incident, in consultation 
with the Chairman and with the President of a specific; Federal Reserve Banlc if the 
violation appears to have involved staff within that Bank. In light of that initial 
·review, the General Counsel will detennine whether to request the Board's 
Inspector General to perform a full investigation of the incident." 
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With respect to consequences of an ~OMC security breach, the Program for 
Security of FOMC Information provides the following:· 

. . 

If a staff person at the Federal Reserve Board has been found to be 
responsible for a breach of FOMC information security, the Chairman 
will determine the consequences for that individual. If a staff person 

- at a Federal Reserve B8nk has been found· to -be responsible·· for a 
breach of FOMC infonnation security, the President of that Bank will 
determine the consequences for that individual and will ·inform the 
Chairman of that determination. If an FOMC participant has been 
found to be responsible for a breach of FOMC information security, 
the Committee will detennine the consequences for that participant 
Attachment F at S. · · 

Potential Unauthorized "Disclosures-Hilsenrath 

As discussed above, the Hilsenratb article included information about the June, · 
August, and September 2012 FOMC meetings that had not been disclosed by the 
FOMC prior to the publication of the article.  

 
 

 

3 A third categoiy of infonnation in the artiele addressed the interaction between the Chainnan and other 
participants. The following statements fall within that category: "For weeks, Mr. ·eemanke made dozens 
of private calls on days, nights and weekends, trying to build broad support for an unusual bond-buying 
program he wanted approved during the Fed's September meeting, according to people familiar with the 
matter"; "Fed officials described the Fed chainnan's phone calls as low-pressure conversations. 
Mr. Bemanke sometimes dialed up colleagues while in his office on weekends, catching them off guard 

. when their phones identified bis priyate number as uilknown. He gave updates on the latest staff 
forecasts, colleagues said. He asked their thoughts and what they could comfortably support, they said.!' 
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'This reference is apparently to ~e July 25, 2012 ~Background Memo on Market Functioning and Limits 
on Asset Purchases" prepared for the Committee. 
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Potential Unauthorized Disclosur~chleiger 

The Schleiger memorandum was dated and released on October 3, 2012, and made 
a number of predictions regarding the minutes of the FOMC meeting that were to 
be released the next day. These include that · 

"Tomorrow's minutes will reference a staff paper that concludes the market has 
capacity to absorb purchases this large for a period of time." 

"IT]here were multiple drafts within the middle proposal including the eventual 
outcome of September's meeting." 

"The minutes will also show the dovish voting majority was ready to cease the 
.MEP and replace it with open-ended MBS and Treasury purchases as early as last 
month." 

"Within one of the 'primes' was included a proposal to denote conditional 
guidance around employment and inflation conditions under which the ~mmittee 
might ·consider withdrawal of policy accommodation and.a hike in the Fed funds 
.rate. W~th Minneapolis Fed president Narayana Kocherlakota's input, a 6.5% (as 
opposed to the 5.5% later trailed publicly) unemployment threshold was floated in 
print as a trial balloon." 

The Tealbook policy options were not circulated "until after midnight" 
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· Scope of Inquiry 

In response to the Chainnan's request, the FOMC Secretary and General Counsel 
worked together to develop a methodology for their review that would serve two 
principal p~ses: ( 1) to determine the source of any unauthorized disclosures of 
confideimal FOMC information in the Hilsenra1h article and th~ Schleiger 
memorandum; and (2) to determine whether there are steps that can be taken to 
help avoid such unauthorized disclosures in the future. 

To this end, the inquiry began by focusing on all principals and staff in attendance 
at the June, Augllst, and September FOMC meetings. These individuals, along 
with the public information officer for each Reserve Banlc, received a 
questionnaire (Attachment I) designed to elicit all contacts during the relevant ti1:De 
period (June 1, 2012 through October 3, 2012) between these individuals and 
Hilsenrath, Schleiger, and any other representatives of the Wall Street Journal or 
Medley Global Advisms. The initial recipients of the qnestionnaire=l 14 
individuals in total-were also asked to provide any and all emails, notes, calendar 
entries, phone logs, and other records of such communications. The purpose of the 
questionnaire was to assess the scope of relevant contacts, to review all relevant 
documentation, and to identify those individuals for whom follow-up interviews 
would be required. 

Following a review of the questionnaire responses and submitted materials, 
interviews were conducted with all FOMC participants, each individual who 
attended any one of the· three relevant FOMC meetings and also had any relevant 
contact with the Wall Street Journal or Medley Global Advisors, and the public 
information officer of each Reserve Bank and the Board (49 individuals in total). 
Interviews with members of the Board of Governors, Reserve Bank presidents, and 
Board staff were conducted in-person at the Board by the FOMC Secretary and 
General Counsel or their designees. Interviews of Reserve Bank staff were 
conducted by telephone. 

. . 

The Secretary and General Counsel subsequently expanded the inquiry to include 
those within the Federal Reserve System who may have had access to relevant 
Class I FOMC documents at any time during the period between.June 1 and 
October S, 2012, even if they did not attend one of the June, August, or September 
FOMC meetings. Eleven additional-interviews were conducted based on the 
responses received. 

No attempt was made to contact or directly. 
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The review relied on voluntary compliance with the requests for document 
production and on honest disclosure by all who were interviewed. All FOMC 
participants and staff identified above _were requested to submit telephone logs, 
notes and emails involving contacts with Hilsenrath and other Wall Street Journal 
staff and/or Schleiger and other employees of MGA, and a number of these types 
of records were provided. · 

al"!lral1-1------­

Results. of Review-Hilsenrath 
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Results of Review-Policies & Practices/Lessons Learned 
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Date 

June 19-20, 2012 · 

July 25, 2012 

July 31-August 1, 
2012 

August 22, 2012 

August30-
Sentember 1. 2012 

September4, 2012 

September 6, 2012 

September 7, · 2012 

September 12-13, 
2012 

September 28, 
2012 

October 3, 2012 

October 4, 2012 

· Chronology of Relevant Events 

Event 

FOMC Meeting (June 20 Press Release) 

Background Memo on Market Functioning and Limits on 
Asset Purchases 

FOMC Meeting (August 1 Press Release) 

July 31-August I Meeting Minutes released 

Jackson Hole Economic Policy Symposium 

Draft statement alternatives distributed via SDS to the 
Committee without an unemnlovment threshold ontion 

First version of statement proposing 6.5% unemployment 
threshold distributed to the Committee via SDS 

Tealbook Book B circulated in early morning hours via SDS 

FOMC Meeting (September 13 Press Release) 

Hilsenrath article published (Chairman's memorandum re 
arti~le distributed same day) 

Medley Global Advisors Special Report published 

September 12-13 Meeting Minutes released {Chairman's 
memorandum re Medley Global Advisors Special Report 
distributed) 
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Annotation of Hilsenrath Article 

How Bernanke Pulled the Fed His Way 
By Jon Hilsenrath 

The\VallStreetJountal 
Fri, 28 Sep 2012 

In late August, Federal Reserve Chainnan Ben 
Bemanke argued on behalf of Fed programs to 
stimulate the lwnbering U.S. economy and signaled 
that more might follow, making headlines in bis 
highly anticipated speech at the Fed's annual 
retreat in Jackson Hole, Wyo. 

As mmkets rallied at the prospect of new measures 
to ease credit, a quiet drama was unfolding behind 
the scenes. Mr. Bemanke was negotiating a high-
s s p an ma urry o pnvate conve ons w1 
colleagues hesitant about aggressively re-engaging 
the levers of America's central bank. 

For weeks, Mr. Bemanke made d07.ens of private 
calls on days, nights and weekends, trying to build 
broad support for an unusual bond-buying program 
he wanted approved during the Fed's September 
meeting, according to people familiar with the 
matter. 

Fed officials in late summer were at odds over how 
far the central bank should go. Some wanted a 
bold, innovative program. Others weren't so sure; a 
few were opposed. Mr. Bemanke set his sights on a 
h&ndful of fence.sitters who could swing a strong 
consensus to his side. 

Interviews with more than a dozen people involved 
in the Fed decision, both supporters and opponents, 
show how Mr. Bemanke won over skeptics to 
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advance his policy-.a distinction in a Washington 
era marked by rancor and gridlock. These people 
also gave a rare view of the low-key persistence of 
the former economics professor. 

Mr. Bemanke didn't see inflation as a threat but 
viewed unemployment as a deeper problem than he 
~=~ .. ·. ~s c:eetml baek.., in his view.n, u ... mte .. ~G-t- t-..+------

V1i 

to act The Fed chainnan listened to colleagues' 
concerns during the calls, people familiar with the 
matter said, draWing out their reservations and 
probing for common ground. He eventually seized 
on a compromise that came from a little-known Fed 
governor. 

The result of the Fed's two-day ·meeting that began 
Sept 12 was an .11-1. vote to undertake one of the· 
central bank's m9st ambitious stimulus programs. 
The Fed announced it would buy $40 billion a 
month of mortgage-backed securities and, for the 
first time, promised to keep buying unti1 the U.S. 
job market substantially improved. 

The commitment marked a change from the stop­
and-start programs the Fed had latµtched since the 
financial crisis. 

"This is a 'Main Street' policy," Mr. Bemanke said 
after the September meeting. "What we are about 
here is trying to get jobs going." The bond buying 
aims to drive down long-tenn interest rates and 
push up the values or homes, stocks and other 
financial ass~ts. Officials hope their C9mmibnent 
will jolt households and businesses into spending, 
investing and hiring. 

Drawing broad support for the plan was important 
to Mr. Bemank.e in part because the policies he was 
fonnulating could outlast him. His term as Fed 
chainnan ends in January 2014. Seeing a return to 
U.S. full employment as a distant goal, Mr. 
Bemanke needed the support or officials who 
might remain at the Fed after he left. 

Class I FOMG - Restricted Controlled (FR) 
36 of81 

· For Confidential Use by Authorized Staff in the Federal Reserve 010 and the Department of Justice 

(b)(5)

AUTHORIZED FOR RELEASE

AUTHORIZED FOR RELEASE



For Confidential Use by Authorized Staff in the Federal Reserve 010 and the Department of Justice 

Class I FOMC - Restricted Controlled (FR) 

Roots of the Fed decision stretched to March, when 
Mr. Bemanke in a speech warned the U.S. 
economy wasn't growing fast enough. Since 
September 2011, the economy had produced about 
200,000 jobs a month, driving down 
lUlemployment But Mr. Bernanke warned that a 
slowdown would hobble hiring. Indeed, job gains 

~~~~-;""byllli1tlyear11ett1u1ESS1tharrtflOi,~61R-a-"ft'l ~-+-~~~~~-

At the centrBI bank's June policy meeting, Fed 
Governor Daniel Tarullo, a lawyer appointed by 
President Barack Obama, said the economy felt like 
a vehicle "stuck in the mud," according to people 
there. The analogy stuck. A month later, Mr. 
Bemanke used the same phrase with Congress. 

considered an important step: the extension of 
Operation Twist, a Fed program to buy $45 billion 
of long-tenn Treasury securities each month, paid 
with the sales of short-term securities. The program 

. - intended to put downward pressure on long-tenn 
rates-· was supposed to expire on June 30. The Fed 
agreed to keep it going through December, giving 
Mr. Bemanke time to make sense of the slowing 
job market and consider further action. 

To move forward, Mr. Bemanke needed to corral 
several colleagues, including regional Fed bank 
president Dennis Lockhart from Adanta. who had a 
vote on the Federal Open Market Committee, the 
Fed's decision making body. 

Under Fed rules, four of the 12 regional Fed banks 
vote on the committee on a rotating basis; a fifth, 
the New York Fed, always votes. 

Mr. Lockhart, a fonner banker who spent much of 
his career working in emerging markets, said in an 
interview after the September meeting that he had 
spent his summer trying to "take stock of the 
recovery." He debated whether the U.S. had an 
economy with a 3% growth tn:nd that was hit by 
bad luck - Europe's financial tunnoil, for one. Or 
was it ·an economy growing at a 2% annual rate that 
couldn't sustain job growth and needed help? A 
strin of weak economic data su it was the 
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latter. 

Like others, Mr. Lockhart had reservations about 
the effectiveness of Fed policies. Earlier bond 
buying bsdn't yet produced strong growth. The 
banking system, still damaged by the financial 
crisis, wasn't delivering credit the way economists 

.. • .. • • • .... • • ... ,,, ,,. •ti 

'·o·. --- .; ~.v .... n•••·-·-........... -_ .... , 
Mr. Lockhart thought a program targeting the U.S. 
housing market might help. 

Mr. Bemanke also worked on nonvoters, including 
Narayana K.ocherlakota, who was going through 
his own transformation. 

Several months after becoming president of the 
Minneapolis Fed in 2009, Mr. Kocherlakota . .. . ... . -. . . . ~ . . . 
--··- • -- UI ... JVV ... --.. •- 11 

beyond the reach of monetary policy - for 
example, too many construction workers who 
couldn't ~ily be trained for other jobs. 

Mr. Kocherlakotajoined Fed skeptics, so-called. 
hawks, who doubted the effectiveness of central 
bank activism. During his tum as a Fed voter last 
year, he voted twice against loosening credit, 
moves championed by Mr. Bemanke. 

Though they disagreed on policy, Mr. Bemanke 
and Mr. Kocherlakota were kindred spirits. Mr. 
Kocherlakota is a scholarly Ph.D. economist who 
enrolled at Princeton University at age IS. Mr. 
Bemanke, equally wonky, was later chainnan of 
Princeton's economics department years later. 

Mr. Kocherlakota and Mr. Bemanke exchanged 
emails over months, debating structural 
unemployment -· the idea that unemployment was 
caused by mismatches between employer needs and 
the skills and location of workers. 

In Mr. Bemanke's view, employers weren,t hiring 
because of weak demand for their 2oods and 
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services, which Fed policies might help remedy. 

"I've learned a lot by talking to him," Mr. 
Kocherlakota said in an interview after the 
September meeting. Mr. Bemanke's "thinking is 
framed by data and models," he said. "It beats 
coming in there with just your gut." By summer, 

- ----- - r. 
unemployment were shifting as he found the 
evidence less than persuasive. This left an opening 
for Mr. Bemanke. 

As the Fed's August meeting approached, Mr. 
Bemanke and his inner circle, which included Fed 
Vice Chairwoman Janet Yellen and New York Fed 
President William Dudley, were thinking that any 
Fed action should be a comprehensive and novel 
package, rather than an incremental step, according 
to p~ple familiar with ~e~ views. They agreed to 

economy and develop consensus for a plan. 

The August meeting turned into a policy staging 
ground. One proposal on an internal list of three 
policy options was a new bond-buying program, 
according to people familiar with the list. Mr. 
Bemank.e didn't push. But it allowed a chance for 
officials to debate the pros and cons of a new 
program - in efieet, a practice run for September. 

Some officials argued for more bond buying. 
Others worried about the Fed turning into too big a 
player in bond markets, disrupting trading in 
Treasury securities or mortgage securities. Fed staff 
wrote a memo ahead of the meeting detailing the 
market's capacity to absorb central bank purchases 
of Treasury bonds and mortgage-backed securities. 
They found that the Fed could carry on a large 
program for a couple of years if needed wi~out 
disturbing markets. The fmding helped set 
boundaries for what the Fed could do and for 
how long. 
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The Fed's policy committee emerged from the 
August meeting with familiar fissures. Opponents 
of the Fed's easy-money policies said ·the measures 
weren't giving the economy much or a lift, while 
risking fubire inflation;. 

Dallas Fed president Richard Fisher said the Fed 
was like a doctor over-prescribing Ritalin to 
attention-deficient Wall Street traders. 

Richmond Fed president Jeffrey Lacker dissented 
in August for the fifth straight meeting, taking issue 
with a poliey already in place: An assurance the 
Fed had given that short-term interest rates would 
remain near 7.ero through late 2014. 

Philadelphia Fed President Charles Plosser said in 
an interview that he urged Mr. Bemanke to wait . 
.. Rt1Lua~.-aftd~a#A~~A19Yln·~-an.,--ami--··~-~·-W ------;------------~ ---------..... _~o -----., --- ,. 
programs. 

Despite their public disagreements, Fed officials 
were friendly behind the scenes. Mr. Plosser, who 
favors tighter credit policies, and the Chicago Fed's 
Charles Bvans, who wants easier credit, play golf 
together. They joined Mr. Fisher and Mr. Lockhart 
for a round at the Chevy Chase Country Club after 
the August meeting. 

By late summer, the Fed had made clear it was . 
. prepared to act if the economy continued to 
languish. The question was how? 

Many Fed activists wanted a[n] open-ended 
program of bond purchases that would continue 
until the economy improved. Among thelll, some 
wanted to go big - at least a few hundred billion 
dollars worth over several months - with a promise 
to keep buying as needed. Moreover, some wanted 
to replace Operation Twist with bigger pun:hases 
of mortgage-backed securities and Treasurys. 

As the September meeting neared, Mr. Bemanke 
needed to assure colleagues who still had 
reservations about movimr too ·vely. In 
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addition to Mr. Loe~ Cleveland Fed president 
Sandra Pianalto had been wavering. She was 
among those who worried more Fed bond buying 
could disrupt markets. 

Another fence-sitter was Washington-based Fed 
Governor Elizabeth Duke, a plainspoken Virginia 
banker nominated to the Fed board by President· 
George W. Bush in 2007. 

Fed officials described the Fed chainnan's phone 
calls as low-p~sure conversations. Mr. Bemanke 
sometimes dialed up ~lleagues while in his office 
on weekends, catching them off' guard when their 
phones identified his private number as unknown. 
He gave updates on the latest staff forecasts, 
colleagues said. He asked their thoughts and what 
they could c~mfortably support, they said. 

The calls helped Mr •. Bernanke gauge how far he 
could push his committee. It also won him trust 
among some of his fiercest opponents, officials 
said. Nearly all of Mr. Bemanke's colleagues 
described him as a good listener. 

"Even if you disagree with him on the programs, 
you know your voice has been heard, n said Mr. 
Fisher, one of his opponents. "There is no effort to 
bully." 

Negotiations stepped up in the week before the 
meeting. Fed staff circulated language for policy 
options. Officials debated how different approaches 
would be described in the policy statement, which 
would be released after the meeting. 

Officials at F~ policy meetin~ typically consider 
three options: one representing·activists who want 
to use monetary policy aggressively; another 
supporting officials seeking conservative use; and a 
middle-ground option that typically prevails. 

The premeeting documents this time listed four 
options, including an aggressive approach favored 
by activists, and no bond buying, favored by 
hawks. Among two middle-ground proposals was a 
compromise that Ms~ Duke originated. 
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Five days before the meeting, Mr. Bemank.e took 
time out for the Washington Nationals - his 
favorite baseball team was having a dream season. 
He arrived at the ballpark in a wom Nationals cap 
and wandered the infield during batting practice. 

"I wanted to ask him if I should get some gold and 
silver but I bit my tongue," said Nationals manager 
Davey Johnson. Instead, they talked about how Mr. 
Johnson, a math major, used statistics to manage 
his lineup. 

At the meeting the following week. the Fed 
adopted the' compromise that Ms! Duke helped 
spur. 

The Fed would continue Operation Twist through 
December but add an open-ended mortgage-bond 
buying program. 

Activists got what they most wanted: An ope!l· 
ended commitment to buy mortgage bonds until the 
job mar~ improved, with the strong possibility of 
additional Treasury purchases later. Fence-sitters 
got a promise to review the plan before deciding to 
proceed with a bigger program in 2013. 

Mr. Lockhart said the chance to reassess the 
program based on inflation and the perfonnance of 
the job market helped win him over. 

With an agreement on bond buying largely in 
place, Fed officials at the September meeting left 
unanswered this question: When could they leave 
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growth of the U.S. economy on its own? 

Mr. Kocherlakota and Mr. Evans failed to get 
agreement for inflation and unemployment 
thresholds to detennine when to raise short-term 
rates, according to people familiar with the talks. 

- "It's an ongoing discussio11s" Mr. Plosser said. "We 
will probably continue to work on this." 
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Annotation of Schleiger Memorandum13 

Fed: December Bound 

SUMMARY: Though tomonow's FOMC minutes 
will highlight the extent of dissension ovet the 
efficacy of additional policy easing announced at 
the September meeting, more is likely after the us 
presidential elections. 

The US Federal Reserve has stepped to the 
sidelines ahead of the presidential elections, to 
work on its evolving policymaking framework 
following September's decision to embark on 
further significant easing. 

The minutes of September's meeting will show, 
however, that the groundwork for further action in 
coming months has been laid and that labor market 
1mprovem lS y es an enou 
stave off new Treaswy purchases into 2013. 

The minutes, due at 2 p.m. EDT tom~rrow, will 
also highlight the intense debate between Federal 
Open Market Committee participants over the 
efficacy of using the balance sheet to ease 
conditions further and reference again, other 
potential policy tools, including changes to the 
20 IS predictive guidance. 

While the minutes will reveal greater contention 
over large-scale asset pmchases than chairman Ben 
Bemanke's August Jackson Hole speech did; the 
tone will clearly convey that economic risks remain 
tilted to the downside and will lean in the direction 
of more action. 

13 Note that the Schlelger memorandmn includes numerous grammatical and punctuation errors and those 
errors remain in the reproduction of the article contained here. 
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will be a new system-wide forecast round) to cease 
the M~ Extension Pr_ogram (MEP) on 
schedule and replace it with monthly Treaswy 
bond purchases or around $45 billion - similar to 
the current monthly average. • 

The committee will attach a predictive timeline 
outlining the duration of these purchases, that will· -
be dependent on the economy recovering 
substantially. 

The monthly MBS purchases of around $40 billion 
launched in September will continue alongside this 
new program. 

Tomorrow's minutes will reference a staff' paper 
that concludes the market has capacity to absorb 
purchases this large for a period of time. 

The minutes will also show the dovish voting 
majority was ready to cease the MEP and replace it 
with open-ended MBS and Treasury purchases as 
early as last month. By year end, they are likely to 
get what they want. 

A motley crew 

While not highly unusual, within the menu of three 
policy options finally presented to the FOMC at the 
meeting were subsets of drafts of potential policy 
actions, denoted as "primes" in Fed-speak The first 
main option is usually an extremely hawkish 
proposal, the last is very dovish and contains 
elements some participants lightly jest, serve as 
"trailers" for policy decisions in subsequent 
meetinp. The middle option, though not always 
the case, is traditionally the cbainnan's preferred 
outcome. 

In this meeting, there were multiple drafts within 
the middle proposal including the eventual outcome 
of September's meeting. The language in these 
drafts can be tweaked at the meeting by participants 
detennined to have some input. 
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Jn the week leading up to the meetin~ the options 
are circulated and can change- sometimes 
markedly - by the time the participants gather . 
around the table. The "Teal Book," which contall)s 
the statTforecasts and the policy options. is 
circulated in two parts. The.staff forecasts circulate 

- - first and what used to be known as the "Blue 
Book," which contains the policy options, foll~ 

It is not unusual for board staff to pull. all-nighters 
working on the final draft of the policy 
recommendations, once these has been commented 
on. This one took until after midnight 

Within one of the "primes" was included a proposal 
to denote conditional gu~dance around employment 
and inflation conditions under which the committee 
might consider withdrawal of policy · 

• • __ _. ,. L.:t.- : .. •L. ... n-..1 .e.._..1_ -•-
- --- -

With Minneapolis Fed president Narayana 
Kocherlakota's input, a 6.5% (as opposed to the 
S.S% later trailed publicly) unemployment 
threshold was floated in print as a trial balloon. 

The leadership knew this would not get anywhere 
that day but it served to propel forward a vigorous 
debate between committee participants about 
assigning potential numerical parameters on · 
conditionality for ''lift-off' which has led to some 
of the recent public expositions of preferred 
thresholds. It.has ·a1so implied a degree or 
inevitability over the Fed deciding to put numerical 
conditionality arotmd its forward guidance on rates. 

So varied were views on the committee going into 
September's meeting that many participants. were 
unsure of the outcome. Committee members who at 
the time of the Jackson Hole meeting said they 
were prepared to dissent over additional action 
were coaxed into doing more in the ensuing weeks 
and fell into line behind the chairman by the time 
the FOMC met. 
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Swapping calendar lift-off for conditionalitv 

After the September meeting, Kocherlakota 
publicly suggested the Fed should not consider lift­
off as long as the medium-tenn outlook for 
inflation does not exceed 2.2So/o, or until the 
unemployment rate has fallen below 5.So/o. 

Many Fed system officials believe so-called "full 
employment" to be between S.S-6.So/o. The Fed's 
current longer-run goal on unemployment is S.2-
6.0%. 

While Kocherlakota's proposal is viewed as far 
fetched, the policy optionality he emphasi?.eS if 
either side breaches thresholds to maintain Fed 
funds at an extraordinarily low level (0-0.25%) 
depending upon conditions, appeals to the . . .. . . 

Tiie committee has been debating such 
conditionality for a year and a half already. The 
ultimate objective of specifying such parameters is 
to rea.uure markets that policy will remain highly 
accommQdative for a considerable time after the . 
economy strengthens - which is currently not 
expected to occur for four more years. Chicago Fed 
President Charlie Evans has long advoi:ated what 
he calls a "7/3 threshold": no rise in fed funds 
unless unemployment falls below 7% or the 
outlook for inflation over the medium tenn exceeds 
3%. 

As an illustration of the difficulty the committee 
has had on agreeing parameters, when putting . 
together its principles on longer-run goals an 
monetary policy strategy earlier this year, it nailed 
an inflation target but failed on the 
employment/growth side of the mandate. It settled 
on a rate of 2% as a lomrer-run 2oal for inflation 
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but noted that unemployment was largely 
detennined by non-monetary factors and not 
directly measurable, rendering a fixed employment 
goal inappropriate. 

Within the meeting options over several monthS, 
some versions of numerical conditionality have 

~- shown up in the hawkish "A" option, mostly to 
spur ongoing discussion. While the committee got 
close to potentially articulating one such version at 
an earlier meeting, there remained too much 
opposition to the proposal at the time and 
participants were too evenly split to fonn a 
majority consensus. 

Still the momentwn behind a collective desire to 
- A -- •• _ .... ~ • • • • =- .&L-

,c,•• ...... ,, ----- --- -- ·- - ••• 

FOMC statement will likely force agreement on 
numerical conditionality before too long. 
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BOARD OF GOVER.NORS OF 'THE FEDERAL RESERVE SYSTEM 

WASHINGTON, D .. C. 20551 

September 28, 2012 

Dear Colleagues: 

BEN° s~ BERNAN-xE 
CllAJRMA~ 

·I have heard from a number of you about this.morning's Wall Street Journal 
ar.tkle ~~' JoA Hih;eRratb. (attacb.ed) Hilser::aratb iatcrviewed qnjte a few participants, aad 
(from the perspective QfFOMC communications guicJeHnes) much of what he reported 
seemed fine·- I am thinking, for example, of the explanations of several participants of 
their own views about policy. But there-were also a·number of items in,.the article that 
seemed clearly in violation of our guidelines - for example, references to the specific 
alternatives under consideration by the Committee and infonnation about research done 
by the staff for the Committee. Also, it seems clear that .the views:of some participants 
were described by others; rather than by the i~dividual participants themselves. I very 
much share the concerns raised by some of you about these violations~ 

Clearly, we need to try harder to adhere to the letter and spirit offhe guidelines. 
For example, I would urge particular care when speaking to reporters-_ who are actively 
seeking the views of a large number of participants in order to piece together a narrative, 
as in this case .. However, as we ·have had several previous incidents like this one, it may 
be that we also need to thi~k further about the guidelines.themselves - either to 
strengthen them or to change our expectations for what the guidelines can accomplish. If 
participants believe that our communications guidelines no longer sel"Ve the purpose for 
which they were· intended and that they shOuld be reconsjdered or·amended, I encourage 
them to convey their views to me and to Governor Yellen in -her role as chair of our 
communications subcommittee. 

Sincerely, 

Ben 
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How Bemanke Pulled the Fed His Way 
By Jon Bilsenrath 
The Wall Street Journal 
Fri, 28 Sep 2012 

In late August, Federal Reserve Chainnan Ben Bemanke argued on behalf of Fed 
programs to stimulate the lumbering U.S. economy and signaled that more might follow, 

. ·making headlines in his highly anticipated speech at the Fed's annual retreat in Jackson _ 
Hole, Wyo. 

As markets rallied at the prospect of new measures to ease credit, a quiet drama was 
unfolding behind the scenes. Mr. Bemanke was negotiating a high-stakes plan in a flurry 
of private conversations with colleagues hesitant about a~sively re-engaging the 
levers of America's central bank. · 

For weeks, Mr. Bemanke made dozens of private calls on days, nights and weekends, 
trying to build broad support for an unusual bond-buying program he wanted approved 
during the Fed's September meeting, according to people familiar with the ma~. 

Fed officials in late summer were at odds over bow far the central bank should go. Some 
wanted a bold, innovative program. Others weren't so sure; a few were opposed. Mr. 
Bernanke set his sights on a handful of fence-sitters who could swing a strong consensus 
to his side. 

Interviews with more than a dozen people involved in the Fed decision, both supporters 
and opponents, show how Mr. Bemanke won over skeptics to advance his policy - a 
distinction in a Washington era marked by rancor and gridlock. These people also gave a 
rare view of~e low-key persistence of the former economics professor. 

Mr. Bemanke didn't see inflation as a threat but viewed unemployment as a deeper 
problem than he had realized. The central bank, in his view, needed to act. The Fed 
chainnan listened to colleagues' concerns during the calls, people familiar with the matter 
said, drawing out their reservations and probing for common groWld. He eventually 
seized on a compromise that came from a little-known Fed governor. 

The result of the Fed's two-day meeting that began Sept. 12 was an 11-1 vote to 
undertake one of the central bank's most ambitious stimulus programs. The Fed 
announced it would buy $40 billion a month of mortgage-backed securities and, for the 
tirst time, promised to keep buying until the U.S. job market substantially improved. 

The commitment marked a change from the stop-and-start programs the Fed had 
launched since the financial crisis. 

"This is a 'Main Street' policy," Mr. Bemanke said after the September meeting. "What 
we .are about here is trying to get jobs going." The bond buying aims to drive down long­
tenn interest rates and push up the values of homes, stocks and other financial assets. 
Officials hope their commitment will jolt households and businesses into spending, 
investing and hiring. 

Drawing broad support for the plan was important to Mr. Bemanke in part becalise the 
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policies he was formulating could outlast him. His term as Fed chainnan ends in JanuarY 
2014. Seeing a retUm to U.S. full employment as a distant goal. Mr. Bemanke needed the 
support of officials who might remain at the Fed after he left. 

Roots of the Fed decision stretched to March, when Mr. Bemanke in a speech warned the 
U.S. economy wasn't growing fast enough. Since September 2011, the economy had 
produced about 200,000 jobs a month, driving down unemployment. But Mr. Bemanke 
warned that a slowdown would hobble hiring. Indeed, job gains by midyear fell to less 
than 100,000 a month. 

At the central bank's June policy meeting, Fed Governor Daniel Tarullo, a lawyer 
appointed by President Barack Obama, said the economy felt like a vehicle "stuck in the 

· mud," according to people there. The analogy stuck. A month later, Mr. Bemanke used 
the. same phrase with Congress. 

The meeting yielded what Mr. Bemanke considered an important step: the extension of 
Operation Twist, a Fed program to buy- $4S billion of long-term Treasury securities each 
month, paid with the sales of short-tenn securities. The program - intended to put 
downward prcssmc on long•tenn rates was supposed te expire en June 39. The Fed 
agreed to keep it going through December, giving Mr. Bemanke time to make sense of 
~e slowing job market and consider further action. 

To move forward, Mr. Bemanke needed to corral several colleagues, including regional 
Fed bank president Dennis Lockhart.from Atlanta, who had a vote on the Federal Open 
Market Committee, the Fecrs decision making body. Under Fed rules, four of the 12 
regional Fed banks vote .on the committee on a rotating basis; a fifth, the New York Fed, 
always votes. · 

Mr. Lockhart, a fonner banker who spent much of his career working in emerging 
markets, said in an interview after the September meeting that he had spent his summer 
trying to "take stock of the recovery." He debated whether the U.S. had an economy with 
a 3% growth trend that was hit by bad luck - Europe's financial tunnoil, for one. Or was 
it an economy growing at a 2% annual rate that couldn't sustain job growth and needed 
help? A string of weak economic data suggested it was the latter. 

Like others, Mr. Lockhart had reservations about the effectiveness of Fed policies. Earlier 
bond buying hadn't yet produced strong growth. The banking system, still damaged by 
the financial crisis, wasn't delivering credit the way economists expected, given 
historically low interest rates. Still, Mr. Lockhart thought a program targeting the U.S. 
housing market might help. 

Mr. Bemanke also worked on nonvoters, including Narayana Kocherlakota, who was 
going through his OWn transfonnation. 

Several months after becoming president of the Minneapolis Fed in 2009, Mr. 
Kocherlakota believed the job market had structural problems beyond the reach of 
monetary policy -· for example, too many construction workers who couldn't easily be 
trained for other jobs. 

Mr. ·Kocherlakqta joined Fed skeptics, so-called hawks, who doubted the effectiveness of 
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central bank activism. During his tum as a Fed voter last year, he voted twice·against 
loosening credit, moves championed by Mr. Bemanke. 

Though they disagreed on policy, Mr. Bemanke and Mr. Kocherlakota were kindred 
spirits. Mr. Kocherlakota is a scholarly Ph.D. economist who enrolled at Princeton 
University at age 15. Mr. Bemanke, equally wonky, was l~r chairman of Princeton's 
economics department years later. · 

Mr. Kocherlakota and Mr. Bemanke exchanged emails over months, debating structural 
unemployment - the idea that unemployment was caused by mismatches between 
employer needs and the skills and location of workers. In Mr. Bemanke's view, 
employers weren't hiring because of weak demand for their goods and services, which 
Fed policies might help remedy. 

"I've learned a lot by talking to him," Mr. Kocherlakota said in an interview after the 
September meeting. Mr."Bemanke's "thinking is framed by data and models," he said. "It 
beats coming in there with just your gut." 

By summer, Mr. Kocherlakota said, his views abettt stfttetural unempleyment r;.-ere 
shifting as he found the evidence Jess than persuasive. This left an opening for Mr. 
Bemanke. 

As the Fed's August meeting approached, Mr. Bemanke and his inner circle, which 
included Fed Vice Chairwoman Janet Yellen and New York Fed President William 
Dudley, were thinking that any Fed action should be a comprehensive and novel package, 
rather than an incremental step, according to people familiar with their views. They · 
agreed to take time to confirm their view$ of the U.S. economy and develop consensus 
fora plan. 

The August meeting turned into a policy staging ground. One proposal on an internal list 
of three policy options was a new bond-buying program, according to people familiar 
with the list. Mr. Bemanke didn't push. But it allowed a chance for officials to debate the 
pros and cons of a new program - in effect, a practice run for September. 

Some officials argued for more bond buying. Others womed about the Fed turning into 
too big a player in bond markets, disrupting trading .in Treasury securities or mortgage 
securities. Fed staff wrote a memo ahead of the meeting detailing the market's capacity to 
absorb central bank purchases of Treasury bonds and mortgage-backed securities. They 
found that the Fed could carry on a large program for a couple of years if needed without 
disturbing markets. The finding helped set boundaries for what the Fed could do and for 
how long. 

The Fed's policy committee emerged from the August meeting with familiar fissures. 
Opponents of the Fed's easy-money policies said the measures weren't giving the 
economy much of a lift, while risking future inflation. 

Dallas Fed president Richard Fisher said the Fed was like a doctor over-prescribing 
Ritalin to attention-deficient Wall Street traders. Richmond Fed president Jeffrey Lacker 
dissented in August for the fifth straight meeting, taking issue with a policy already in 
place: An assurance the Fed had given that short-tenn interest rates would remain near 
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zero through late 2014. Philadelphia Fed President Charles Plosser said in an interview 
that he urged Mr. Bemanke to wait until year-end before deciding on any new programs. 

Despite their public disagreements. Fed officials were friendly behind the scenes. Mr. 
Plosser, who favors tighter credit policies, and the Chicago Fed's Charles Evans, who 
wants' easier credit, play golf together. They joined Mr. Fisher and Mr. Lockhart for a 
round at the Chevy Chase Country Club after the August meeting. 

By late summer, the Fed had made clear it was prepared to act if the economy continued 
to languish. The question was how? 

Many Fed activists wanted a open-ended program of bond purchases that would continue 
until the economy improved. Among them, some wanted to go big - at least a few 
hundred billion dollars worth over several months - with a promise to keep buying as 
needed. Moreover, some wanted to replace Operation Twist with bigger purchases of 
mortgage~backed securities and Treasurys. 

As the September meeting neared, Mr. Bemanke needed to assure colleagues who still 
had resef\'e!iens eheut mer+'ing tee aggressi11ely. In additien te MF. beekhar.., Chweland 
Fed president Sandra Pianalto had been wavering. She was among those who worried 
more Fed bond buying could disrupt markets. 

Another fence-sitter was Washington-based Fed Governor Elizabeth Duke, a plain­
spoken Virginia banker nominated to the ~ed board by President George W. Bush in 
2007. 

Fed officials described the Fed chainnan's phone calls as low-pressure conversations. Mr. 
Bemanke sometimes dialed up colleagues while· in his office on weekends, catching them 
off guard when their phones identified his private number as unknown. He gave updates 
on the latest staff forecasts, colleagues said. He asked their thoughts and what they could 
comfortably support, they said. · 

The calls helped Mr. Bemanke gauge how far he could push his committee. It also won 
him trust among some of his fiercest opponents, officials said. Nearly all of Mr. 
Bemanke's colleagues described him as a good listener. 

"Even if you disagree with him on the programs, you know your voice has been heard," 
said Mr. Fisher, one of his opponents. "There is no effort to bully." 

Negotiations stepped up in the week before the meeting. Fed staff circulated language for 
policy options. Officials debated how different.approaches would be described in the 
policy statement, which would be released after the meeting. 

Officials at Fed policy meetings typically consider three options: one representing 
activists who want to use monetary policy aggressively; another supporting officials 
seeking conservative use; and a· middle-ground option that typically prevails. 

The premeeting documents this time listed four options, including an aggressive approach 
favored by activists, and no bond buying, favored by hawks. Among two middle-ground 
proposals was a compromise that Ms. Duke originated. 
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Five days before the meeting, Mr. Bemanke took time out for the Washington Nationals -
- his favorite baseball team was having a dream season. He arrived at the ballpark in a 
worn Nationals eap and wandered the infield during batting practice. · 

"I wanted to ask him if I shou~d get some gold and silver but I bit my tongue," said 
Nationals manager Davey Johnson. Instead, they talked about how Mr. Johnson, a math 
major~ used statistics to manage his lineup. · 

At the meeting the following week, the Fed adopted the compromise that Ms. Duke 
helped spur. The Fed would continue Operation Twist through December but add an 
open-ended mortgage-bond buying program. 

Activists got what they most wanted: An open-ended commitment to buy mortgage bonds 
until the job market improved, with the strong possibility of additional Treasury 
purchases later. Fence-sitters got a promise ·to review the plan before deciding to proceed 
with a bigger program in 2013. Mr. Lockhart said the chance to reassess the program 
based on inflation and the perfonnance of the job ·market helped win him over. 

With an agreement on bond buying largely in place, Fed officials at the September 
meeting left unanswered this question: When could they leave growth of the U.S. 
economy on its own? Mr. Kocherlakota and Mr. Evans failed to get agreement for 
inftation and unemployment thresholds to detennine when to raise short-term rates, 
according to people familiar with the talks. 

0 1 t's an ongoing discussion," Mr. Plosser said. "We will probably continue to work on 
this." 

) 
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BoAR.D OF Gov.ERNoxs OF THE FEDERAL RESERVE SYSTEM 

WASBlNGTON, D. c. 2.0551 

October 4, 2012 

Dear .Colleagues: 

BEN s~ BEKNANXE 
CllAIKMA~ 

I wanted to follow up on the communi'cation I ·sent around last week in the wake 
nfo11r concerns aho11t the 9/?8112 WSJ piece Many of us are deeply troubled also by a 

. report to clients yesterday by Medley Global Advisors (attached). 

It seems apparent that there have been violations of both the Jetter and spirit of 
our guidelines on public communications. I. have therefore asked 

 to look closely into 
these matters and report back to me their conclusions. I expect you will all give them 
your very prompt and full cooperation in this· exercise. After this work has been 
completed, I will consider possible next steps and will update all of you. 

Let me reiterate that I believe the. communications guidelines offer u~ a workable 
path toward maintaining collegiality on the Committee, helping the public understand our 
actions and perspectives, and protecting important confidentiality in certain areas. They 
will only be effective, though, to the extent that there is fulJ cooperation by FOMC 
participants. and staff to the letter and spirit therein. To that end, l have asked

to continue a conversation started with-the Reserve Bank public affairs officers 
last week about sensitivities in this arena. goal· will be to help ·equip the public 
affairs offices as they assist each of us to wqrk·within the external communications 
guidelines. 

Sineerely, 

Ben 

Attachment 
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Fed: December l3ound 

SUMMARY: Though tomorrO\•/s FOMC mlnules will highlighl the e.xienl of dissensiol) over lhe efficacy or additional policy easing 
anriounced al 1he September .meeling, more Is likely after the US.presidenlial elections. 

The US Federal Reserve has stepped to the sidelines ahead of the presidential elections, to work on its 
evolving policymaking framework following September's decision to embark on further significant easing. 

The minutes·of Septemb~r"s meeting will show, however, that the groundwork for further action in coming 
months has been laid and that labor market improvement is unlikely to be substantial enough to stave off 
new Treasury purchases into 2013. 

The minutes, due at 2 p.m. EDT tomorrow, will also highlight the intense debate between Federal Open 
Martrnt Committee par ticipa11ts over ti re efficacy of osiJ 19 ti 1e balar ice sl 1eet to ease co11ditior 1s fo1ti1era,nn--------­
reference again, other potential policy tools, including changes to the 2015 predictive guidance. 

While the minutes will reveal greater contention over large: scale asset purchases than chairman Ben 
Bernanke's August Jackson Hole speech did, the tone will"clearly convey that economic risks remain 
tilted to the downside and will lean in the direction of more action. 

Assuming economic conditions have not vastly improved, the FOMC is therefore likely to vote as early as 
its December meeting (at which point there will be a new system-wide forecast round) to cease the 
Maturity Extension Program (MEP) on schedule and replace it with monthly Treasury bond purchases of 
around $45 billion - similar to the current monthly average. 

The committee will attach a predictive timeline outlining the duration of these purchases, that will be 
dependent on the economy recovering substantially. The monthly MBS purchases of around $40 billion 
launched in September will continue alongside this new program. Tomorrow's minutes will reference a 
staff paper that concludes the market has capacity. to absorb purchases this large for a period of time. 

The minutes Will also show thedovish voting majority was ready to cease the MEP and replace it with 
open-ended MBS and Treasury purchases as early as last month. By year end, they are likely to gel what 
they want. 

A motley crew 

While not highly unusual, within the menu of three policy options finally presented to the FOMC at the 
meeting were subsets of drafts of potential policy actions, denoted as "primes" in Fed-speak The first 
main option is usually an extremely hawkish proposal, the last is very dovish and contains elements some 
participants lightly jest, serve as "trallers" for policy decisions in subsequent meetings. The middle option, 
though not always the case, is traditionally the chairman's preferred outcome. 

In this meeting, fhere Were multiple drafts within the middle proposal .including the eventual outcome of 
September's meeting. The language in these drafts·can be tweaked at the meeting by participants . 
determined to have some input. 

Jn the week leading up to the meetings, the options are circulated and can change - sometimes markedly 
- by the time the participants gather around the table. The 'Teal Book," which contains the staff forecasts 
and the policy options, is circulated in two parts. The staff forecasts·circulate first and what used to be 
known as the "Blue Book," which contains the policy options, follows. 
' 
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II is not unusual for board staff to pull alJ..nJghters working on the final draft of the poficy 
recommendations, once these has been commented on. This one took until after midnight. 

VVithin one of the "prfmes0 was Included a proposa1 to denote concrattonal guidance around emplOyment 
and Inflation concfltions under wh!ch the committee· might consider withdrawal of poDey accommodation 
and a hJke Jn the Fed funds rate. With ~nneapolis Fed president Narayana Kocherlakota's input, a 6.5% 
(as opposed to the 5.5% later tralJed publicly) unemployment threshold was floated In print as a trial 
balloon. 

- -
The leadership knew this would not get anywhere that day but it served to propel fOMSJd a vigorous 
. debate belween'committee participants about assigning potential numerical parameters on conditiona1ity 
for 'Ttft-otr which has led to some of the recent pubUc expositions of preferred thresholds. It has aJso 
Implied a degree of inevitability over the Fed decldlng to put numerical conditionality around Its forward 
guidance on rates. 

So varied were views on the committee going Into September's meeting that many participants were 
unsure of the outcome. Commtttee members who at the time of the Jackson Hole meeting said they were 
prepared to dissent over additional action were coaxed into doing more In the ensuing weeks and felt Into 
line behind the chairman by the time the FOMC met 

Swapping calendar fift..off for condillonalitv 

After the Septen 1ber meeting. lc-ccherlakcta pubHcly suggested the Fed shct1ld not consider lift.off as Ieng 
as the medium-term ouUook for inflation does not exceed 2.25%, or unm the unemployment rate has 
fallen belo\¥ 5.5%. Many Fed system officials beUeve so-called "full employment" to be between 5.5-6.5%. 
The Fed's current longer-run goal on unemp!oyment is 5.2-8.0%. 

While Kocheriakota's proposal Is viewed as far fetched, the poDcy optionality he emphasizes if either side 
breaches thresholds to maintain Fed funds at an extraordinarily low level (0-0.25%) depending upon 
conditions, appeals to the leadership. 

The committee has been debating such condiUonallty for a year and a ha!f already. The ultimate objective 
of specifying such parameters is to reassure markets that polJcy wDI remain highly accommodative for a 
considerable time after the economy strengthens -whlch Is currently not expected to occur for four more 
years. Chicago Fed President Charlie Evans has long advocated what he calls a '713 threshotd11

: no rise 
in fed funds unless unemployment falls below 7% or the ouUook for inflation over the medium tenn 
exceeds3%. 

As an illustration of the difficulty the committee has had on agreeing parameters, when putting together 
its principles on longer-run goals an monetary policy strategy earller this year, It nalled an Inflation ~t 
but failed on the employment/growth side of the mandate. It settled on a rate of 2~ as a longer-run goal 
for inflation but noted that unemployment was largety detennlned by non-monetary factors and not 
directly measurable, rendering a fixed employment goaJ inappropriate. . 

Within the meeting options over several months, some versions of numerical conditionality have shown 
up in the hawkish "A" option, mosUy to spur ongoing d"ISCUSSion. While the committee got close to 
potentially articulating one such version at an earlier meeting, there remained too much opposition to the 
proposal at the time and participants were too even1y spilt to form a majority consensus. 

Still the momentum behind a collective desire to get away fiom the 2015 calendar guidance in the FOMC 
statement will likely force agreement on numerical conditionality before too long. 

Analyst Regina Schleiger 
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Program for Security of FOMC Information 
As reaf6nned Janumy 24., 2012 

I. INTRODUCTION. 

The Progi'am fOr SecUritY or FOMC Infor~ . 
mation ("the Program") describes what ccin­
fidentlal FOMC infonnation is, how it is 
classified, who bas access to it, how it should 
be handled, and who is responsible for ensur­
ing that it is protected. Everyone with access 
to confidential FOMC in(ormation is required 
to review and abide by the roles described 
below. 

These security procedures are not intended 
tO 'preclude discussions within the Federal 
Reserve of important POMC-related issues, 
including the general reasons for. the Com-
mittee's dec1s1ons. Such d1SCUSS1ons may be 
conducted for research purposes or for pre-

. paring brieftngs and other information for 
Committee members, but care should be tak­
en that all discussion participants have the 
appropriate level of authorization if confiden­
tial information is being shared. 

11. DEFINITION OF CONFIDENTIAL 
FOMC INFORMATION. 

· Confidential FOMC information includes 
all privileged infonnation that comes into Che 
possession of the Governors, Federal Reserve 
Bank Pn:sidents, or Federal Reserve System 
staff in the perfonnan~e of their duties for, or 
pursuant to the direction of. the Committee. 
Such infonnation ~vers, but is not limited 
to., expressions of policy views at FOMC 
meetinp, seasons for those views, votes of 
the Committee, and staff' forecasts. The in­
formation lhat must be kept confidential may 
be in any form. [t includes not only paper 
documents, but also electronic messages and 
files, recordin~ notes, oral briefings. and 
discussions relating to confidential FOMC 
matters. . 

Ill. CLASSIFICATION OF CONFIDEN· 
TIAL POMC INFORMATION. 

There are three security classifications for 
confidential FOMC infonnatioii. The first 
two classificadons -"Class I FOMC - Re-. 

stricted Controlled (FR)" and "Class II 
FOMC - Re~cted (Flt)n - ap_ply to. very . 
scDSitivc FOMC information. Class I FOMC 
information must be bandied at least as se­
curely as material classified by the Federal 
Reserve Board as "Restricted Controlled 
(FR)." Access to Class II information is 
somewhat less restrictive than access to Class 
I. It must be treated at least as securely as 
material classified by the Pederal Reserve 
Board as "Restricted (FR).,, The classifica­
tion "Class Ill FOMC - Internal (FR)• ap· 
plies to less sensidve infonnation that still 
requires confidential treatment. It must be 
handled at least as secwely as material classi-
tied by the Federal Reserve Board 8$ "Inter­
nal (FR)." (See Section VI below for han­
dling requirements.) 

Information in these classifications must be 
kept confidential until it is. released to the 
public by the Chairman or by the Committee 
Secretary pursuant to Committee instructions. 
All questions related to the classification, 
distribution, or handling of documents should 
be directed to the FOMC Secretariat. 

A. "Class I FOMC - Restricted Con­
trolled (FR)." 

This classification is generally applied to 
information that inclw(es policymaker in· · 
put, e.g., information related. to monetary 
policy decisions at meetings, views ex-

. pressed by policymakers on likely future 
policy, and idcndfication of meeting partic­
ipants who express particular views. Class 
I information includes, but is not limited 
to: 

I. Monetary Polley.· Strategies and 
Alternatives ("Tealbook Book B"). 
2. Minutes ofFOMC meetings. 
3. FOMC meeting recordings_ and 
transcripts. 
4. Polley-related portions of FOMC 
participants' prepan:d remarks. 
5. Information related to FOMC par­
ticipants' quarterly economic forecasts 
and to the associated semiannual Con­
gressional testimony. · 
6. Special memoranda or reports 
deemed particularly sensitive, including 
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materials that might otherwise cany a 
Cl~ IJ d~ignalion (f!~g.. a repttrt _ftol!' 
the Manager containing infonnation on · 
sensitive foreign exchange operations). 

B. "Class II .FOMC - Restricted (FR)." 
This classification is generally applied to 

staff forecasts prepared for the POMC and 
to information about open market opera­
tions. Class II information includes, but is 
not limited to: 

1. F.conamic and Financial Condi· 
tlons: Current Situalion and Outloolc 
("Tealbook Book A'"), and staff projec­
tions or assumptions relating to interest 
rates. . 
2. Reports of the Manager on domes-
tic and foreign open market operations. 
3. Information on Desk operations 
posted on confidential portions or the 
.. MarketSource" website of the New 

·York Bank. 
4. Other materials on economic and 
·financial developments (including for­
eign), special memoranda, tables, and 
charts less sensitive than those in Class I, 
including briefing materials containing 
Class II information that are produced 
and cirwlated within the Board or indi· 
vidual Reserve Banks. 

C. "Class Ill FOMC-Intemal (FR)." 
This classification is general1y applied to 

leswensitive background information sup· 
porting policy discussions. Class Ill in· 
formation includes, but is not limited to, 
the Tealbook Data Sheets. 
D. Security Classification Downgrading 
ofFOMC Information. 

FOMC infonnation loses its security 
classification when the Committee releases 
it to the public. Class II information is 
downgraded to Class III six months after 
the relevant FOMC meeting. Additionally, 
Tealbook Book B is downgraded fi'om 
Chm I to Class II six months after the rel· 
cvant FOMC meeting, and ftom Class II to 
Class Ill one year after the relevant meet· 
ing. 

Program for Security of FOMC Infonnation 

IV. ACCESS TO CONFIDENTIAL FOMC 
INFORMATION WITHIN 1llE FEDERAL 
.RESERvESYSTEM. 

Staff access to confidential FOMC infor­
mation requires prior authorization. Before 
gaining access and annually thereafter, the 
staff member must receive, review, and agree 
to abide by the rules for handling confidential 
infonnation that are referred to in this docu­
ment 

At each Bank, the Presi~ent, or the Re­
search Director on the President's behalt is 
respoDSJ"ble for designating those individuals 
to be given access to each class of informa-
tion. At the New York Birikt the Manager of 
the System Open Market Account may also 
designate staff on behalf of the PresidenL At 
the Board, that responsibility is assumed by 
the Chairman or the Committee Secretmy on 
the Chainnan's behalf and by Board mem­
bers for their assistants. Access at the New 
York Bank and the Board of Governors is 
limited on a strict "need-to-know"· basis; 
access at other Banks is subject to the numer­
ical limits noted below. In complying with 
these limits,. Banks may designate different 
individuals to have access to different docu­
ments. For example, one slot could be filled 
by designating an international economist as 
having access to all special memoranda relat· 
ing to foreign currency operations, and a do­
mestic economist as having access to other 
Class l and Class ll memoranda. At each 
institution, access to Class I and Class II in­
fonnation should be reviewed carefblly at 
least once every year. 

A. Access to "Class I POMC - Re­
stricted Controlled (FR)" materials at Re­
serve Banks other than the New York Bank 
(and the Bank that serves as the backup site 
for Open .Market Operations) is restricted 
to the President and First Vice President 
and to seven other Bank personnel as well 
as a limited nuinber or office support staff. 
B. Access to "Class II fOMC - Re­
stlicted (FR)" materials at Reserve Banks 
other than the New York Bank (and the 
Bank that serves as the backup site for 
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Open Market Operations) is restricted to 
the President and First Vice President and 
to eleven other Bank personnclas well as a -
limited number of office support sta~ 
C. Access to "Class III FOMC - Inter­
nal (FR)" information is limited on a 
"need-to-know" basis, but no specific limit 
is set on the number of individuals who 
may have access to such information at 
each location. 
D. The lists of all persons who are au­
thorized to have access to Class I and Class 
II information arc to be generated and 
transmitted to the Sccrctariat annually. af- . 
ter the first regularly scheduled FOMC 
meetmg of the year (it Which any cnanges 
to the Program would t)'pically be consl· 
dered). Over the course of the year, 
changes resulting fiom new staff assign· 
ments should also be transmitted. Rcconls 
of individuals' agreements to abide by the 
rules described in the Program should be 
maintaine:d at each institution. Such 
records would include individuals' signa­
tures or electronic equivalent. Office sup· 
port personnel, such as executive assis­
tants, who have substantive access lo Class 
I or Class II information are included in 
those required to review and agree to the 
rules described in the Program. 
E. To filcilitatc the preparation of spe­
cial analyses and briefings within the Sys­
tem, qualified staff may be granted ad-hoc 
access to Class I and aass II information 
on a strict "neecf.to-knoW- basis for a spe­
cific and limited period of time. Such ad­
hoc access may be granted by the President 
or a Federal Reserve Bank or a Research 
Director on his/her behalf or by the Secre­
tary for Board staff: Slaff granted ad·hoc 
access must review and agree to abide by 
the rules described in the Program before 
rec;eiving access. The Secretariat should 
be advised that such access has been given, 
and records of the access and related 
agreement should be maintained at each 
Bank. 
F. The Chairman may make ad-hoc ex-. 
ceptions to this section that are either more 

Program for Security of FOMC Information 

or less restrictive ror particular dOQJlllents 
being circulated or for other confidential 
information. 
G. In order to provide secure and rapid 
document delivery, access to selected con­
fidential FOMC information is given elec­
tronically throJagh the Secure Document 
System (SOS) for up to fom users at each 
Bank. The Desk at the New York Bank 
has access for two additional users at that 
Bank. The Pn:sidcnt of each Bank may 
delegate to the Research Director the re­
sponsibility for selecting users, monitoring 
compliance with SOS guidelines, and 
communicating with the Secretariat when 
changes in usage oa odnn issues oecw. 
Access to SOS for Board staff" is author­
ized by the Secretary on behalf of the 
Chainnan and monitored by the Secretar· 
iat. 
H. E6gibillty for access to confidential 
FOMC information for non-US citizens is 
governed by 12 CFR 268.205. (A summary 
of this rule, as it pertains to FOMC infor· 
mation, is appended to this document as 
"Attachment I.") Eligibility is detcnnined 
based on a number of factors fmcluding, 
but not limited 10, country of origin, immi­
gration status, length of residency, and em­
ployment history) and in many cases may 
require a background check. . 
I. Individuals who are not employees 
may not be given confidential POMC in­
formation unless all the requirement of this 
section IV, including citizenship require­
ments, are met and the Secretary gives 
prior approval. 

V. ACCESS TO CONFIDENTIAL FOMC 
INFORMATION OUTSIDE THE· FEDER· 
AL RESERVE SYSTEM. . 

Access to classified FOMC information 
outside the Federal Reserve System is limited 
as follows: . 

A. Confidential FOMC documents gen­
erally are made available to the public after 
a lag of about rm years. Such availability 
is subject to staff' review (including consul· 
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lation with the Chairman or the Conunittee 
where appropriate) for the purpose of re­
dacting any materials that are still deemed 
to be sensitive after five years. For exam­
ple, confulential information obtained from 
or about particular indMduals or business­
es, foreign governments and central banks, 
and international institutions that is 
deemed sensitive after the five-year lag 
wm be protectec;L In addition, national se­
curity classified infonnation that may be 
contained in FOMC documents remains 
confidential until it is declassified. The 
principal objectives of the Committee's 
policy of withholding sensitive information 
aftea tl&e five-1em lag me tu p1ese1~e dtc 
Committee's ability to collect needed in· 
fonnation, to allow its representatives to 
participate in sensitive discussions and re· 
port on them to the Committee, to avoid 
disclosures that would adveacly affect 
U.S. international relations, and to comply 
with the applicable laws governing the dis­
closure of confidential information. 
B. Staff officers of the Committee are 
authorized to transmit pertinent informa­
tion on System foreign currency operations 
to appropriate officials of the Treasury Do­
partmenL 
C. The Chainnan may make ad-hoc ex­
ceptions to this scciion that me either more 
or less restrictive for particular documents 
or for other confidential infonnatlon. 

VI. HANDLING OF CONFIDENTIAL 
FOMC MATERIALS. 

To assmc the necessary confidentiality, it 
is important that special care be exercised in 
handling POMC materials. The minimum 
requirements for handling confidential 
POMC and Federal Reserve information are 
described in the Federal Reserve Board's 
"Information Classification & HamDing Spe­
cifications• document (copies of summary 
appendices of this document, labeled "At· 
tachment 2-A" and "Attachment 2-B.'' are 
anached for convenience and are also availa­
ble as pages 20·22 at: http://Cedwcb.fib.gov/ 

Program for Security of POMC lnfonnation 

Fedweblboardlinnllnfosec/policies/lnfoClass 
ificationHandling.pdt). As noted in Section 
III above. confidential FOMC information 
must be treated at least as SCCUJ1:1y as infor­
mation in the corresponding Federal Reserve 
Board c:ategory. The following requirements 
are bigb!ighted here: 

A. In addition to Cnsuring that the mate­
rials tbCmselves me made aVB11ablc only to 
staff members who have been given access 
to them, the information they contain 
should be discussed with such persons on­
ly. 
B. Persons who no longer have access to 
confidential FOMC information, whether 
because of a job change within the Federal 
Reserve, employment outside the Federal 
Reserve, or retirement, must release custo­
dy of all confidential materials in their pos­
session and remain subject to all the prohi­
bitions relating to the d"asclosun: of FOMC 
information that is still confidential. 
C. The distn"bution to the POMC of all 
documents, other than the Manager's re~ 
ports, should be handled through the Secre­
tariat. 
D. In addition. to facHitate the identifi­
cation of Class I and Class II FOMC in­
formation, the appropriate coversheet 
shoal" be placed on all such documents 
that are to be circulated. (The Tealbook is 
distinctive in appearance and meets this re­
quirement without an additional cover 
page.) The most up-to-date coversheets 
are available on the FOMC Secretariat's 
web site: (http://fweb.rsma.fi'b.gov/dma/ 
fomcl). 

VII. ONGOING RESP.ONSIBILITY FOR 
MAINTAINING CONFIDENTIALITY. 

A. The President of each federal Reserve 
Bank is responsible for ensuring the confi.. · 
dentiality of POMC infonnation at that Bank 
and for the conduct and discretion or that 
sank•s staff' with regard to the use or the 
information. The Chairman fidfills this role 
at the Board. No confidential FOMC infor- · 
mation may be released except pursuant to 
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Committee instructions or with written au­
thorization from the Chairman and prompt 
notification to the FOMC. 
B. At each institution (Board or Bank), the 
basic principles and rules or. confidentiality 
shall be reviewed at least once a year with 
ever; individual who has access to confiden­
tial POMC information. ln addition to an­
nual circulation of tho Program for Security 
of POMC Information, institutions may im· 
plement further procedures in support• or in­
fonnation security. 
C. If· any FOMC participant or Federal 
Reserve System staff' perso~ becomes aware 
of an incident in which POMC information 
secunfY rules may &ave seen &reacnea; mat 
individual should promptly alert the FOMC 
Secretary. The Secretary and the FOMC's 
General Counsel will perform an initial re-­
view or the incident, in consultation with the 
Olainnan and with the President of a specific 
Federal Reserve Bank if the violation appears 
to bavo involved staff within that Bank. In 
light of that initial review, the General Cotin­
sel will detennine whether to request the 
Board's Inspector General to perform a fbll 
investigation of the incident. The results of 
that investigation will be reported to the 
Chairman, who will inform the Committee 
about those results as appropriate. 
D. If a staff person at the Federal Reserve 
Board bas been found to be responsible for a 
breach of FOMC information security, the 
Chainnan ·will determine the consequences 
for that individual. If a staff person at a Fed­
eral Reserve Bank has been found to be re­
sponsible for a breach or FOMC information 
security, the President or that Bank will de­
termine the consequences for that individual 
and will inform the Chairman of that deter­
mination. If an FOMC participant has been 
found to be responsible for a breach of 
FOMC information security, the Committee 
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will determine the consequences for that par­
ticipant. The Inspector General will contact 
law enforcement agencies whenever an in­
vestigation indicates that criminal -statutes 
may have been violated. 

VIII. FOMC MEETING A 'ITENDANCE. 

A. Except by approval of the Committee, 
attendance at FOMC meetings, including 
conference calls, is limited to: 

1. .Governors and Reserve Bank Presi· 
dents and any other: Alteri1ate Members. In 
the absence of a President, a substitute 
Bank officer designated by the President or 
me smx•s 60irii of diteCtOrs. 
2. Committee officers.- In tho absence 
of an assoi:iate economist fiom a Reserve 
Bank, one substitute designated in advance 
by the President, with notice to the Secre­
tariat 
3. The Manager of the System Open 
Market AccounL In the Manager's ab­
sence, a substitute designated by the Man­
ager or the President of the New York 
Banlc, with notice to the Secretarlat. 
4. One adviser or one substitute desig­
rulted in advance, with notice to rhe secre. 
lariat, by each President who is not current· 
ly a memb:r or the Committee. 
S. One First Vice President of a Bank. 
This designee would be in addition to those 
listed above. The Secretariat maintains a 
ro~tional scheduJe based on nominations 
from Banks. 
6. One assistant to the Manager, Secre­
tariat assistance, and a limited number of 
additional members of System staff desig· 
natccl by the Chainnan. 

B. Attendance. may be limited ftuth:r by 
the Chairman lr a meeting, or portion of a 
meeting. gives rise to unusual sensitivity 
problems. 
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Attachment I 
NON-CITIZEN ELIGIBILITY FOR AC­
CESS TO FOMC INFORMATION 
Summary of 12 C.F.R. 268.205 

Access to all FOMC information is gov­
erned under the Program for the Security of 
FOMC Information. Under these rules, U.S. 
citizens are eligible for access to all levels or 
FOMC infonnation (Class I, II, and 111).1 As 
explained below, eligil>ility for access lo 
FOMC information for non-citizens depends 

Program for Sec:urity of POMC Information 

A "Proteclecl Individual" is. a person who 
is a lawful permanent resident (lhat is. 
holds a "green card") and who bas taken 
certain steps toward becoming a U.S. citi­
zen. Those steps require that the person el· 
ther: 

A. Sign a declaration of intent to be­
come a U.S. citizen and file foi: U.S. citi­
zenship Within s1x months or becoming 
eligible to do so, 

on. the individual's job:r c~ip status, A. Be an employee of the Federal Re· 
residency and other requirements. The serve System (FRS) since January 1 
FOMC-applies-the- same-requirements-- for------- 2006· - - ' 
~ to its info~on that the B~ ap- B. File for citizenship before request• 
pbes when granting access to senstt1ve in- ing access to FOMC lnformatioli; and 
formation of the Board. 

2 
• • • • • c. Pass a background check i;u:cepta-

As a general matter, a non-ctlszen IS ebgi- ble to ihe Board. 
ble for access lo FOMC Information i~ only A green card holder who does not quali-
one of two ways-as a Protected lndwidual ty under one of these criteria is not a Pro-
o~ as an Eligible Employee. Prot~ lndl- tectcd Individual, f?!d. lhereforc is eligible 
VJduals, defined below, are treated similarly for access only if he or she is an Eligible 
to citizens, and are eligi"ble for all levels or Employee (see below). 
POMC lnCormatio!L. • Eligi~J; Employees, 2. Eligible Employees 
defined below: are 1n1tially eh~b!c for access To be an Elip1>1e Employee, the non-
based on thcir country of ongm. but may citizen must be employed in a position- at 
subsequ.ently be eliga"ble fo! a ~gh:' level of the Board or Reserve Bank that requires a 
access sf they meet certatn cntena. Non- Ph.D. in economics or finance. If the non-
citizens who are neilher Protected Individuals citizen is employed in such a position, his 
nor Eligi1>1e Employees may not be granted or her eligibility for access is granted in 
access to FOMC Information. two stages. 

I. Protected lndividuals
3 

A. Initial EllglblUty. EUgibility in the 

1 In all cues, whether an individual ls a citiz.c:n or 
not, access to infonnation of the FOMC is contin­
gent on both the eligibility discussed lac and a 
"need to know," which involves a determination 
by the FOMC Secn:tmiat or du: FOMC Chairman 
dml lhe individual must be permitted m:cess at lhc 
proposed level in order to perfbnn bis or her job. 
Individuals who are granted access to FOMC in­
formation must abide by all rules tlu¢ apply to the 
handling of lhat lnronnation. · 

2 lbc Board's 111lc ror access to sensitiw inror­
malion by non-c:itimls is set forth in 12 C.F.R. 
268.205. 

3 Umler lhc Board's rul:, 1he term •1P10tcctcd In· 
ttividuar also includes U.S. citizens and U.S. 
mdionals (persons who me bom in American Sa-

initial stage depends on wheth~r lhe non­
citizen's country or origin is on the cur­
rent "country list," which is a list of 
countries whose citizens may be hin:d by 
appropriated federal agencies under 

moa, c:ennin former citizens of the fommr Trust 
Territory of lhc Pacific Jslsnds, and certain cbil­
dlcn or non-citizen nationals bom almnul). The 
term .. Pn>tcctcd Individuals" also covers three 
additional ca.tcgorics of individuals (those admit· 
tcd for tanpormy residence under certain hnmi­
gmtion piovisions and those granted asylum or 
iefbgee status). However, requests for access by 
persons In th:se later categories me unlikely to 
arise and are thus not clescn"bed here. 
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federal legislation (sec the cwrent coun- Czech Republic 
try list below).4 

· Denmark 
L · If the non-citizen is fi'om a coun- Dominican Republic 
try on the country list, he or she Is eU. Ecuador 
gi1>1e initially for Class II access. El Salvador 
ii. If the non-cidzen is not from a Estonia 
country on the country list. he or she ls Prance 
eligible initially only for Class Ill Gennany 
access. Greece 

B. Higher Eligibility: In the second Guatemala 
stage of eligibility, a non-citizen can be- Haiti 
come eligible for access to infonnation Honduras 
one level high~ (i.e., a non-citizen fi'om Hungary 
a country list country can become eligi· Iceland 
ble for Class I access and a non-citizen Ireland 

hcrln1ot-ii'onra-countrrlist-country---·1srae1-----
can become eligible for Class II access). Italy 
A non-citizen is eligible f'or this next Japan 
level or access if he or she bas: Latvia 

L Resided in the United States for Lithuania 
six years; Luxembourg 
iL Been employed with the FRS for Netherlands 
two years; New Zealand 
iii. Been recommended for a higher NiCaragua 
level of access by his or her division Norway 
director; and Panama 
iv. Passed a background check ac- Paraguay 
ceptable to Che Board. Peru 

Philippines 
COUNTRY LIST Poland 

Albania Portugal 
Argentina · Romania 
Australia Slovakia 
Bahamas Slovak Republic 
Belgium Slovenia 
Bolivia Spain 
Brazil South Korea 
Bulgaria Thailand 
Canada Trinidad & Tobago 
Chile Turkey 
Colombia United Kingdom · 
Costa Rica Uruguay 
Croatia Venezuela 
Cuba 

4 The list of eli11'bJe comtrics and persons is sub­
ject to legislative mm other changes. Tht: lust 
chanp to tJm list WDS in 2004. 
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Board Penonnel 
Internal FR 

PRINTED Reshicted-CoatroUed FR Restricted FR (SemltWe Pll) (mcludlng Non-Sensitive 
Pin 

A list of the spccifsc FR Slaff Authorbed & need to know 
Sbme only as provided in the for omcial business pwposes. authorized to access the Authorized end ncc:d to Board's Policy ror HandJing PD may be shmed with a PRS 

Mr-2 information must be prepared & know ror ofru:ial business Personally ldenlifiabh: lnfonnalion cmpJoyce or Board comractDr Access 8UBched to lhe do:ument(s) or pmposes and limited to as policy and limited to as few people if au1bori1.cd by the 8oanl c:enttally main1Bined by an few people es possible. 
BS possi°ble employee's supervisor or the: 

authorizecl aUlhority employee's position 

MP-2 Not recommend:d. If necessary, 

Duplication each copy must lmvc a unique Limited to need to know Limited to need to know Limited to need to know 
identifier 

"Rcstric:led-Controllcd FR" at "Restricted FR" at the top 
the top of every page. of evcsy page. Nmnbcrcd .. Board PelSOnncl" at the top of u1merna1 FR" at lhe top of the MP-3 Numbered using the "x ofy" using the '4x ofy" 

eveiy page. All pages must be first page. AU pages must be Labcllng numbering or consecutively numbering or consecutively consecutively numbered consi:cutively numbered numbered w/ lhc fuml page nmnbcn:d wl the linal page 
labeled .. last page" labeled "last page" 

MP-3 Rcslrictcd-COntrollcd FR blue Restricted FR pink Board Personnel green coversheet No coversheet Coven beet coversheet coversheet 

I of tho following physical I of the following physical I of the following physical contiols: 
MP-4 controls: 1ockcd desk 

Storage contmls: locked desk drawer, drawer, file cabinet or 
Jocml desk drawer, me cabmet or Stored in a secwe location 

file cabinet or office office office 

MP-5 Hand«livcnm or pJ8"d within 

Transport: two scaled envelopes. The Hancl-deliven:d or placed Hand-delivered or placed within a No special requirenu:n1s imscrmost envelope: Jabctcd as within a scaled envelope sca1ccl envelope Internal "Restricted-Contmllcd Flt" 

Two sealed envelopes and sent 2 sealed cnvclopcs & sent via 
via Registered Mml (or Registered Mail providing dclivcsy 
equiwlent seivice) pmviding Two sealed envelopes and trucking & confinnation. Sender 

MP·S delivery tracking&. sent via Registered Mail (or must maintain a list of specific Placed within a scaled Transport: confirmation. Sender must equivalent service) items con1aining Sensitive Pll that envelope 
Esteraal maintain a list of specific items pmviding delivery lmcJcjng were shipped. When 1raeking is not 

conlaining Restricted· & conrmnation. used. the banSmitter must use 
Controlled FR that wme compensating controls to lhc extent 
shipped possi1Jlc. 

Sent via enmypti:d fax mm:hinc & 
MP-S Sent via encrypted fox machine Sent via CllCl)'pmd fbx conr~ receipt. When using non-

Transport: machine end conrum sccmc fax, the tmiwnlttcr must use No spectal requlrcm:nts 
Faz and conrmn receipt ieceipt compensating controls to the extent 

possible. 

l\olP-6 Pbysically destroyed (e.g., Physically d:sboyed (e.g., PhysiQ!lly destroyed (e.g., paper PhysicaJly clestlO)'ed (e.g.. 
paper sbJedders or Sanltir.atian paper slucddcrs or eppmvcd appmved secwe documciit shredders or appmved secure paper sluccldm or n:cyc1e 

& Disposal secme dcc:umcnt rcccptacles) reccplBClcs) 
documenl rec:cplaeles) bins) 

. lnfonnation Classification and Handling Standard 20 11/02/11 Version 5.0 
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Attac~ent 2-B: Summary for Handling Digital Information 

Board Penouel 'Internal FR 
DIGrl'AL Restrieted-Controlled FR Re.stmted FR (Including Noa-sensitive (Semitive PII) PID 

A list of the specific~ StafT Aulhorizcd 4 n:ed to know 

authorized co access 1he Authorized and need to Share only as provided in lhe for officia1 business purposes. 

lnrmmation must be prepared know for ofr.u:ial business Bomd's Policy for HamDing PD may be shared with a FRS 
MP-2Access & altacbed to lhc media or purposes and limited to BS 

Personally Identifiable Information employec or Bomd contractor 

centrally mDinlained by an rcw people es possible. policy and limited to as few people if authori1.cd by lhc Bonni 

11uthorimd 11uthority. as possible · employee's supervisor or the 
employee's position 

MP-2 Not n:commended. If 

DaplicatioD neccssmy, each copy must LimiJcd IO need to know Limilcd to need to know Limited to need to' know 
have a unique idesuir&cr 

Rcstrictcd-O>nlrOlled FR label Restricted FR label must be 
must be pmvid:d when the provided when the 

MP-3 infonnatlon is accessed or information .is accessed or Removable meclla labeled "Board Removabl: media labeled es 
Labeling displayed. Label Removable displayed. Label Pctsonner• "Internal FR" 

media "Rcstrictcd-Contmlled Removable media 
FR" "Restricted FR" 

1 or the lbllowing Physical I orthe following physical l of the following physical controls: 
· controls:-loclccchh:slc·~u~w ... , _eon1r0ls:JQCbd_desk__ 1odccd·dcslc·cfray,-er;f11e·cubincto,-
file =binet or office. Storc drawer. tile cabinet or office. Sensitive PD stoim on 

MP-4 only on 8oanl or Trusted office. Ston: only on Board portable media must be en:iypSed. Store in a scc:1R location. 

Storage Third Party owned media that or TIUSted Thbd Party Store only on Board or Trusted · Store only on Board or FRS 
owned media that is owned m:dia. is cncryptcd using an encryplcd using an Third Party own:d media that is 

encryption module dmt is encryption module that is cneryptm using an enciyptlon 
FIPS-140-2 certified. FIPS-140-2 certified. modum that Is PIPS-140.2 celtiftcd. 

Transport on Board or Trusted Transport on Boanl or Thbd Party owned encrypted 
portable media that is Trusted Third Pasty owned Tnmsport on Boan1 or Third Party 

MP·S enciypted using an enc:iyption encrypted portable media owned encrypted portable media 

Transport: module that is FIPS-140-2 that is cncsypted using an lhat is enciypted using BD Tnmsport only on Bomd or 

latenaal certifa:d and bmukte6ver or en~ module that is encryption module that is FIPS- FRS owned media 

pJam in 2 scaled envelopes. FIPS·l40-2 ccltifted and 140.2 certified and band-deliver or 

Innermost envelope labeled band-deliver or place in a place in ~ scaled envelope 

Restricted-Controlled PR scaled envelope 

Transport on Bomd or Trusted Transport on Board or FRS owned 
1binl Party owned cnaypted Tnmspmt on Board or 
n:movablc media that is Trusted Third Party owned encrypted removable media that is 

encrypted using DD enciyption encrypted n:movable med"m cnaypted using an encryption 
module tbat is FIPS-140-2 certified module that is FIPS-140-2 tbat is cnQyptcd using mi in 2 sealed envelopes and sent via 

MP·S certified In 2 sealed envelopes cm:l)'ption moduli: lbat is Rcgiscered Mail providing delivery Placed within a sealed 
Transport: and sent via Registered Mail FIPS-140-2 certified in 2 lrBCking & conrumalion. Sender 

envelope. Transport only on 
£sternal providing cl:IiVCI)' tracking & sealed envelopes and sent Board or FRS owned media. 

conrumatioJL Sender must via Registered Mm1 (or must maintain a list or specific 

maintain ~ ljst or Specific items equivalent service) items that wea: shipped. When 

containing Restris:h:cl- p:ovid'mg m:rm:rr tracking ~g is not used, tbc tmnsmiucr 

Controlled FR that we~ & continnation. must use compeasndng controls to 

shinn!!d lh: extent possible. 
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Send via encsyptcd email Dim lhc 
pcison Che inronnmon con:ems 
specif ally~ lhe 

Send via enciyptcd Lotus Send via encrypted Lotus unencrypted email communication. 
MP-5 Notes or Bomd-appmvcd Notes or Bomd·appmved Using Um:ncaypted e-mail n:quircs 
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FOMC Policy on External Communications of Committee Participants• 
As adopted effective June 22, 2011 

PREAMBLE 

The Federal Open Market Committee 
(FOMC) is commilted to providing clear and 
timely information to the public about the 
Committee's monetary policy actions and the 
rationale for those decisions. Indeed, consi­
derable evidcm:c indicates that central bank 
transpanmcy increases the effectiveness of 
monetary policy and enables households and 
businesses to make better-informed decisions. 

Two-way communication with the public is 
a crucial element in the FOMC's monetary 
policy process. Committee participants have 
regular contacts with members of the public as 
part of the process of g&Uienng the informa­
tion the Committee' needs to understand cur· 
rent economic and financial conditions. In 
addition, the FOMC's public accountability is 
strengthened by open discussion of Commit· 
tee participants' views about the economic 
outlook as well as their judgments about the 
appropriate course or monebuy policy. 

Therefore, ·to reinforce lhc public's confi· 
dence in the transparency and integrity or. the 
monetary policy process, the FOMC ·bas es­
tablished the following principles to govern 
Committee panicipants' contacts with mcm· 
bcrs of the public.· The FOMC itself main­
tains responsibility for ensuring that all Com­
mittee participants-that is, the members or 
the Federal Reserve Board and the presidents 
of the Federal Reserve Banks-abide by these 
principles. 2 

2 1bc Committee's policy governing the external 
communications of Fcdenll Reserve System stafTis 

· set forth in a separate document. 
2 'lbis policy is ft.Illy consistent with and comple­

ments the more general policies for ethical condw:t 
published in tho Federal Ruerve Adminlsll'ative 
Manual (FRAM) section 2.026.1 ("Ethics­
Voluntmy Ouidc lo Condm:t for Scaior Offic:ials"). 
That section rccogni7.cs the ovcrmching principle . 
that senior Federal Reserve officials .ahavc a special 
n:spoma'bilily for maintaining lhc integrity, dignity, 
and reputation of the System" and "should scrupu­
lously avoid conduct dmt might in any way tend to 
em'bamm the System or impair the effectiveness or 
i1s operations." The policy in this document focus-

GENERAL PRINCIPLES 

I. Committee participants will endeavor to 
enhance the public's understanding of mone­
tary policy. They are fiee to explain their 
indMdual views but are expected to do so in a 

: spirit of collegiality and to reftain fi'om char­
acterizing· the views of other individuals on 
the Committee. Jn explaining lhe rationale for 
announced POMC decisiom, participants will 
draw on Committee communications and the 
Chainnan's press conference remarks as ap­
propriate. 
2. To foster the ongoing frank exchange of 
views at FOMC meetings, Committee partlci­
pantsWillreftiinmma--pw'1iclyclial'-------------
acterizing such discussions beyond what bas 
been published in the minutes of each FOMC 
meeting. . 
3. To protect the independence of the 
FOMC's decision-making process from short­
tenn political pressmes, participants will 
strive to avoid any appearance or political 
partisanship and will be prudent in selecting 
venues for their speaking engagements. 
4. FOMC participants will cmefillly safe­
guard aU confidential information. 3 No confi· 
dential FOMC information may be released 
except pursuant to Committee instructions or 
with written authorization fi'om the Chainnan 
and prompt notification to the FOMC. 
S. To the fbllest extent possible, Commit· 
tee participants will refrain fiom describing 
their personal views about monetary policy in 
any meeting or conversation with any individ­
ual, firm. or organimtion who could profit 
financially from acquiring that information 
unless those views have already been ex­
pressed In their public communications. 
6. Committee panicipants will strive to 

es spc:ciru:ally on extcmul communications ·anc1 is 
binding on ell FOMC pmtic:ipants. 

1 The Commiuec's regulations concerning the de­
signation and handling of confidential POMC in­
formation me set forth in a scpmatc documcns, 
.. PrograIR/orSecmilyofFOMC lqfannation, • 
available at http://www.fedcralreservc.gov/mone 
tm)'pDlicy/filcslFOMC_lnformationScc:urityProg 
ram.pd[ 
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ensure that their contacts with members of the 
public do not provide any profit-making per· 
son or organization with a prestige advantage 
over its competitors. They will consider this 
principle carefully and rigorously in schedul· 
ing meetings with anyone who might benefi~ 
financially fi'om apparendy exclusive eontacts 
with Pederal Reserve officials and in eonsider­
ing invitations to speak at meetings lhat are 
sponsored by proftt·making organizations or 
that are closed to the public and the media. 

. 7. To facilitate the effectiveness of the 
Committee's policy deliberations and the clar· 
ity of its communi~tio~ participants observe 
a blackout period on monetmy policy commu-

·-------n-1cati~o-n-th8Tbegins on the TUeiiliy momtng 
of the week prior to each regularly-scheduled 
FOMC meeting and ends at midnight Eastern 
Time on the Thursday following the meeting. 
During each blackout period, participants re­
frain &om expressing their views about mac­
roeconomic developments or monelary policy 
issues in meetings or conversations with 
members of the public. · 

PRAcrICAL EXAMPLES 

To assist FOMC participants in understand­
ing the application of these principles, lhe 
Committee has considered how the principles 
should be applied to some common requests 
for public contact. For example, the following 
contacts would generally be consistent wilh 
the Committee's policy on external communi­
cations, as long as the participant carefully 
adheres to all of the principles listed above 
during the contact itself. 

1. A speech on a monetary policy topic 
at a widely-attended event with press in ~­
tendance, where the event i~ organized by a 

non-profit entity and does not involve fund. 
raising. Such a speech might be given at an 
academic instilution, a conference span.. 
sored by a non-profit organization, or a 
meeting sponsorccl by a civic or trade asso­
ciation (such as a chamber of commerce or 
a state or national bankers' association). 
2. An interview with the press regarding 
the participant's personal views on mQne­
tary policy issues. 
3. A private meeting with members of 
the public-such as bankers, community 
representatives, industry representatives, or 
labor representatives-to collect infonna-
tion about the economy without dissem __ inat~----------­
mg any 1nfonnation about the partic1panrs 
personal views on monetary policy unless 
those views have already been expressed in 
their publi~ communications. Whenever 
practical, a public information ~fficer or 
other Federal Reserve· staff should be 
present at such a meeting.. · 
In contrast, the following contacts would 

not be consistent With the principles set out 
above: 

1. Disclosure in any setting of confiden-
tial FOMC information. 
2. Disclosure or characterization in any 
setting of the views that others expressed. at 
an FOMC meeting. 
3. A prediction about Committee action 
in advance of the Committee announcement 
or its decision. 
4. A private meeting with selected 
clients of a regulated entity or financial firm 
to discuss monetary policy. 
Of course, the foregoing examples are not 

intended to serve as an exhaustive list, and 
h~nce good judgment will be essential in ap-­
plying these principles. 
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FOMC Policy on Extemal Communications of Federal Reserve System 
Staff 1 

As amended effective June 19~ 2012 

PREAMBLE 

In the course of making monetary policy 
decisions, the Federal Open Market Commit­
tee (FOMC) makes extensive use or back· 
ground materials prepared by the staff or the 
Federal Reserve System, and senior staff' give 
regular briefings at FOMC meetings. In acldi· 
tion, staff are directly involved in the imple­
mentation and communication of the Commit­
tee's policy decisions. 

Federal Reserve System staff have conlaCts 
with memb:rs of the public in the process of 
gathering information about current economic 
and financial conditions. In addition. staff' 
synthesi7.e that infonnation using a variety of 
analytical methods and statistical tools, and 
the continual refinement of these methods and 
tools is facilitated by ongoing interactions 
with academic researchers, statT at foreign 
central banks, and other outside analysts. Fi· 
nally, staff play a significant role in helping. 
the public understand the rationale (or POMC 
decisions. The principles described below 
recognize the importance of these activities · 
for monetary policymaking and are not in­
tended to inhibit the staff &om conducting or 
broadly disseminating economic resean:h or 
liom carrying out other appropriate communi­
cations with members oflhe public. 

To reinforce the public's confidence in the 
transparency and integrity of the monetary 
policy process, the FOMC has established lhe 
following principles to govern the public con­
tacts of Federal Reserve System staff' who 
have access to confidential FOMC infonna­
tion. 2 The FOMC maintains responsibility for 
ensuring that all System staff with such access 
abide by these principles. Specifically, the 
President of each Federal Reserve Bank is 
responsible for ensuring the confidentiality of 

1 This document complements the FOMC po&~ 
regarding the external communication of Commit· 
tee participants. which is set fozth in a separate 
doc:wm:nt. 

2 This policy is fillly consim:Dt wilh end compJe. 
mads lhc rules for etbical conduct prescn"bed for 
th: statT or the Board of Oovcmots and for staff ai 
each Federal Reserve Bank. 

FOMC information at that Bank and for the 
conduct and discretion of that Bank's staff 
with regard io the use oftbat information, and 
the Chairman fulfills this role for Board staff. 

GENERAL PRINCIPLES 

I. Federal Reserve staff play a significant 
role in enhancing public understanding of the 
FOMC's actio~ thereby promoting the effec­
tiveness or monetary policy. In all communi­
cations with the public regarding monclary 
·policy issues, members of the staff should 
rcfiain l'rom publicly expressing their own 
personal opinions or predictions rejinfi~ng _________ _ 

prospective monetmy policy decisions. In 
explaining the rationale for announced FOMC 
decisions, staff should draw on Committee 
communications. the Chairman's press confc-
Mnce remarks, and other published materials 
as appropriate. Whenever staff make public 
comments on monetary policy, they should 
clearly indicate that those comments are solely 
their own responsibility and should not be 
interpreted as necessarily representing the 
views of the POM~ its principals, or any oth-
er person associated with the Federal Reserve 
System. 
2. To foster the ongoing fi'ank exchange of 
views at FOMC meetings, staff will n:ftain 
from charactcnzing such discussions--epart 
from what has been published in the minutes 
of each FOMC meeting-in any contact with 
an individual, firm, or organization outside of 
the Federal Reserve System. 
3. To protect the independence of the 
FOMC's decision-making process fiom short· 
term political pressures, members of the. staff 
of the Board and. Reserve Banks will follow 
their respective codes of conduct regarding 
partisan political activities and strive to avoid 
any appearance of political partisanship when 
discussing economio or policy issues with the 
public. . 
4. Staff will care.f.blly safeguard all con-
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fidential FOMC information. 3 No confiden- widely available to the public prior to the 
tial information may be released except pur· blackout period. Staff will be able to carry out 
suant to Committee instructions or with writ- · their responsibilities for public dissemination 
ten authorimlion. from the Chainnan and of published Federal Reserve data and System 
prompt notltication to the Committee. surveys and reports, including answering 
S. Unless the information has been made' technical questions specific to a data release. 
widely available to the public, Federal Re- 8. In carrying out lheir official responslbill-
serve slafl' members will refrain fiom dJsse. des, Federal Reserve staff engage in certain 
minating information outside the Federal Re- closely-held communications with other parts 
serve System. such as information about eco- of the U.S. government, with foreign central 
nomic and financial conditions or about the banks and governments, and with international 
methods and tools. that are currently being organizations such as the International Mone-
used to assess those conditions, that might tary Pund and the Bank for International Set· • 
allow an individu&I, firm, or organization to tlements. In communicating with indiyiduals 

_________ pmfit finan~JIY-~· ___________ fb>m such institutionL staff JDP_y_ecxCbange=-------------
6. Staff" wlll strive to ensure that their con- views on cui'rcnt economic and financial con-
tacts with members of the public do not pro- ditions or discuss policy-related matters or 
vide any profit-making person, firm. or organ· interest to the Federal Reserve, including non-
ization with a prestige advantage over its public information, and such communications 
competitors. They will consider this principle are not subject to the blackout period de-
carefblly and rigorously in considering invita· sm"bcd above. In all such interactions, how· 
tions to speat at meetings sponsored by profit- ever, no confidendal FOMC information may 
making organizations and in scheduling meet- be released except pursuant to Committee 
ings with anyone who inight benefit financial· instructions or with wrinen -auiborization from 
ly from apparently-exclusive contac:ts with the Chairman and prompt notification to the 
Federal Reserve staff. Committee. 
7. To facilitate the effectiveness of lhe 
Committee's policy deliberations and the clar­
ity of its communications, staff' will observe 
the blackout period on monetary policy com­
munication that begins at midnight Eastem · 
time seven days prior to each regulerly­
scheduled FOMC meeting and ends at mid­
night Eastern Time on the next day after the 
meeting. During each blackout period, staff 
wm reftain from expressing their views or 
providing analysis to members of the public 
about macroeconomic or financial develop­
ments or about cunent or prospective mone­
tary policy issues unless that information has 
already been cleared for publication and made 

1 The Committee's iegulatiolls conceming the de­
signation and hmulling of confidcntlal FOMC in· 
formation arc set forth in a sc:pmatc clocumcnt, . 
"Prograln/or Securityof FOMC lnformalion." 
available at bttyJ/www.federnbeserYc.gov/monc 
taeypolicy/fib:slFOMC_lnformalionSecurityProg 
ram.pd£ 

PRACTICAL EXAMPLES 

To assist Federal Reserve System staff' in 
understanding the application of these prin­
ciples, the FOMC has considered how the 
principles should be applied to some eommon 
requests for public contact. Por example, the 
following contacts would generally be consis­
tent with the Committee's policy on external 
communications, as long as the staff member 
carefillly adheres to all or the principles listed 
above during the contact itself 

I. A presentation at a widely-attended 
meeting, where the event is organized by a 
non-profit entity and does not involve fund· 
raising. Such a meeting might be sponsored 
by an academic institution, non-profit or­
ganization, or civic or trade ilssoclation 
(such as a chamber or commerce or a state 
or national bankers' association). 
2.. A private meeting with members of 
the· public-such as bankers, community 
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representatives, induslr)' representatives, or personal views on monetary policy that 
labor representatives-to collect informs- have not previously been communicated to 
tion about current economic and financial the public. · 
conditions, without disseminating any in- 4. Public communications in which a 
formation that is not widely available to the Federal Reserve staff' member expresses 
public. Whenever practical, at least two personal opinions about prospective mone-
Federal Reserve staff should be present at tary policy decisions. 
such a meeting. 5. A prediction to members of the public 
3. A working paper, presentation, or about Committee action prior to the Com-
publication that evaluates the etrectiveness mittee's announcement of such decisions. 
of monetary policy actions taken in the past. 6. A private meeting with selected 
4. A discussion between Federal Reserve clients ofa regulated entity or financial firm 
and Treasmy staff' (including during ·the to discuss monetary policy. • 
blackout period) regarding recent economic Of course, the foregoing examples are not 
and financial developments in a foreign intended to serve as an exhaustive list, and 

----------econ<fmy;-lfow-10-interprerthem;-and-their-hence goodjWlgment walloe essentiat1-n-ap-_________ _ 
implications for future developments. plying these principles. Moreover, whenever 
In contrast, the following contacts would staff are unsure about whether specific con-

not be consistent with the principles set out tacts with the public would be appropriate, 
above: - · they should consult in advance with the ap-

1. Disclosure of confidential FOMC in· propriate staff person or with the head of their 
formation. respective institution-namely, the Chainnan 
2. Disclosure or characterization ·Of the in the case or staff' at the Board of Governors, 
views expressed at an FOMC meeting. and the President in the case of staff at a Fed-
3. Disclosure of an FOMC ~cipant•s eral Reserve Bank. 
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FEDERAL OPEN MARKET COMMITTEE 

• Membership 
• Seven members o~ Board of Governors 

• President of FRBNY 

• On rotating basis four of other eleven presidents 

• All seven Board members and twelve Reserve Bank 
I 

presidents participate in FOMC meetings, but only 
members of the Committee can vote 
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FOMC PROCEDURES 

• FOMC meets eight times per year in Washington 
• Additional meetings by conference call as necessary 

• FOMC meetings 
• Staff briefings on financial markets, economic outlook, 

monetary policy alternatives . 
• FOMC participants discuss economic situation and 

outlook 
• Reserve Bank presidents report on economic conditions in their 

district 

• Participants discuss monetary policy alternatives 
I 

• Committee members vote on FOMC statement and 
directive on open market operations to New York Fed 
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MINUTES STRUCTURE 

• "Front & Back" - · j /<... <-'-"" c- •• ./-<'/'-,.,_ / 
(

/:0 (r- _I . .C, I- c! E.l C.. ._. _,... ""--1- J ) 
•Historical Minutes - o .... ,..,,~0 ,. J\.\I ~ 

• Developments in Financial Markets and the Federal Reserve's Balance Sheet 
• Staff Review of the Economic Situation f -rl(_..._ ( tJ.ru,1~ 4 C cc; (f~J2.~ 

• Domestic 1/" ~ 
• International iJ".) x t=°;((J,.rlt/'/' 

• Staff Review of the Financial Situation / 7 l'l / , _.( ( 1 l --< -!.·- I ,, .. ,.,, I 5 ;Lt~ c.,,_ -I /"I. /. ,r.,,._.,., ·'- •.,, 
• Domestic 

• International 

• Staff Economic Outlook 

•Policy Minutes f3/...,, -t:.y+ J 
• Participants' Views on Current Conditions and the Economic Outlook 
• Committee Policy Action 

• Specia I Topics - f!vt_r I (" 
• Potential Effects of a Large-Scale Asset Purchase Program 

• Consensus Forecast Experiment 
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MINUTES PRODUCTION 
Minutes Roles 

• "Front & Back":  

• Historical Minutes 
• International sections: IF Division staff:  
• Domestic economic section: R&S Division staff:  
• Domestic financial section: MA Division staff:  
• "Lead" author rotates between R&S and MA, attends relevant FOMC meeting 

• Policy Minutes:  

•Special Topics: initial drafts usually prepared by staff subject matter 
expert 

• Potential Effects of a Large-Scale Asset Purchase Program 
• Consensus Forecast Experiment 

• Economic Editing Review:  

• MA/IF Deputy Reviewers:  

• FOMC Secretariat facilitation:  

• FOMC Assistant Secretary & coordination:  

• FOMC Deputy Secretary & oversight:  

•FOMC Secretary & primary oversight:  

SEP Roles 

•SEP:  

•SEP Checker:  

•SEP Research Assistant:  

• R&S Deputy Reviewer:  
 

If. 11 
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(b)(6)

(b)(6)
(b)(6)
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(b)(6)

(b)(6)
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MINUTES PRODUCTION TIMELINE 
I 

SEPTEMBER 2012 

'J'f(e.' Deputies/ I-:- Historical 

VC<('lc.. 

Y:,\~ 

• -Draftl 

-
· - Final Version 

• •-Publication 

9-rl'..c..V\ 
Week 1 Week 2 Week3 

* Vice Chair received copies of commitnlcations paragr aphs only 
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MINUTES AND SEP ACCESS OVERVIEW 

• Board staff authors 

• Board staff content reviewers 

• Economic editing staff 

• Secretariat staff 

• SDS readers: Governors, Presidents, Board & 
Banks staff members 

• Potentially additional Bank reviewers, via paper 

• Public-facing staff (Office of Board Members) 
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MINUTES AND SEP PROCESS 
I 

SUPPORTING QOCUMENTS 

• September 2012 minutes and SEP 

• 2005 Bulletin article 

• August 28, 2012, minutes planning agenda 

• Timeline for minutes (and SEP) 

• Calendar view of minutes timeline 

• Detailed spreadsheet for minutes (and SEP) 
process: names, dates, file names 
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Minutes of the Federal Open Market Committee 
September 12-13, 2012 

A meeting of the Federal Open Market Committee was 
held in the offices of the Board of Governors of the 
Federal Reserve System in Washington, D.C., on 
Wednesday, September 12, 2012, at 10:30 a.m. and 
continued on Thursday, September 13, 2012, at 
8:30 a.m. 

PRESENT: 
Ben Bernanke, Chairman 
William C. Dudley, Vice Chairman 
Elizabeth Duke 
Jeffrey M. Lacker 
Dennis P. Lockhart 
Sandra Pianalto 
Jerome H. Powell 
Sarah Bloom Raskin 
Jeremy C. Stein 
Daniel K Tarullo 
John C. Williams 
Janet L. Yellen 

James Bullard, Christine Cumming, Charles L. Evans, 
Esther L. George, and Eric Rosengren, Alternate 
Members of the Federal Open Market Committee 

Richard W. Fisher, Narayana Kocherlakota, and 
Charles I. Plosser, Presidents of the Federal Re­
serve Banks of Dallas, Minneapolis, and Philadel­
phia, respectively 

William B. English, Secretary and Economist 
Deborah J. Danker, Deputy Secretary 
Matthew M. Luecke, Assistant Secretary 
David W. Skidmore, Assistant Secretary 
Michelle A. Smith, Assistant Secretary 
Scott G. Alvarez, General Counsel 
Thomas C. Baxter~ Deputy General Counsel 
Steven B. Kamin, Economist 
David W. Wilcox, Economist 

David Altig, Thomas A. Connors, Michael P. Leahy, 
William Nelson, David Reifschneider, Glenn D. 
Rudebusch, William Wascher, and John A. Wein­
berg, Associate Economists 

Simon Potter, Manager, System Open Market Account 

Nellie Liang, Director, Office of Financial Stability Pol­
icy and Research, Board of Governors 

Jon W. Faust, Special Adviser to the Board, Office of 
Board Members, Board of Governors 

James A. Clouse, Deputy Director, Division of Mone­
tary Affairs, Board of Governors; Maryann F. 
Hunter, Deputy Director, Division of Banking Su­
pervision and Regulation, Board of Governors 

Andreas Lehnert, 1 Deputy Director, Office of Financial 
Stability Policy and Research, Board of Governors 

Linda Robertson, Assistant to the Board, Office of 
Board Members, Board of Governors 

Seth B. Carpenter, Senior Associate Director, Division 
of Monetary Affairs, Board of Governors 

Thomas Laubach, Senior Adviser, Division of Research 
and Statistics, Board of Governors; Ellen E. Meade 
and Joyce K Zickler, Senior Advisers, Division of 
Monetary Affairs, Board of Governors 

Brian J. Gross, 2 Special Assistant to the Board, Office 
of Board Members, Board of Governors 

Eric M. Engen, Michael G. Palumbo, and Wayne 
Passmore, Associate Directors, Division of Re­
search and Statistics, Board of Governors 

Fabio M. Natalucci, Deputy Associate Director, Divi­
sion of Monetary Affairs, Board of Governors 

Edward Nelson, Section Chief, Division of Monetary 
Affairs, Board of Governors 

Jeremy B. Rudd, Senior Economist, Division of Re­
search and Statistics, Board of Governors 

Kelly J. Dubbert, First Vice President, Federal Reserve 
Bank of Kansas City 

1 Attended Wednesday's session only. 
2 Attended Thursday's session only. 
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Loretta J. Mester, Harvey Rosenblwn, and Daniel G. 
Sullivan, Executive Vice Presidents, Federal Re­
serve Banks of Philadelphia, Dallas, and Chicago, 
respectively 

Cletus C. Coughlin, Troy Davig, Mark E. Schweitzer, 
and Kei-Mu Y~ Senior Vice Presidents, Federal 
Reserve Banks of St Louis, Kansas City, Cleve­
land, and Minneapolis, respectively 

Lorie K Logan, Jonathan P. McCarthy, Giovanni Oli­
ve~ and Nathaniel WuerffeL3 Vice Presidents, Fed­
eral Reserve Banks of New York, New York, Bos­
ton, and New York, respectively 

Michelle Ezer;' Markets Officer, Federal Reserve Bank 
of New York 

3 Attended after the discussion on potential effects of a large­
scale asset purchase program. 
4 Attended the discussion on potential effects of a large-scale 
asset purchase program. 

Potential Effects of a Large-Scale Asset Purchase 
Program . 
The staff presented an analysis of various aspects of 
possible large-scale asset purchase programs, including 
a comparison of flow-based purchase programs to pro­
grams of fixed size. The presentation reviewed the 
modeling approach used by the staff in estimating the 
financial and macroeconomic effects of such purchases. 
While significant uncertainty surrounds such estimates, 
the presentation indicated that asset purchases could be 
effective in fostering more rapid progress toward the 
Committee's objectives. The staff noted that, for a 
flow-based program, the public's understanding of the 
conditions under which the Committee would end pur­
chases would shape expectations of the magnitude of 
the Federal Reserve's holdings of longer-term securi­
ties, and thus also influence the financial and economic 
effects of such a program. The staff also discussed the 
potential implications of additional asset purchases for 
the evolution of the Federal Reserve's balance sheet 
and income. The presentation noted that significant 
additional asset purchases should not adversely affect 
the ability of the Committee to tighten the stance of 
policy when doing so becomes appropriate. In their 
discussion of the staff presentation, a few participants 
noted the uncertainty surrounding estimates of the ef­
fects of large-scale asset purchases or the need for addi-

tional work regarding the implications of such purchas­
es for the normalization of policy. 

Developments in Financial Markets and the Fed­
eral Reserve's Balance Sheet 
The Manager of the System Open Market Account 
(SOMA) reported on developments in domestic and 
foreign financial markets during the period since the 
Federal Open Market Committee (FOMC) met on 
July 31-August 1, 2012. He also reported on System 
open market operations, including the ongoing rein­
vestment into agency-guaranteed mortgage-backed se­
curities (MBS) of principal payments received on 
SOMA holdings of agency debt and agency-guaranteed 
MBS as well as the operations related to the maturity 
extension program authorized at the June 19-20, 2012, 
FOMC meeting. By unanimous vote, the Committee 
ratified the Desk's domestic transactions over the in­
termeeting period. There were no intervention opera­
tions in foreign currencies for the System's account 
over the intermeeting period. 

Staff Review of the Economic Situation 
The information reviewed at the September 12-13 
meeting suggested that economic activity continued to 
increase at a moderate pace in recent months. Em­
ployment rose slowly, and the unemployment rate was 
still high. Consumer price inflation stayed subdued, 
while measures of long-run inflation expectations re­
mained stable. 

Private nonfarm employment increased in July and Au­
gust at only a slightly faster pace than in the second 
quarter, and the rate of decline in government em­
ployment eased somewhat The unemployment rate 
was 8.1 percent in August, just a bit lower than its aver­
age during the first half of the year, and the labor force 
participation rate edged down further. The share of 
workers employed part time for economic reasons re­
mained large, and the rate of long-duration unemploy­
ment continued to be high. Indicators of job openings 
and firms' hiring plans were little changed, on balance, 
and initial claims for unemployment insurance were 
essentially flat over the intermeeting period. 

Manufacturing production increased at a faster pace in 
July than in the second quarter, and the rate of manu­
facturing capacity utilization rose slightly. However, 
automakers' schedules indicated that the pace of motor 
vehicle assemblies would be somewhat lower in the 
coming months than it was in July, and broader indica­
tors of manufacturing activity, such as the diffusion 
indexes of new orders from the national and regional 
manufacturing surveys, generally remained quite muted 
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in _rec~nt months at l~els consistent with only meager 
gains in factory output in the near term. 

Following a couple of months when real personal con­
~umption expe.nditures (PCE) were roughly flat, spend­
ing increased in July, and the gains were fairly wide­
spread across categories of consumer goods and servic­
es. Incoming data on factors that tend to support 
household spending were somewhat mixed. Real dis­
posable incomes increased solidly in July, boosted in 
part by lower energy prices. The continued rise in 
h~use val~es thro~gh July, and the increase in equity 
pnces dunng the mtermeeting period, suggested that 
households' net worth may have improved a little in 
recent months. However, consumer sentiment re­
mained more downbeat in August than earlier in the 
year. 

Housing market conditions continued to improve, but 
constructi~n ~ctivity was still at a low levei reflecting 
the restraint unposed by the substantial inventory of 
foreclosed and distressed properties and by tight credit 
standards for mortgage loans. Starts of new single­
fan~ily ho?1es declined in July, but permits increased, 
which pointed to further gains in single-family con­
s°:°ction in the coming months. Both starts and per­
~ts f~r new multifamily units rose in July. Home 
prices increased for the sixth consecutive month in 
July, and sales of both new and existing homes also 
rose. 

Real business expenditures on equipment and software 
appeared to be decelerating. Both nominal shipments 
and new orders for nondefense capital goods excluding 
aircraft declined in July, and the backlog of unfilled 
orders decreased. Other forward-looking indicators, 
such as downbeat readings from surveys of business 
conditions and capital spending plans, also pointed to­
ward only muted increases in real expenditures for 
business equipment in the near term. Nominal busi­
ness spending for new nonresidential construction de­
clined in July after only edging up in the second quar­
ter. Inventories in most industries looked to be rough­
ly aligned with sales in recent months. 

Real federal government purchases appeared to de­
crease ~ther, as data for nominal federal spending in 
July pointed to continued declines in real defense ex­
penditures. Real state and local government purchases 
also appeared to still be trending down. State and local 
government payrolls contracted in July and August, 
although at a somewhat slower rate than in the second 
quarter, and nominal construction spending by these 
governments decreased slightly in July. 

The U.S. international trade deficit was about un­
changed in July after narrowing significantly in June. 
~po~ declin~d in July, as decreases in the exports of 
mdustrial supplies, automotive products, and consumer 
go~ds were only partially offset by greater exports of 
agricultural products. Imports also declined in July, 
reflecting lower imports of capital goods and petroleum 
products and somewhat higher imports of automotive 
products. The trade da.ta for July pointed toward real 
net exports having a roughly neutral effect on the 
growth of U.S. real gross domestic product (GDP) in 
the third quarter after they made a positive contribu­
tion to the increase in real GDP in the second quarter. 

Overall U.S. consumer prices, as measured by the PCE 
price index, were flat in July. Consumer food prices 
were essentially unchanged, but the substantial increas­
es in spot and futures prices of farm commodities in 
recent months, reflecting the effects of the drought in 
the Midwest, pointed toward some temporary upward 
pressures on retail food prices later this year. Consum­
er energy prices declined slightly in July, but survey data 
indicated that retail gasoline prices rose in August 
Consumer prices excluding food and energy also were 
flat in July. Near-term inflation expectations from the 
Thomson Reuters/University of Michigan Surveys of 
Consumers increased somewhat in August, while long­
er-term inflation expectations in the survey edged up 
but re:111ained within the narrow range that they have 
~ccup1ed for many years. Long-run inflation e.xpecta­
aons from the Federal Reserve Bank of Philadelphia 
Survey of Professional Forecasters continued to be 
stable in the third quarter. 

Measures of labor compensation indicated that increas­
es in nominal wages remained modest The rise in 
compensation per hour in the nonfarm business sector 
was m~ted over the year ending in the second quarter, 
and with small gains in productivity, unit labor cos ts 
rose only slightly. The employment cost index in­
creased a little more slowly than the measure of com­
pensation per hour over the same period. More recent­
ly, the gains in average hourly earnings for all em­
ployees in July and August were small. 

Overall foreign economic growth appeared to be sub­
dued in the third quarter after slowing in the second 
quarter. In _the euro area,. policy develo,Pments contri­
buted to an unprovement tn financial conditions; recent 
indicators pointed to further decreases in production, 
however, and both business and consumer confidence 
contin:"1ed to decline. Indicators of activity in the 
emerging market economies generally weakened. In 
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China, export growth slowed, while retail sales and in­
vestment spending changed little. The rate of econom­
ic growth rose in Brazil but was still sluggish, and in­
creases in economic activity in Mexico were below the 
faster pace seen earlier in the year. Consistent with the 
slowing in foreign economic growth, readings on for­
eign inflation continued to moderate. 

Staff Review of the Financial Situation 
Sentiment in financial markets improved somewhat 
since the time of the August FOMC meeting. Inves­
tors' concerns about the situation in Europe seemed to 
ease somewhat, and market participants also appeared 
to have increased their expectations of additional mon­
etary policy accommodation. 

On balance, the nominal Treasury yield curve steep­
ened over the intermeeting period, with yields on long­
er-dated Treasury securities rising notably. Following 
the August FOMC statement, Treasury yields moved 
up, reportedly in part because investors had factored in 
some probability that the anticipated liftoff date for the 
federal funds rate in the forward-guidance language 
would be moved back at that meeting. Treasury yields 
subsequently rose further as concerns about the situa­
tion in the euro area moderated. Later in the period, 
Treasury yields retraced some of their earlier gains as 
market participants' expectations of additional policy 
action increased following the release of the minutes of 
the August FOMC meeting, the Chairman's speech at 
the economic symposium in Jackson Hole, and the 
weaker-than-expected August employment report On 
net, the expected path of the federal funds rate derived 
from overnight index swap rates was little changed. 
Indicators of inflation expectations derived from no­
minal and inflation-protected Treasury securities edged 
up over the period but stayed in the ranges observed 
over recent quarters. 

Conditions in unsecured short-term dollar funding 
markets remained stable over the intermeeting period. 
In secured funding markets, conditions were also little 
changed. 

In the September Senior Credit Officer Opinion Survey 
on Dealer Financing Terms, respondents reported no 
significant changes in credit terms for important classes 
of counterparties over the past three months, although 
a few noted a slight easing in terms for some clients. 
The use of leverage by hedge funds was reported to 
have remained basically unchanged. However, respon­
dents noted greater demand for funding of agency and 
non-agency residential MBS. 

Broad price indexes for U.S. equities rose moderately, 
on net, over the intermeeting period, prompted by gen­
erally better-than-expected readings on economic activ­
ity released early in the period, somewhat reduced con­
cerns about the situation in Europe, and some addi­
tional anticipation of monetary policy easing later in the 
period. Option-implied volatility on the S&P 500 index 
fell in early August to levels not seen since the middle 
of 2007; it subsequently partially retraced. Equity pric­
es for large domestic banks rose about in line with the 
broad equity price indexes, and credit default swap 
(CDS) spreads for the largest bank holding companies 
continued to move down. 

Yields on investment-grade corporate bonds were little 
changed at near-record low levels over the intermeeting 
period, while yields on speculative-grade corporate 
bonds edged down. The spread of yields on corporate 
bonds over those on comparable-maturity Treasury 
securities narrowed. Net debt issuance by nonfinancial 
firms continued to be strong over the period. Invest­
ment- and speculative-grade bond issuance increased in 
August from an already robust pace in preceding 
months, and commercial and industrial (C&I) loans 
rose further. In the syndicated leveraged loan market, 
gross issuance of institutional loans continued to be 
solid in July and August Issuance of collateralized loan 
obligations remained on pace to post its strongest year 
since 2007. The rate of gross public equity issuance by 
nonfinancial fmns increased slightly in August but was 
still at a subdued level. 

Financial conditions in the commercial real estate 
(CRE) market were still somewhat strained against a 
backdrop of weak fundamentals and tight underwriting 
standards. Nevertheless, issuance of commercial mort­
gage-backed securities continued at a solid pace over 
the intermeeting period. 

Mortgage rates remained at very low levels over the 
intermeeting period. Refinancing activity increased but 
was still restrained by tight underwriting conditions, 
capacity constraints at mortgage originators, and low 
levels of home equity. Nonrevolving consumer credit 
continued to expand briskly in June, largely due to ro­
bust growth in student loans originated by the federal 
government, while revolving credit remained subdued. 
Delinquency rates for consumer credit were still low, 
mostly reflecting a shift in lending toward higher­
credit-quality borrowers. 

Gross issuance of long-term municipal bonds picked 
up in August from the subdued pace in July, but net 
issuance continued to decµne. CDS spreads for debt 
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issued by state governments moved lower over the in­
termeeting period, and the ratio of yields on long-term 
general obligation municipal bonds to yields on com­
parable-maturity Treasury securities decreased, on bal­
ance. 

Bank credit continued to expand at a moderate pace 
over the intermeeting period, as growth in C&I loans 
remained brisk while CRE and home equity loans both 
trended down further. The August Survey of Terms of 
Business Lending indicated that overall interest-rate 
spreads on C&I loans were little changed; spreads on 
loans drawn on recently established commitments nar­
rowed materially, although they remained wide. 

M2 growth was rapid in July, likely reflecting investors' 
heightened demand for safe and liquid assets amid con­
cerns about the situation in Europe, but it slowed to a 
moderate pace in August as those concerns eased 
somewhat The monetary base rose in July and August 
as reserve balances and currency expanded. 

Sentiment improved in foreign financial markets as the 
European Central Bank (ECB) outlined a plan to make 
additional sovereign bond purchases in conjunction 
with the European Financial Stability Facility and the 
European Stability Mechanism. Spreads of shorter­
term yields on peripheral euro-area sovereign bonds 
over those on comparable-maturity German bunds 
declined substantially over the period. The staffs 
broad nominal index of the foreign exchange value of 
the dollar declined and benchmark sovereign yields in 
the major advanced foreign economies increased as 
safe-haven demands eased with the lessening of con­
cerns about the European situation. Most global 
benchmark indexes for equity prices moved up, and the 
equity prices of European banks rose sharply. Funding 
conditions for euro-area banks improved, although 
these conditions remained fragile, and draws on the 
Federal Reserve's liquidity swap facility with the ECB 
fell. 

The staff also reported on potential risks to financial 
stability, including those owing to the developments in 
Europe and to the current environment oflow interest 
rates. Although the support for economic activity pro­
vided by low interest rates enhances financial stability, 
low interest rates also could eventually contribute to 
excessive borrowing or risk-taking and possibly leave 
some aspects of the financial system vulnerable to a 
future rise in interest rates. The staff surveyed a wide 
range of asset markets and financial institutions for 
signs of excessive valuations, leverage, or risk-taking 
that could pose systemic risks. Valuations for broad 

asset classes did not appear stretched, or supported by 
excessive leverage. The staff also did not find evidence 
that excessive risk-taking was widespread, although 
such behavior had appeared in a few smaller and less 
liquid markets. 

Staff Economic Outlook 
In the economic projection prepared by tl1e staff for 
the September FOMC meeting, the forecast for real 
GDP growth in the near term was broadly similar, on 
balance, to the previous projection. The near-term 
forecast incorporated a larger negative effect of the 
drought on farm output in the second half of this year 
than the staff previously anticipated, but this effect was 
mostly offset by the staffs expectation of a smaller 
drag from net exports. The staffs medium-term pro­
jection for real GDP growth, which was conditioned 
on the assumption of no changes in monetary policy, 
was revised up a little, mostly reflecting a slight im­
provement in the outlook for the European situation 
and a somewhat higher projected path for equity prices. 
Nevertheless, with fiscal policy assumed to be tighter 
next year than this year, the staff expected that increas­
es in real GDP would not materially exceed the growth 
of potential output in 2013. In 2014, economic activity 
was projected to accelerate gradually, supported by an 
easing in fiscal policy restraint, increases in consumer 
and business confidence, further improvements in fi­
nancial conditions and credit availability, and accom­
modative monetary policy. The expansion in economic 
activity was expected to narrow the significant margin 
of slack in labor and product markets only slowly over 
the projection period, and the unemployment rate was 
anticipated to still be elevated at the end of 2014. 

The staffs near-term forecast for inflation was revised 
up from the projection prepared for the August FOMC 
meeting, reflecting increases in consumer energy prices 
that were greater than anticipated. However, the staffs 
projection for inflation over the medium term was little 
changed. With crude oil prices expected to gradually 
decline from their current levels, the boost to retail 
food prices from the drought anticipated to be only 
temporary and comparatively small, long-run inflation 
expectations assumed to remain stable, and substantial 
resource slack persisting over the projection period, the 
staff continued to forecast that inflation would be sub­
dued through 2014. 

The staff viewed the uncertainty around the forecast 
for economic activity as elevated and the risks skewed 
to the downside, largely reflecting concerns about the 
situation in Europe and the possibility of a more severe 
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tightening in U.S. fiscal policy than anticipated. Al­
though the staff saw the outlook for inflation as uncer­
tain, the risks were viewed as balanced and not un­
usually high. 

Participants' Views on Current Conditions and the 
Economic Outlook 
I~.conjunction with this FOMC meeting, meeting par­
t1c1pants-the 7 members of the Board of Governors 
and the presidents of the 12 Federal Reserve Banks, all 
of whom participate in the deliberations of the 
FOMC-submitted their assessments of real output 
growth, the unemployment rate, inflation, and the tar­
get federal funds rate for each year from 2012 through 
2015 and over the longer run, under each participants' 
judgme~t o.f appropriate monetary policy. The longer­
run pro1ect1ons represent each participant's assessment 
of the rate to which each variable would be expected to 
conv.erge, over time, under appropriate monetary policy 
and m the absence of further shocks to the economy. 
These economic projections and policy assessments are 
des~ri~ed in the Summary of Economic Projections, 
which is attached as an addendum to these minutes. 

In their discussion of the economic situation and out­
look, meeting participants regarded the information 
received during the intermeeting period as indicating 
that economic activity had continued to expand at a 
moderate pace in recent months. However recent 
gains in employment were small and the un~mploy­
?1~nt rate re~ed high. Although consumer spend­
~g had continued to advance, growth in business fixed 
investment appeared to have slowed. The housing sec­
tor showed some further signs of improvement, albeit 
from a depressed level. Consumer price inflation had 
been subdued despite recent increases in the prices of 
some key commodities, and longer-term inflation ex­
pectations had remained stable. 

Regarding the economic outlook, participants generally 
~greed tha~ the pace of the economic recovery would 
likely remain moderate over coming quarters but would 
pick up over the 2013-15 period. In the near term, the 
drou~ht in the Midwest was expected to weigh on eco­
nomic growth. Moreover, participants observed that 
the pace of economic recovery would likely continue to 
be held down for some time by persistent headwinds 
inclu~ continued weakness in the housing marke~ 
ongo~g household sector deleveraging, still-tight credit 
cond1t1ons for some households and businesses and 
fisc~ .consolidation at all levels of government. Many 
parttapants also noted that a high level of uncertainty 
regarding the European fiscal and banking crisis and 

the outlook for U.S. fiscal and regulatory policies was 
weighing on confidence, thereby restraining household 
and business spending. However, others questioned 
the role of uncertainty about policy as a factor con­
s~aining ~~egate demand. In addition, participants 
still saw sigruficant downside risks to the outlook for 
economic growth. Prominent among these risks were a 
possible intensification of strains in the euro zone, with 
potential spillovers to U.S. financial markets and insti­
tutions and thus to the broader U.S. economy; a larger­
than-expected U.S. fiscal tightening; and the possibility 
of a further slowdown in global economic growth. A 
few particip~nts, however, mentioned the possibility 
that economic growth could be more rapid than cur­
rently anticipated, particularly if major sources of un­
certainty were resolved favorably or if faster-than­
expected advances in the housing sector led to im­
provements in household balance sheets, increased 
confidence, and easier credit conditions. Participants' 
forecasts for economic activity, which in most cases 
were conditioned on an assumption of additiona~ near­
term monetary policy accommodation, were also asso­
ciated with an outlook for the unemployment rate to 
remain close to recent levels through 2012 and then to 
decline gradually toward levels judged to be consistent 
with the Committee's mandate. 

In the household sector, incoming data on retail sales 
were somewhat stronger than expected. Participants 
noted, however, that households were still in tl1e 
process of deleveraging, confidence was low, and con­
sumers appeared to remain particularly pessimistic 
about the prospects for the future, raising doubts that 
the somewhat stronger pace of spending would persist. 
Although the level of activity in the housing sector re­
mained low, the somewhat faster pace of home sales 
~nd construction provided some encouraging signs of 
unprovement A number of participants also observed 
that house prices were rising. It was noted that such 
increases, coupled with historically low mortgage rates, 
could lead to a stronger upturn in housing activity, al­
though constraints on the capacity for loan origination 
and still-tight credit terms for some borrowers contin­
ued to weigh on mortgage lending. 

Business contacts in many parts of the country were 
reported to be highly uncertain about the outlook for 
the economy and for fiscal and regulatory policies. 
Although ~s'. balance sheets were generally strong, 
~ese uncertamtte~ had led them to be particularly cau­
ttous and to remain reluctant to hire or expand capaci­
ty. Rep?rts on manufacturing activity were mixed, with 
productton related to autos and housing the most not-
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able areas of relative strength. In one District, business 
surveys pointed to further growth; however, readings 
on forward-looking indicators of orders around the 
country were less positive. In addition, business con­
tacts noted that export demand was showing signs of 
weakness as a result of the slowdown in economic ac­
tivity in Europe. The energy sector continued to ex­
pand. In the agricultural sector, high grain prices and 
crop insurance payments were supporting farm in­
comes, helping offset declines in production and re­
duced profits on livestock. The drought was expected 
to reduce farm inventories and have a transitory impact 
on broader measures of economic growth. 

Participants generally expected that fiscal policy would 
continue to be a drag on economic activity over com­
ing quarters. In addition to ongoing weakness in 
spending at the federal, state, and local government 
levels, uncertainties about tax and spending policies 
reportedly were restraining business decisionmaking. 
Participants also noted that if an agreement was not 
reached to tackle the expiring tax cuts and scheduled 
spending reductions, a .sharp consolidation of fiscal 
policy would take place at the beginning of 2013. 

The available indicators pointed to continued weakness 
in overall labor market conditions. Growth in em­
ployment had been disappointing, with the average 
monthly increases in payrolls so far this year below last 
year's pace and below the pace that would be required 
to make significant progress in reducing the unem­
ployment rate. The unemployment rate declined 
around the turn of the year but had not fallen signifi­
cantly since then. In addition, the labor force participa­
tion rate and employment-to-population ratios were at 
or near post-recession lows. 

Meeting participants again discussed the extent of slack 
in labor markets. A few participants reiterated their 
view that the persistently high level of unemployment 
reflected the effect of structural factors, including mis­
matches across and within sectors between the skills of 
the unemployed and those demanded in sectors in 
which jobs were currently available. It was also sug­
gested that there was an ongoing process of polariza­
tion in the labor market, with the share of job oppor­
tunities in middle-skill occupations continuing to de­
cline while the shares of low and high skill occupations 
increased. Both of these views would suggest a lower 
level of potential output and thus reduced scope for 
combating unemployment with additional monetary 
policy stimulus. Several participants, while acknowl­
edging some evidence of structural changes in the labor 

market, stated again that weak aggregate demand was 
the principal reason for the high unemployment rate. 
They saw slack in resource utilization as remaining 
wide, indicating an important role for additional policy 
accommodation. Several participants noted the risk 
that continued high levels of unemployment, even if 
initially cyclical, might ultimately induce adverse struc­
tural changes. In particular, they expressed concerns 
about the risk that the exceptionally high level of long­
term unemployment and the depressed level of labor 
participation could ultimately lead to permanent nega­
tive effects on the skills and prospects of those without 
jobs, thereby reducing the longer-run normal level of 
employment and potential output 

Sentiment in financial markets improved notably during 
the intermeeting period. Participants indicated that 
recent decisions by the ECB helped ease investors' an­
xiety about the near-term prospects for the euro. 
However, participants also observed that significant 
risks related to the euro-area banking and fiscal crisis 
remained, and that a number of important issues would 
have to be resolved in order to achieve further progress 
toward a comprehensive solution to the crisis. Partici­
pants noted that indicators of financial stress in the 
United States were not especially high and overall con­
ditions in U.S. financial markets remained favorable. 
Longer-term interest rates were low and supportive of 
economic growth, while equity prices had risen. One 
participant noted that, while there were few current 
signs of excessive risk-taking, low interest rates could 
ultimately lead to financial imbalances that would be 
challenging to detect before they became serious prob­
lems. 

The incoming information on inflation over the inter­
meeting period was largely in line with participants' 
expectations. Despite recent increases in the prices of 
some key commodities, consumer price inflation re­
mained subdued. With longer-term inflation expecta­
tions stable and the unemployment rate elevated, par­
ticipants generally anticipated that inflation over the 
medium run would likely run at or below the 2 percent 
rate that the Committee judges to be most consistent 
with its mandate. Most participants saw the risks to the 
outlook for inflation as roughly balanced. A few partic­
ipants felt that maintaining a highly accommodative 
stance of monetary policy over an extended period 
could unmoor longer-term inflation expectations and, 
against a backdrop of higher energy and commodity 
prices, posed upside risks to inflation. Other partici­
pants, by contrast, saw inflation risks as tilted to the 
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downside, given their expectations for sizable and per­
sistent resource slack. 

Participants again exchanged views on the likely bene­
fits and costs of a new large-scale asset purchase pro­
gram. Many participants anticipated that such a pro­
gram would provide support to the economic recovery 
by putting downward pressure on longer-term interest 
rates and promoting more accommodative financial 
conditions. A number of participants also indicated 
that it could lift consumer and business confidence by 
emphasizing the Committee's commitment to contin­
ued progress toward its dual mandate. In addition, it 
was noted that additional purchases could reinforce the 
Committee's forward guidance regarding the federal 
funds rate. Participants discussed the effectiveness of 
purchases of Treasury securities relative to purchases of 
agency MBS in easing financial conditions. Some par­
ticipants suggested that, all else being equal, MBS pur­
chases could be preferable because they would more 
directly support the housing sector, which remains 
weak but has shown some signs of improvement of 
late. One participant, however, objected that purchases 
of MBS, when compared to purchases of longer-term 
Treasury securities, would likely result in higher interest 
rates for many borrowers in other sectors. A number 
of participants highlighted the uncertainty about the 
overall effects of additional purchases on financial 
markets and the real economy. Some participants 
thought past purchases were useful because they were 
conducted during periods of market stress or height­
ened deflation risk and were less confident of the effi­
cacy of additional purchases under present circum­
stances. A few expressed skepticism that additional 
policy accommodation could help spur an economy 
that they saw as held back by uncertainties and a range 
of structural issues. In discussing the costs and risks 
that such a program might entail, several participants 
reiterated their concern that additional purchases might 
complicate the Committee's efforts to withdraw mone­
tary policy accommodation when it eventually became 
appropriate to do so, raising the risk of undesirably 
high inflation in the future and potentially unmooring 
inflation expectations. One participant noted that an 
extended period of accommodation resulting from ad­
ditional asset purchases could lead to excessive risk­
taking on the part of some investors and so undermine 
financial stability over time. The possible adverse ef­
fects of large purchases on market functioning were 
also noted. However, most participants thought these 
risks could be managed since the Committee could 
make adjustments to its purchases, as needed, in re-

sponse to economic developments or to changes in its 
assessment of their efficacy and costs. 

Participants also discussed issues related to the provi­
sion of forward guidance regarding the future path of 
the federal funds rate. It was noted that clear commu­
nication and credibility allow the central bank to help 
shape the public's expectations about policy, which is 
crucial to managing monetary policy when the federal 
funds rate is at its effective lower bound. A number of 
participants questioned the effectiveness of continuing 
to use a calendar date to provide forward guidance, 
noting that a change in the calendar date might be in­
terpreted pessimistically as a downgrade of the Com­
mittee's economic outlook rather than as conveying the 
Committee's determination to support the economic 
recovery. If the public interpreted the statement pes­
simistically, consumer and business confidence could 
fall rather than rise. Many participants indicated a pre­
ference for replacing the calendar date with language 
describing the economic factors that the Committee 
would consider in deciding to raise its target for the 
federal funds rate. Participants discussed the benefits 
of such an approach, including the potential for en­
hanced effectiveness of policy through greater clarity 
regarding the Committee's future behavior. That ap­
proach could also bolster the stimulus provided by the 
System's holdings of longer-term securities. It was 
noted that forward guidance along these lines would 
allow market expectations regarding the federal funds 
rate to adjust automatically in response to incoming 
data on the economy. Many participants thought that 
more-effective forward guidance could be provided by 
specifying numerical thresholds for labor market and 
inflation indicators that would be consistent with main­
taining the federal funds rate at exceptionally low levels. 
However, reaching agreement on specific thresholds 
could be challenging given the diversity of participants' 
views, and some were reluctant to specify explicit nu­
merical thresholds out of concern that such thresholds 
would necessarily be too simple to fully capture the 
complexities of the economy and the policy process or 
could be incorrectly interpreted as triggers prompting 
an automatic policy response. In addition, numerical 
thresholds could be confused with the Committee's 
longer-term objectives, and so undermine the Commit­
tee's credibility. At the conclusion of the discussion, 
most participants agreed that the use of numerical 
thresholds could be useful to provide more clarity 
about the conditionality of the forward guidance but 
thought that further work would be needed to address 
the related communications challenges. 
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Committee Policy Action 
Committee members saw the information received 
over the intenneeting period as suggesting that eco­
nomic activity had continued to expand at a moderate 
pace in recent months. However, growth in employ­
ment had been slow, and almost all members saw the 
unemployment rate as still elevated relative to levels 
that they viewed as consistent with the Committee's 
mandate. Members generally judged that without addi­
tional policy accommodation, economic growth might 
not be strong enough to generate sustained improve­
ment in labor market conditions. Moreover, while the 
sovereign and banking crisis in Europe had eased some 
recently, members still saw strains in global financial 
conditions as posing significant downside risks to the 
economic outlook. The possibility of a larger-than­
expected fiscal tightening in the United States and 
slower global growth w~e also seen as downside risks. 
Inflation had been subdued, even though the prices of 
some key commodities had increased recently. Mem­
bers generally continued to anticipate that, with longer­
term inflation expectations stable and given the existing 
slack in resource utilization, inflation over the medium 
term would run at or below the Committee's longer­
run objective of 2 percent. 

In their discussion of monetary policy for the period 
ahead, members generally expressed concerns about 
the slow pace of improvement in labor market condi­
tions and all members but one agreed that the outlook 
for economic activity and inflation called for additional 
monetary accommodation. Members agreed that such 
accommodation should be provided through both a 
strengthening of the forward guidance regarding the 
federal funds rate and purchases of additional agency 
MBS at a pace of $40 billion per month. Along with 
the ongoing purchases of $45 billion per month of 
longer-term Treasury securities under the maturity ex­
tension program announced in June, these purchases 
will increase the Committee's holdings of longer-term 
securities by about $85 billion each month through the 
end of the year, and should put downward pressure on 
longer-term interest rates, support mortgage markets, 
and help make broader financial conditions more ac­
commodative. Members also agreed to maintain the 
Committee's existing policy of reinvesting principal 
payments from its holdings of agency debt and agency 
MBS into agency MBS. The Committee agreed that it 
would closely monitor incoming information on eco­
nomic and financial developments in coming months, 
and that if the outlook for the labor market did not 
improve substantially, it would continue its purchases 

of agency MBS, undertake additional asset purchases, 
and employ its other policy tools as appropriate until 
such improvement is achieved in a context of price 
stability. This flexible approach was seen as allowing 
the Committee to tailor its policy response over time to 
incoming information while incorporating conditional 
features that clarified the Committee's intention to im­
prove labor market conditions, thereby enhancing the 
effectiveness of the action by helping to bolster busi­
ness and consumer confidence. While members gener­
ally viewed the potential risks associated with these 
purchases as manageable, the Committee agreed that in 
determining the size, pace, and composition of its asset 
purchases, it would, as always, take appropriate account 
of the likely efficacy and costs of such purchases. With 
regard to the forward guidance, the Committee agreed 
on an extension through mid-2015, in conjunction with 
language in the statement indicating that it expects that 
a highly accommodative stance of policy will remain 
appropriate for a considerable time after the economic 
recovery strengthens. That new language was meant to 
clarify that the maintenance of a very low federal funds 
rate over that period did not reflect an expectation that 
the economy would remain weak, but rather reflected 
the Committee's intention to support a stronger eco­
nomic recovery. One member dissented from the poli­
cy decision, on the grounds that he opposed additional 
asset purchases and preferred to omit the calendar date 
from the forward guidance; in his view, it would be 
better to use qualitative language to describe the factors 
that would influence the Committee's decision to in­
crease the target federal funds rate. 

At the conclusion of the discussion, the Committee 
voted to authorize and direct the Federal Reserve Bank 
of New York, until it was instructed otherwise, to ex­
ecute transactions in the System Account in accordance 
with the following domestic policy directive: 

''The Federal Open Market Committee seeks 
monetary and financial conditions that will 
foster price stability and promote sustainable 
growth in output. To further its long-run 
objectives, the Committee seeks conditions 
in reserve markets consistent with federal 
funds trading in a range from O to 1/4 percent. 
The Committee directs the Desk to continue 
the maturity extension program it announced 
in June to purchase Treasury securities with 
remaining maturities of 6 years to 30 years 
with a total face value of about $267 billion 
by the end of December 2012, and to sell or 
redeem Treasury securities with remaining 
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maturities of approximately 3 years or less 
with a total face value of about $267 billion. 
For the duration of this program, the Com­
mittee directs the Desk to suspend its policy 
of rolling over maturing Treasury securities 
into new issues. The Committee directs the 
Desk to maintain its existing policy of rein­
vesting principal payments on all agency debt 
and agency mortgage-backed securities in the 
System Open Market Account in agency 
mortgage-backed securities. The Desk is al­
so directed to begin purchasing agency mort­
gage-backed securities at a pace of about 
$40 billion per month. The Committee di­
rects the Desk to engage in dollar roll and 
coupon swap transactions as necessary to fa­
cilitate settlement of the Federal Reserve's 
agency MBS transactions. The System Open 
Market Account Manager and the Secretary 
will keep the Committee informed of ongo­
ing developments regarding the System's bal­
ance sheet that could affect the attainment 
over time of the Committee's objectives of 
maximum employment and price stability." 

The vote encompassed approval of the statement be­
low to be released at 12:30 p.m.: 

"Information received since the Federal 
Open Market Committee met in August sug­
gests that economic activity has continued to 
expand at a moderate pace in recent months. 
Growth in employment has been slow, and 
the unemployment rate remains elevated. 
Household spending has continued to ad­
vance, but growth .in business fixed invest­
ment appears to have slowed. The housing 
sector has shown some further signs of im­
provement, albeit from a depressed level. 
Inflation has been subdued, although the 
prices of some key commodities have in­
creased recently. Longer-term inflation ex­
pectations have remained stable. 

Consistent with its statutory mandate, the 
Committee seeks to foster maximum em­
ployment and price stability. The Committee 
is concerned that, without further policy ac­
commodation, economic growth might not 
be strong enough to generate sustained im­
provement in labor market conditions. Fur­
thermore, strains in global financial markets 
continue to pose significant downside risks 

to the economic outlook. The Committee 
also anticipates that inflation over the me­
dium term likely would run at or below its 
2 percent objective. 

To support a stronger economic recovery 
and to help ensure that inflation, over time, 
is at the rate most consistent with its dual 
mandate, the Committee agreed today to in­
crease policy accommodation by purchasing 
additional agency mortgage-backed securities 
at a pace of $40 billion per month. The 
Committee also will continue through the 
end of the year its program to extend the av­
erage maturity of its holdings of securities as 
announced in June, and it is maintaining its 
existing policy of reinvesting principal pay­
ments from its holdings of agency debt and 
agency mortgage-backed securities in agency 
mortgage-backed securities. These actions, 
which together will increase the Committee's 
holdings of longer-term securities by about 
$85 billion each month through the end of 
the year, should put downward pressure on 
longer-term interest rates, support mortgage 
markets, and help to make broader financial 
conditions more accommodative. 

The Committee will closely monitor incom­
ing information on economic and financial 
developments in coming months. If the out­
look for the labor market does not improve 
substantially, the Committee will continue its 
purchases of agency mortgage-backed securi­
ties, undertake additional asset purchases, 
and employ its other policy tools as appro­
priate until such improvement is achieved in 
a context of price stability. In determining 
the size, pace, and composition of its asset 
purchases, the Committee will, as always, 
take appropriate account of the likely efficacy 
and costs of such purchases. 

To support continued progress toward max­
imum employment and price stability, the 
Committee expects that a highly accommo­
dative stance of monetary policy will remain 
appropriate for a considerable time after the 
economic recovery strengthens. In particu­
lar, the Committee. also decided today to 
keep the target range for the federal funds 
rate at O to 1

/4 percent and currently antic­
ipates that exceptionally low levels for the 
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federal funds rate are likely to be warranted 
at least through mid-2015." 

Voting for this action: Ben Bernanke, William C. 
Dudley, Elizabeth Duke, Dennis P. Lockhart, Sandra 
Pianalto, Jerome H. Powell, Sarah Bloom Raskin, Jere­
my C. Stein, Daniel K Tarullo, John C. Williams, and 
Janet L. Yellen. 

Voting against this action: Jeffrey M. Lacker. 

Mr. Lacker dissented because he believed that addition­
al monetary stimulus at this time was unlikely to result 
in a discernible improvement in economic growth 
without also causing an unwanted increase in inflation. 
Moreover, he expressed ~ opposition to the purchase 
of more !\,IBS, because he viewed it as inappropriate for 
the Committee to choose a particular sector of the 
economy to support; purchases of Treasury securities 
instead would have avoided this effect. Finally, he pre­
ferred to omit the description of the time period over 
which exceptionally low levels for the federal funds rate 
were likely to be warranted. 

Consensus Forecast Experiment 
In light of the discussion at the previous FOMC meet­
ing, the subcommittee on communications developed a 
second experimental exercise intended to shed light on 

the feasibility and desirability of constructing an FOMC 
consensus forecast. At this meeting, participants dis­
cussed possible formulations of the monetary policy 
assumptions on which to condition an FOMC consen­
sus forecast and alternative approaches for participants 
to express their endorsement of the consensus forecast. 
In conclusion, participants agreed to have a broad dis­
cussion of the experiences gathered from the two ex­
perimental exercises in conjunction with the October 
FOMC meeting. 

It was agreed that the next meeting of the Committee 
would be held on Tuesday-Wednesday, October 23-
24, 2012. The meeting adjourned at 12:10 p.m. on Sep­
tember 13, 2012. 

Notation Vote 
By notation vote completed on August 21, 2012, the 
Committee unanimously approved the minutes of the 
FOMC meeting held on July 31-August 1, 2012. 

William B. English 
Secretary 
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Pa e 1 

Minutes of the Federal Open Market Committee 
September12-13,2012 

A meeting of the Federal Open Market Committee was 
held in the offices of the Board of Governors of the 
Federal Reserve System in Washington, D.C., on 
Wednesday, September 12, 2012, at 10:30 a.m. and 
continued on Thursday, September 13, 2012, at 
8:30 a.m. 

PRESENT: 
Ben Bernanke, Chairman 
William C. Dudley, Vice Chainnan 
Elizabeth Duke 
Jeffrey M. Lacker 
Dennis P. Lockhart 
Sandra Pianalto 
Jerome H. Powell 
Sarah Bloom Raskin 
Jeremy C. Stein 
Daniel K. Tarullo 
John C. Williams 
Janet L. Yellen 

James Bullard, Christine Cumming, Charles L. Evans, 
Esther L. George, and Eric Rosengren, Alternate 
Members of the Federal Open Market Committee 

Richard W. Fisher, Narayana Kocherlakota, and 
Charles I. Plosser, Presidents of the Federal Re­
serve Banks of Dallas, 1vlinneapolis, and Philadel­
phia, respectively 

William B. English, Secretary and Economist 
Deborah J. Danker, Deputy Secretary 
Matthew l\t Luecke, Assistant Secretary 
David W. Skidmore, Assistant Secretary 
Michelle .A. Smith, Assistant Secretary 
Scott G. Alvarez, General Counsel 
Thomas C. Baxter, Deputy General Counsel 
Steven B. Kamin, Economist 
David W. Wilcox, Economist 

David .Altig, Thomas A. Connors, Michael P. Leahy, 
William Nelson, David Reifschneider, Glenn D. 
Rudebusch, William Wascher, and John A. Wein­
berg, Associate Economists 

Simon Potter, Manager, System Open l\farket Account 

Nellie Liang, Director, Office of Financial Stability Pol­
icy and Research, Board of Governors 

Jon W. Faust, Special Adviser to the Board, Office of 
Board Members, Board of Governors 

James A. Clouse, Deputy Director, Division of Mone­
tary Affairs, Board of Governors; Maryann F. 
Hunter, Deputy Director, Division of Banking Su­
pervision and Regulation, Board of Governors 

Andreas Lehnert, 1 Deputy Director, Office of Financial 
Stability Policy and Research, Board of Governors 

Linda Robertson, Assistant to the Board, Office of 
Board Members, Board of Governors 

Seth B. Carpenter, Senior Associate Director, Division 
of l\fonetary Affairs, Board of Governors 

Thomas Laubach, Senior Adviser, Division of Research 
and Statistics, Board of Governors; Ellen E. Meade 
and Joyce K. Zickler, Senior Advisers, Division of 
Monetary Affairs, Board of Governors 

Brian J. Gross,2 Special Assistant to the Board, Office 
of Board Members, Board of Governors 

Eric M. Engen, Michael G. Palumbo, and Wayne 
Passmore, Associate Directors, Division of Re­
search and Statistics, Board of Governors 

Fabio M. Natalucci, Deputy Associate Director, Divi­
sion of Monetary Affairs, Board of Governors 

Edward Nelson, Section Chief, Division of Monetary 
.Affairs, Board of Governors 

Jeremy B. Rudd, Senior Economist, Division of Re­
search and Statistics, Board of Governors 

Kelly J. Dubbert, First Vice President, Federal Reserve 
Bank of Kansas City 

1 Attended Wednesday's session only. 
2 Attended Thursday's session only. 
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Loretta J. Mester, Harvey Rosenblum, and Daniel G. 
Sullivan, Executive Vice Presidents, Federal Re­
serve Banks of Philadelphia, Dallas, and Chicago, 
respectively 

Cletus C. Coughlin, Troy Davig, Mark E. Schweitzer, 
and Kei-Mu Yi, Senior Vice Presidents, Federal 
Reserve Banks of St. Louis, Kansas City, Cleve­
land, and Minneapolis, respectively 

Lorie K. Logan, Jonathan P. McCarthy, Giovanni Oli­
vei, and Nathaniel Wuerffel,3 Vice Presidents, Fed­
eral Reserve Banks of New York, New York, Bos­
ton, and New York, respectively 

i\fichelle Ezer;• Markets Officer, Federal Reserve Bank 
of New York 

3 Attended after the discussion on potential effects of a large­
scale asset purchase program. 
4 Attended the discussion on potential effects of a large-scale 
asset purchase program. 

Potential Effects of a Large-Scale Asset Purchase 
Program 
The staff presented an analysis of various aspects of 
possible large-scale asset purchase programs, including 
a comparison of flow-based purchase programs to pro­
grams of fixed size. The presentation reviewed the 
modeling approach used by the staff in estimating the 
financial and macroeconomic effects of such purchases. 
While significant uncertainty surrounds such estimates, 
the presentation indicated that asset purchases could be 
effective in fostering more rapid progress toward the 
Committee's objectives. The staff noted that, for a 
flow-based program, the public's understanding of the 
conditions under which the Committee would end pur­
chases would shape expectations of the magnitude of 
the Federal Reserve's holdings of longer-term securi­
ties, and thus also influence the financial and economic 
effects of such a program. The staff also discussed the 
potential implications of additional asset purchases for 
the evolution of the Federal Reserve's balance sheet 
and income. The presentation noted that significant 
additional asset purchases should not adversely affect 
the ability of the Committee to tighten the stance of 
policy when doing so becomes appropriate. In their 
discussion of the staff presentation, a few participants 
noted the uncertainty surrounding estimates of the ef­
fects of large-scale asset purchases or the need for addi-

tional work regarding the implications of such purchas­
es for the normalization of policy. 

Developments in Financial Markets and the Fed­
eral Reserve's Balance Sheet 
The Manager of the System Open Market .Account 
(SOfitL-\.) reported on developments in domestic and 
foreign financial markets during the period since the 
Federal Open Market Committee (FOMC) met on 
July 31-.August 1, 2012. He also reported on System 
open market operations, including the ongoing rein­
vestment into agency-guaranteed mortgage-backed se­
curities (IvIBS) of principal payments received on 
SOM.A holdings of agency debt and agency-guaranteed 
.MBS as well as the operations related to the maturity 
extension program authorized at the June 19-20, 2012, 
FO:MC meeting. By unanimous vote, the Committee 
ratified the Desk,s domestic transactions over the in­
termeeting period. There were no intervention opera­
tions in foreign currencies for the System's account 
over the intermeeting period. 

Staff Review of the Economic Situation 
The information reviewed at the September 12-13 
meeting suggested that economic activity continued to 
increase at a moderate pace in recent months. Em­
ployment rose slowly, and the unemployment rate was 
still high. Consumer price inflation stayed subdued, 
while measures of long-run inflation expectations re­
mained stable. 

Private nonfarm employment increased in July and .Au­
gust at only a slightly faster pace than in the second 
quarter, and the rate of decline in government em­
ployment eased somewhat. The unemployment rate 
was 8. 1 percent in August, just a bit lower than its a~er­
age during the first half of the year, and the labor force 
participation rate edged down further. The share of 
workers employed part time for economic reasons re­
mained large, and the rate of long-duration unemploy­
ment continued to be high. Indicators of job openings 
and firms' hiring plans were little changed, on balance, 
and initial claims for unemployment insurance were 
essentially flat over the intermeeting period. · 

Manufacturing production increased at a faster pace in 
July than in the second quarter, and the rate of manu­
facturing capacity utilization rose slightly. However, 
automakers' schedules indicated that the pace of motor 
vehicle assemblies would be somewhat lower in the 
coming months than it was in July, and broader indica­
tors of manufacturing activity, such as the diffusion 
indexes of new orders from the national and regional 
manufacturing surveys, generally remained quite muted 
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in _rec~nt months at levels consistent with only meager 
gains in factory output in the near term. 

Following a couple of months when real personal con­
~umption expe_nditures (PCE) were roughly flat, spend­
ing increased in July, and the gains were fairly wide­
spread across categories of consumer goods and servic­
es. Incoming data on factors that tend to support 
household spending were somewhat mixed. Real dis­
posable incomes increased solidly in July, boosted in 
part by lower energy prices. The continued rise in 
h~use val~es through July, and the increase in equity 
pnces dunng the intermeeting period, suggested that 
households' net worth may have improved a little in 
recent months. However, consumer sentiment re­
mained more downbeat in August than earlier in the 
year. 

Housing market conditions continued to improve, but 
constructi~n ~ctivity was still at a low level, reflecting 
the restraint tmposed by the substantial inventory of 
foreclosed and distressed properties and by tight credit 
stan~ards for mortgage loans. Starts of new single­
fa~ily ho?1es declined in July, but permits increased, 
which pointed to further gains in single-family con­
sti:uction in' the coming months. Both starts and per­
mits for new multifamily units rose in July. Home 
prices increased for the sixth consecutive month in 
July, and sales of both new and existing homes also 
rose. 

Real business expenditures on equipment and software 
appeared to be decelerating. Both nominal shipments 
and new orders for nondefense capital goods excluding 
aircraft declined in July, and the backlog of unfilled 
orders decreased. Other forward-looking indicators, 
such as downbeat readings from surveys of business 
conditions and capital spending plans, also pointed to­
ward only muted increases in real expenditures for 
business equipment in the near term. Nominal busi­
ness spending for new nonresidential construction de­
clined in July after only edging up in the second quar­
ter. Inventories in most industries looked to be rough­
ly aligned with sales in recent months. 

Real federal government purchases appeared to de­
crease ~rther, as data for nominal federal spending in 
July pointed to continued declines in real defense ex­
penditures. Real state and local government purchases 
also appeared to still be trending down. State and local 
government payrolls contracted in July and August, 
although at a somewhat slower rate than in the second 
quarter, and nominal construction spending by these 
governments decreased slightly in July. 

The U.S. international trade deficit was about un­
changed in July after narrowing significantly in June. 
~xport~ declin~d in July, as decreases in the exports of 
industnal supplies, automotive products, and consumer 
go~ds were only partially offset by greater exports of 
agncultural products. Imports also declined in July, 
reflecting lower imports of capital goods and petroleum 
products and somewhat higher imports of automotive 
products. The trade data for July pointed toward real 
net exports having a roughly neutral effect on the 
growth of U.S. real gross domestic product (GDP) in 
the third quarter after they made a positive contribu­
tion to the increase in real GDP in the second quarter. 

Overall U.S. consumer prices, as measured by the PCE 
price index, were flat in July. Consumer food prices 
were essentially unchanged, but the substantial increas­
es in spot and futures prices of farm commodities in 
recent months, reflecting the effects of the drought in 
the l\!Iidwest, pointed toward some temporary upward 
pressures on retail food prices later this year. Consum­
er energy prices declined slightly in July, but survey data 
indicated that retail gasoline prices rose in August. 
Consumer prices excluding food and energy also were 
flat in July. Near-term inflation expectations from the 
Thomson Reuters/University of Michigan Surveys of 
Consumers increased somewhat in August, while long­
er-term inflation expectations in the survey edged up 
but remained within the narrow range that they have 
~ccupied for many years. Long-run inflation expecta­
t10ns from the Federal Reserve Bank of Philadelphia 
Survey of Professional Forecasters continued to be 
stable in the third quarter. 

Measures of labor compensation indicated that increas­
es in nominal wages remained modest. The rise in 
compensation per hour in the nonfarm business sector 
was muted over the year ending in the second quarter, 
and with small gains in productivity, unit labor costs 
rose only slightly. The employment cost index in­
creased a little more slowly than the measure of com­
pensation per hour over the same period. l\fore recent­
ly, the gains in average hourly earnings for all em­
ployees in July and August were small. 

Overall foreign economic growth appeared to be sub­
dued in the third quarter after slowing in the second 
quarter. In the euro area, policy developments contri­
buted to an improvement in financial conditions; recent 
indicators pointed to further decreases in production, 
however, and both business and consumer confidence 
continued to decline. Indicators of activity in the 
emerging market economies generally weakened. In 
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China, export growth slowed, while retail sales and in­
vestment spending changed little. The rate of econom­
ic growth rose in Brazil but was still sluggish, and in­
creases in economic activity in Mexico were below the 
faster pace seen earlier in the year. Consistent with the 
slowing in foreign economic growth, readings on for­
eign inflation continued to moderate. 

Staff Review of the Financial Situation 
Sentiment in financial markets imprqved somewhat 
since the time of the August FOMC meeting. Inves­
tors' concerns about the situation in Europe seemed to 
ease somewhat, and market participants also appeared 
to have increased their expectations of additional mon­
etary policy accommodation. 

On balance, the nominal Treasury yield curve steep­
ened over the intermeeting period, with yields on long­
er-dated Treasury securities rising notably. Following 
the August FOMC statement, Treasury yields moved 
up, reportedly in part because investors had factored in 
some probability that the anticipated liftoff date for the 
federal funds rate in the forward-guidance language 
would be moved back at that meeting. Treasury yields 
subsequently rose further as concerns about the situa­
tion in the euro area moderated. Later in the period, 
Treasury yields retraced some of their earlier gains as 
market participants' expectations of additional policy 
action increased following the release of the minutes of 
the August FOMC meeting, the Chairman's speech at 
the economic symposium in Jackson Hole, and the 
weaker-than-expected August employment report. On 
net, the expected path of the federal funds rate derived 
from overnight index swap rates was little changed. 
Indicators of inflation expectations derived from no­
minal and inflation-protected Treasury securities edged 
up over the period but stayed in the ranges observed 
over recent quarters. 

Conditions in unsecured short-term dollar funding 
markets remained stable over the intermeeting period. 
In secured funding markets, conditions were also little 
changed. 

In the September Senior Credit Officer Opinion Survey 
on Dealer Financing Terms, respondents reported no 
significant changes in credit terms for important classes 
of counterparties over the past three months, although 
a few noted a slight easing in terms for some clients. 
The use of leverage by hedge funds was reported to 
have remained basically unchanged. However, respon­
dents noted greater demand for funding of agency and 
non-agency residential .MBS. 

Broad price indexes for U.S. equities rose moderately, 
on net, over the intermeeting period, prompted by gen­
erally better-than-expected readings on economic activ­
ity released early in the period, somewhat reduced con­
cerns about the situation in Europe, and some addi­
tional anticipation of monetary policy easing later in the 
period. Option-implied volatility on the S&P 500 index 
fell in early August to levels not seen since the middle 
of 2007; it subsequently partially retraced. Equity pric­
es for large domestic banks rose about in line with the 
broad equity price indexes, and credit default swap 
(CDS) spreads for the largest bank holding companies 
continued to move down. 

Yields on investment-grade corporate bonds were little 
changed at near-record low levels over the intermeeting 
period, while yields on speculative-grade corporate 
bonds edged down. The spread of yields on corporate 
bonds over those on comparable-maturity Treasury 
securities narrowed. Net debt issuance by nonfinancial 
firms continued to be strong over the period. Invest­
ment- and speculative-grade bond issuance increased in 
August from an already robust pace in preceding 
months, and commercial and industrial (C&I) loans 
rose further. In the syndicated leveraged loan market, 
gross issuance of institutional loans continued to be 
solid in July and August. Issuance of collateralized loan 
obligations remained on pace to post its strongest year 
since 2007. The rate of gross public equity issuance by 
nonfinancial firms increased slightly in August but was 
still at a subdued level. 

Financial conditions in the commercial real estate 
(CRE) market were still somewhat strained against a 
backdrop of weak fundamentals and tight underwriting 
standards. Nevertheless, issuance of commercial mort­
gage-backed securities continued at a solid pace over 
the intermeeting period. 

Mortgage rates remained at very low levels over the 
intermeeting period. Refinancing activity increased but 
was still restrained by tight underwriting conditions, 
capacity constraints at mortgage originators, and low 
levels of home equity. Nonrevolving consumer credit 
continued to expand briskly in June, largely due to ro­
bust growtl1 in student loans originated by the federal 
government, while revolving credit remained subdued. 
Delinquency rates for consumer credit were still low, 
mostly reflecting a shift in lending toward higher­
credit-quality borrowers. 

Gross issuance of long-term municipal bonds picked 
up in August from the subdued pace in July, but net 
issuance continued to decline. CDS spreads for debt 
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issued by state governments moved lower over the in­
tenneeting period, and the ratio of yields on long-tenn 
general obligation municipal bonds to yields on com­
parable-maturity Treasury securities decreased, on bal­
ance. 

Bank credit continued to expand at a moderate pace 
over the intenneeting period, as growth in C&I loans 
remained brisk while CRE and home equity loans both 
trended down further. The .August Survey of Terms of 
Business Lending indicated that overall interest-rate 
spreads on C&I loans were little changed; spreads on 
loans drawn on recently established commitments nar­
rowed materially, although they remained wide. 

M2 growth was rapid in July, likely reflecting investors' 
heightened demand for safe and liquid assets amid con­
cerns about the situation in Europe, but it slowed to a 
moderate pace in ..August as those concerns eased 
somewhat. The monetary base rose in July and ..August 
as reserve balances and currency expanded. 

Sentiment improved in foreign financial markets as the 
European Central Bank (ECB) outlined a plan to make 
additional sovereign bond purchases in conjunction 
with the European Financial Stability Facility and the 
European Stability Mechanism. Spreads of shorter­
term yields on peripheral euro-area sovereign bonds 
over those on comparable-maturity German bunds 
declined substantially over the period. The staff's 
broad nominal index of the foreign exchange value of 
the dollar declined and benchmark sovereign yields in 
the major advanced foreign economies increased as 
safe-haven demands eased with the lessening of con­
cerns about the European situation. Most global 
benchmark indexes for equity prices moved up, and the 
equity prices of European banks rose sharply. Funding 
conditions for euro-area banks improved, although 
these conditions remained fragile, and draws on the 
Federal Reserve's liquidity swap facility with the ECB 
fell. 

The staff ·also reported on potential risks to financial 
stability, including those owing to the developments in 
Europe and to the current environment of low interest 
rates . ..Although the support for economic activity pro­
vided by low interest rates enhances financial stability, 
low interest rates also could eventually contribute to 
excessive borrowing or risk-taking and possibly leave 
some aspects of the financial system vulnerable to a 
future rise in interest rates. The staff surveyed a wide 
range of asset markets and fmancial institutions for 
signs of excessive valuations, leverage, or risk-taking 
that could pose systemic risks. Valuations for broad 

asset classes did not appear stretched, or supported by 
excessive leverage. The staff also did not fmd evidence 
that excessive risk-taking was widespread, although 
such behavior had appeared in a few smaller and less 
liquid markets. 

Staff Economic Outlook 
In the economic projection prepared by the staff for 
the September FOMC meeting, the forecast for real 
GDP growth in the near term was broadly similar, on 
balance, to the previous projection. The near-tenn 
forecast incorporated a larger negative effect of the 
drought on farm output in the second half of this year 
than the staff previously anticipated, but this effect was 
mostly offset by the staff's expectation of a smaller 
drag from net exports. The staff's medium-term pro­
jection for real GDP growth, which was conditioned 
on the assumption of no changes in monetary policy, 
was revised up a little, mostly reflecting a slight im­
provement in the outlook for the European situation 
and a somewhat higher projected path for equity prices. 
Nevertheless, with fiscal policy assumed to be tighter 
next year than this year, the staff expected that increas­
es in real GDP would not materially exceed the growth 
of potential output in 2013. In 2014, economic activity 
was projected to accelerate gradually, supported by an 
easing in fiscal policy restraint, increases in consumer 
and business confidence, further improvements in fi­
nancial conditions and credit availability, and accom­
modative monetary policy. The expansion in economic 
activity was expected to narrow the significant margin 
of slack in labor and product markets only slowly over 
the projection period, and the unemployment rate was 
anticipated to still be elevated at the end of 2014. 

The staff's near-term forecast for inflation was revised 
up from the projection prepared for the ..August FOMC 
meeting, reflecting increases in consumer energy prices 
that were greater than anticipated. However, the staff's 
projection for inflation over the medium term was little 
changed. With crude oil prices expected to gradually 
decline from their current levels, the boost to retail 
food prices from the drought anticipated to be only 
temporary and comparatively small, long-run inflation 
expectations assumed to remain stable, and substantial 
resource slack persisting over the projection period, the 
staff continued to forecast that inflation would be sub­
dued through 2014. 

The staff viewed the uncertainty around the forecast 
for economic activity as elevated and the risks skewed 
to the downside, largely reflecting concerns about the 
situation in Europe and the possibility of a more severe 
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tightening in U.S. fiscal policy than anticipated. Al­
though the staff saw the outlook for inflation as uncer­
tain, the risks were viewed as balanced and not un­
usually high. 

Participants' Views on Current Conditions and the 
Economic Outlook 
I~. conjunction with this FOMC meeting, meeting par­
ttc1pants-the 7 members of the Board of Governors 
and the presidents of the 12 Federal Reserve Banks, all 
of whom participate in the deliberations of the 
F0?\1C-submitted their assessments of real output 
growth, the unemployment rate, inflation, and the tar­
get federal funds rate for each year from 2012 through 
~015 and over the longer run, under each participants' 
1udgme~t o.f appropriate monetary policy. The longer­
run pro1ect1ons represent each participant's assessment 
of the rate to which each variable would be expected to 
con~erge, over time, under appropriate monetary policy 
and in the absence of further shocks to the economy. 
These economic projections and policy assessments are 
des.cri~ed in the Summary of Economic Projections, 
which 1s attached as an addendum to these minutes. 

In their discussion of the economic situation and out­
look, meeting participants regarded the information 
received during the intermeeting period as indicating 
that economic activity had continued to expand at a 
moderate pace in recent months. However recent 
gains in employment were small and the un~mploy­
~ent rate re~ained high. Although consumer spend­
ing had continued to advance, growth in business fixed 
investment appeared to have slowed. The housing sec­
tor showed some further signs of improvement, albeit 
from a depressed level. Consumer price inflation had 
been subdued despite recent increases in the prices of 
some key commodities, and longer-term inflation ex­
pectations had remained stable. 

Regarding the economic outlook, participants generally 
agreed that the pace of the economic recovery would 
likely remain moderate over coming quarters but would 
pick up over the 2013-15 period. In the near term, the 
drought in the Midwest was expected to weigh on eco­
nomic growth. Moreover, participants observed that 
the pace of economic recovery would likely continue to 
?e hel~ down for some time by persistent headwinds, 
inclu~mg continued weakness in the housing market, 
ongoing household sector deleveraging, still-tight credit 
conditions for some households and businesses, and 
fisc~l .consolidation at all levels of government. Many 
participants also noted that a high level of uncertainty 
regarding the European fiscal and banking crisis and 

the outlook for U.S. fiscal and regulatory policies was 
weighing on confidence, thereby restraining household 
and business spending. However, others questioned 
the role of uncertainty about policy as a factor con­
straining aggregate demand. In addition, participants 
still saw significant downside risks to the outlook for 
economic growth. Prominent among these risks were a 
possible intensification of strains in the euro zone, with 
potential spillovers to U.S. fmancial markets and insti­
tutions and thus to the broader U.S. economy; a larger­
than-expected U.S. fiscal tightening; and the possibility 
of a further slowdown in global economic growth. A 
few participants, however, mentioned the possibility 
that economic growth could be more rapid than cur­
rently anticipated, particularly if major sources of un­
certainty were resolved favorably or if faster-than­
expected advances in the housing sector led to im­
provements in household balance sheets, increased 
confidence, and easier credit conditions. Participants' 
forecasts for economic activity, which in most cases 
were conditioned on an assumption of additional, near­
term monetary policy accommodation, were also asso­
ciated with an outlook for the unemployment rate to 
remain close to recent levels through 2012 and then to 
decline gradually toward levels judged to be consistent 
with the Committee's mandate. 

In the household sector, incoming data on retail sales 
were somewhat stronger than expected. Participants 
noted, however, that households were still in the 
process of deleveraging, confidence was low, and con­
sumers appeared to remain particularly pessimistic 
about the prospects for the future, raising doubts that 
the somewhat stronger pace of spending would persist. 
Although the level of activity in the housing sector re­
mained low, the somewhat faster pace of home sales 
~nd construction provided some encouraging signs of 
llnprovement. A number of participants also observed 
that house prices were rising. It was noted that such 
increases, coupled with historically low mortgage rates, 
could lead to a stronger upturn in housing activity, al­
though constraints on the capacity for loan origination 
and still-tight credit terms for some borrowers contin­
ued to weigh on mortgage lending. 

Business contacts in many parts of the country were 
reported to be highly uncertain about the outlook for 
the economy and for fiscal and regulatory policies. 
.Although firms' balance sheets were generally strong, 
these uncertainties had led them to be particularly cau­
tious and to remain reluctant to hire or expand capaci­
ty. Reports on manufacturing activity were mixed, \vith 
production related to autos and housing the most not-
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able areas of relative strength. In one District, business 
surveys pointed to further growth; however, readings 
on forward-looking indicators of orders around the 
country were less positive. In addition, business con­
tacts noted that export demand was showing signs of 
weakness as a result of the slowdown in economic ac­
tivity in Europe. The energy sector continued to ex­
pand. In the agricultural sector, high grain prices and 
crop insurance payments were supporting farm in­
comes, helping offset declines in production and re­
duced profits on livestock. The drought was expected 
to reduce farm inventories and have a transitory impact 
on broader measures of economic growth. 

Participants generally expected that fiscal policy would 
continue to be a drag on economic activity over com­
ing quarters. In addition to ongoing weakness in 
spending at the federal, state, and local government 
levels, uncertainties about tax and spending policies 
reportedly were restraining business decisionmaking. 
Participants also noted that if an agreement was not 
reached to tackle the expiring tax cuts and scheduled 
spending reductions, a sharp consolidation of fiscal 
policy would take place at the beginning of 2013. 

The available indicators pointed to continued weakness 
in overall labor market conditions. Growth in em­
ployment had been disappointing, with the average 
monthly increases in payrolls so far this year below last 
year's pace and below the pace that would be required 
to make significant progress in reducing the unem­
ployment rate. The unemployment rate declined 
around the tum of the year but had not fallen signifi­
cantly since then. In addition, the labor force participa­
tion rate and employment-to-population ratios were at 
or near post-recession lows. 

Meeting participants again discussed the extent of slack 
in labor markets. .A few participants reiterated their 
view that the persistently high level of unemployment 
reflected the effect of structural factors, including mis­
matches across and within sectors between the skills of 
the unemployed and those demanded in sectors in 
which jobs were currently available. It was also sug­
gested that there was an ongoing process of polariza­
tion in the labor market, with the share of job oppor­
tunities in middle-skill occupations continuing to de­
cline while the shares of low and high skill occupations 
increased. Both of these views would suggest a lower 
level of potential output and thus reduced scope for 
combating unemployment with additional monetary 
policy stimulus. Several participants, while acknowl­
edging some evidence of structural changes in the labor 

market, stated again that weak aggregate demand was 
the principal reason for the high unemployment rate. 
They saw slack in resource utilization as remaining 
wide, indicating an important role for additional policy 
accommodation. Several participants noted the risk 
that continued high levels of unemployment, even if 
initially cyclica~ might ultimately induce adverse struc­
tural changes. In particular, they expressed concerns 
about the risk that the exceptionally high level of long­
term unemployment and the depressed level of labor 
participation could ultimately lead to permanent nega­
tive effects on the skills and prospects of those without 
jobs, thereby reducing the longer-run normal level of 
employment and potential output. 

Sentiment in financial markets improved notably during 
the intermeeting period. Participants indicated that 
recent decisions by the ECB helped ease investors' an­
xiety about the near-term prospects for the euro. 
However, participants also observed that significant 
risks related to the euro-area banking and fiscal crisis 
remained, and that a number of important issues would 
have to be resolved in order to achieve further progress 
toward a comprehensive solution to the crisis. Partici­
pants noted that indicators of fuiancial stress in the 
United States were not e~ecially high and overall con­
ditions in U.S. financial markets remained favorable. 
Longer-term interest rates were low and supportive of 
economic growth, while equity prices had risen. One 
participant noted that, while there were few current 
signs of excessive risk-taking, low interest rates could 
ultiinately lead to financial imbalances that would be 
challenging to detect before they became serious prob­
lems. 

The incoming information on inflation over the inter­
meeting period was largely in line with participants' 
expectations. Despite recent increases in the prices of 
some key . commodities, consumer price inflation re­
mained subdued. With longer-term inflation expecta­
tions stable and the unemployment rate elevated, par­
ticipants generally anticipated that inflation over the 
medium run would likely run at or below the 2 percent 
rate that the Committee judges to be most consistent 
with its mandate. Most participants saw the risks to the 
outlook for inflation as roughly balanced. .A few partic­
ipants felt that maintaining a highly accommodative 
stance of monetary policy over an extended period 
could unmoor longer-term inflation expectations and, 
against a backdrop of higher energy and commodity 
prices, posed upside risks to inflation. Other partici­
pants, by contrast, saw inflation risks as tilted to the 
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downside, given their expectations for sizable and per­
sistent resource slack. 

Participants again exchanged views on the likely bene­
fits and costs of a new large-scale asset purchase pro­
gram. Many participants anticipated that such a pro­
gram would provide support to the economic recovery 
by putting downward pressure on longer-term interest 
rates and promoting more accommodative fmancial 
conditions. A number of participants also indicated 
that it could lift consumer and business confidence by 
emphasizing the Committee's commitment to contin­
ued progress toward its dual mandate. In addition, it 
was noted that additional purchases could reinforce the 
Committee's forward guidance regarding the federal 
funds rate. Participants discussed the effectiveness of 
purchases of Treasury securities relative to purchases of 
agency MBS in easing financial conditions. Some par­
ticipants suggested that, all else being equal, MBS pur­
chases could be preferable because they would more 
directly support the housing sector, which remains 
weak but has shown some signs of improvement of 
late. One participant, however, objected that purchases 
of MBS, when compared to purchases of longer-term 
Treasury securities, would likely result in higher interest 
rates for many borrowers in other sectors. A number 
of participants highlighted the uncertainty about the 
overall effects of additional purchases on fmancial 
markets and the real economy. Some participants 
thought past purchases were useful because they were 
conducted during periods of market stress or height­
ened deflation risk and were less confident of the effi­
cacy of additional purchases under present circum­
stances. A few expressed skepticism that additional 
policy accommodation could help spur an economy 
that they saw as held back by uncertainties and a range 
of structural issues. In discussing the costs and risks 
that such a program might entail, several participants 
reiterated their concern that additional purchases might 
complicate the Committee's efforts to withdraw mone­
tary policy accommodation when it eventually became 
appropriate to do so, raising the risk of undesirably 
high inflation in the future and potentially unmooring 
inflation expectations. One participant noted that an 
extended period of accommodation resulting from ad­
ditional asset purchases could lead to excessive risk­
taking on the part of some investors and so undermine 
financial stability over time. The possible adverse ef­
fects of large purchases on market functioning were 
also noted. However, most participants thought these 
risks could be managed since the Committee could 
make .adjustments to its purchases, as needed, in re-

sponse to economic developments or to changes in its 
assessment of their efficacy and costs. 

Participants also discussed issues related to the provi­
sion of forward guidance regarding the future path of 
the federal funds rate. It was noted that clear commu­
nication and credibility allow the central bank to help 
shape the public's expectations about policy, which is 
crucial to managing monetary policy when the federal 
funds rate is at its effective lower bound. A number of 
participants questioned the effectiveness of continuing 
to use a calendar date to provide forward guidance, 
noting that a change in the calendar date might be in­
terpreted pessimistically as a downgrade of the Com­
mittee's economic outlook rather than as conveying the 
Committee's determination to support the economic 
recovery. If the public interpreted the statement pes­
simistically, consumer and business confidence could 
fall rather than rise. Many participants indicated a pre­
ference for replacing the calendar date with language 
describing the economic factors that the Committee 
would consider in deciding to raise its target for the 
federal funds rate. Participants discussed the benefits 
of such an approach, including the potential for en­
hanced effectiveness of policy through greater clarity 
regarding the Committee's future behavior. That ap­
proach could also bolster the stimulus provided by the 
System's holdings of longer-term securities. It was 
noted that forward guidance along these lines would 
allow market expectations regarding the federal funds 
rate to adjust automatically in response to incoming 
data on the economy. Many participants thought that 
more-effective forward guidance could be provided by 
specifying numerical thresholds for labor market and 
inflation indicators that would be consistent with main­
taining the federal funds rate at exceptionally low levels. 
However, reaching agreement on specific thresholds 
could be challenging given the diversity of participants' 
views, and some were reluctant to specify explicit nu­
merical thresholds out of concern that such thresholds 
would necessarily be too simple to fully capture the 
complexities of the economy and the policy process or 
could be incorrectly interpreted as triggers prompting 
an automatic policy response. In addition, numerical 
thresholds could be confused \vith the Committee's 
longer-term objectives, and so undermine the Commit­
tee's credibility. At the conclusion of the discussion, 
most participants agreed that the use of numerical 
thresholds could be useful to provide more clarity 
about the conditionality of the forward guidance but 
thought that further work would be needed to address 
the related communications challenges. 
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Committee Policy Action 
Committee members saw the information received 
over the intermeeting period as suggesting that eco­
nomic activity had continued to expand at a moderate 
pace in recent months. However, growth in employ­
ment had been slow, and almost all members saw the 
unemployment rate as still elevated relative to levels 
that they viewed as consistent with the Committee's 
mandate. Members generally judged that without addi­
tional policy accommodation, economic growth might 
not be strong enough to generate sustained improve­
ment in labor market conditions. Moreover, while the 
sovereign and banking crisis in Europe had eased some 
recently, members still saw strains in global financial 
conditions as posing significant downside risks to the 
economic outlook. The possibility of a larger-than­
expected fiscal tightening in the United States and 
slower global growth were also seen as downside risks. 
Inflation had been subdued, even though the prices of 
some key commodities had increased recently. .Mem­
bers generally continued to anticipate that, with longer­
term inflation expectations stable and given the existing 
slack in resource utilization, inflation over the medium 
term would run at or below the Committee's longer­
run objective of 2 percent. 

In their discussion of monetary policy for the period 
ahead, members generally expressed concerns about 
the slow pace of improvement in labor market condi­
tions and all members but one agreed that the outlook 
for economic activity and inflation called for additional 
monetary accommodation. Members agreed that such 
accommodation should be provided through both a 
strengthening of the forward guidance regarding the 
federal funds rate and purchases of additional agency 
I\IBS at a pace of $40 billion per month. Along with 
the ongoing purchases of $45 billion per month of 
longer-term Treasury securities under the maturity ex­
tension program announced in June, these purchases 
will increase the Committee's holdings of longer-term 
securities by about $85 billion each month through the 
end of the year, and should put downward pressure on 
longer-term interest rates, support mortgage markets, 
and help make broader financial conditions more ac­
commodative. Members also agreed to maintain the 
Committee's existing policy of reinvesting principal 
payments from its holdings of agency debt and agency 
I\IBS into agency MBS. The Committee agreed that it 
would closely monitor incoming information on eco­
nomic and financial developments in coming months, 
and that if the outlook for the labor market did not 
improve substantially, it would continue its purchases 

of agency MBS, undertake additional asset purchases, 
and employ its other policy tools as appropriate until 
such improvement is achieved in a context of price 
stability. This flexible approach was seen as allowing 
the Committee to tailor its policy response over time to 
incoming information while incorporating conditional 
features that clarified the Committee's intention to im­
prove labor market conditions, thereby enhancing the 
effectiveness of the action by helping to bolster busi­
ness and consumer confidence. While members gener­
ally viewed the potential risks associated with these 
purchases as manageable, the Committee agreed that in 
determining the size, pace, and composition of its asset 
purchases, it would, as always, take appropriate account 
of the likely efficacy and costs of such purchases. With 
regard to the forward guidance, the Committee agreed 
on an extension through mid-2015, in conjunction with 
language in the statement indicating that it expects that 
a highly accommodative stance of policy \vill remain 
appropriate for a considerable time after the economic 
recovery strengthens. That new language was meant to 
clarify that the maintenance of a very low federal funds 
rate over that period did not reflect an expectation that 
the economy would remain weak, but rather reflected 
the Committee's intention to support a stronger eco­
nomic recovery. One member dissented from the poli­
cy decision, on the grounds that he opposed additional 
asset purchases and preferred to omit the calendar date 
from the forward guidance; in his view, it would be 
better to use qualitative language to describe the factors 
that would influence the Committee's decision to in­
crease the target federal funds rate. 

At the conclusion of the discussion, the Committee 
voted to authorize and direct the Federal Reserve Bank 
of New York, until it was instructed otherwise, to ex­
ecute transactions in the System Account in accordance 
with the following domestic policy directive: 

"The Federal Open Market Committee seeks 
monetary and financial conditions that will 
foster price stability and promote sustainable 
growth in output. To further its long-run 
objectives, the Committee seeks conditions 
in reserve markets consistent with federal 
funds trading in a range from 0 to % percent. 
The Committee directs the Desk to continue 
the maturity extension program it announced 
in June to purchase Treasury securities with 
remaining maturities of 6 years to 30 years 
with a total face value of about $267 billion 
by the end of December 2012, and to sell or 
redeem Treasury securities \vith remaining 
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maturities of approximately 3 years or less 
with a total face value of about $267 billion. 
For the duration of this program, the Com­
mittee directs the Desk to suspend its policy 
of rolling over maturing Treasury securities 
into new issues. The Committee directs the 
Desk to maintain its existing policy of rein­
vesting principal payments on all agency debt 
and agency mortgage-backed securities in the 
System Open Market Account in agency 
mortgage-backed securities. The Desk is al­
so directed to begin purchasing agency mort­
gage-backed securities at a pace of about 
$40 billion per month. The Committee di­
rects the Desk to engage in dollar roll and 
coupon swap transactions as necessary to fa­
cilitate settlement of the Federal Reserve's 
agency l\iIBS transactions. The System Open 
Market Account Manager and the Secretary 
will keep the Committee informed of ongo­
ing developments regarding the System's bal­
ance sheet that could affect the attainment 
over time of the Committee's objectives of 
maximum employment and price stability." 

The vote encompassed approval of the statement be­
low to be released at 12:30 p.m.: 

"Information received since the Federal 
Open Market Committee met in August sug­
gests that economic activity has continued to 
expand at a moderate pace in recent months. 
Growth in employment has been slow, and 
the unemployment rate remains elevated. 
Household spending has continued to ad­
vance, but growth in business fixed invest­
ment appears to have slowed. The housing 
sector has shown some further signs of im­
provement, albeit from a depressed level. 
Inflation has been subdued, although the 
prices of some key commodities have in­
creased recently. Longer-term inflation ex­
pectations have remained stable. 

Consistent with its statutory mandate, the 
Committee seeks to foster maximum em­
ployment and price stability. The Committee 
is concerned that, without further policy ac­
commodation, economic growth might not 
be strong enough to generate sustained im­
provement in labor market conditions. Fur­
thermore, strains in global financial markets 
continue to pose significant downside risks 

to the economic outlook. The Committee 
also anticipates that inflation over the me­
dium term likely would run at or below its 
2 percent objective. 

To support a stronger economic recovery 
and to help ensure that inflation, over time, 
is at the rate most consistent with its dual 
mandate, the Committee agreed today to in­
crease policy accommodation by purchasing 
additional agency mortgage-backed securities 
at a pace of $40 billion per month. The 
Committee also will continue through the 
end of the year its program to extend the av­
erage maturity of its holdings of securities as 
announced in June, and it is maintaining its 
existing policy of reinvesting principal pay­
ments from its holdings of agency debt and 
agency mortgage-backed securities in agency 
mortgage-backed securities. These actions, 
which together will increase the Committee's 
holdings of longer-term securities by about 
$85 billion each month through the end of 
the year, should put downward pressure on 
longer-term interest rates, support mortgage 
markets, and help to make broader financial 
conditions more accommodative. 

The Committee will closely monitor incom­
ing information on economic and financial 
developments in coming months. If the out­
look for the labor market does not improve 
substantially, the Committee will continue its 
purchases of agency mortgage-backed securi­
ties, undertake additional asset purchases, 
and employ its other policy tools as appro­
priate until such improvement is achieved in 
a context of price stability. In determining 
the size, pace, and composition of its asset 
purchases, the Committee will, as always, 
take appropriate account of the likely efficacy 
and costs of such purchases. 

To support continued progress toward max­
imum employment and price stability, the 
Committee expects that a highly accommo­
dative stance of monetary policy will remain 
appropriate for a considerable time after the 
economic recovery strengthens. In particu­
lar, the Committee also decided today to 
keep the target range for the federal funds 
rate at 0 to 1

/4 percent and currently antic­
ipates that exceptionally low levels for the 
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federal funds rate are likely to be warranted 
at least through mid-2015." 

Voting for this action: Ben Bernanke, William C. 
Dudley, Elizabeth Duke, Dennis P. Lockhart, Sandra 
Pianalto, Jerome H. Powell, Sarah Bloom Raskin, Jere­
my C. Stein, Daniel K. Tarullo, John C. Williams, and 
Janet L. Yellen. 

Voting against this action: Jeffrey M. Lacker. 

Mr. Lacker dissented because he believed that addition­
al monetary stimulus at this time was unlikely to result 
in a discernible improvement in economic growth 
without also causing an unwanted increase in inflation. 
Moreover, he expressed his opposition to the purchase 
of more MBS, because he viewed it as inappropriate for 
the Committee to choose a particular sector of the 
economy to support; purchases of Treasury securities 
instead would have avoided this effect. Finally, he pre­
ferred to omit the description of the time period over 
which exceptionally low levels for the federal funds rate 
were likely to be warranted. 

Consensus Forecast Experiment 
In light of the discussion at the previous FOMC meet­
ing, the subcommittee on communications developed a 
second experimental exercise intended to shed light on 

th~ feasibility and desirability of constructing an FOMC 
consensus forecast. .At this meeting, participants dis­
cussed possible formulations of the monetary policy 
assumptions on which to condition an FOMC consen­
sus forecast and alternative approaches for participants 
to express their endorsement of the consensus forecast. 
In conclusion, participants agreed to have a broad dis­
cussion of the experiences gathered from the two ex­
perimental exercises in conjunction with the October 
FOMC meeting. 

It was agreed that the next meeting of the Committee 
would be held on Tuesday-Wednesday, October 23-
24, 2012. The meeting adjourned at 12:10 p.m. on Sep­
tember 13, 2012. 

Notation Vote 
By notation vote completed on August 21, 2012, the 
Committee unanimously approved the minutes of the 
FOMC meeting held on July 31-.August 1, 2012. 

William B. English 
Secretary 
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Summary of Economic Projections 

In conjunction with the September 12-13, 2012, Fed­
eral Open Market Committee (FOMC) meeting, meet­
ing participants-the 7 members of the Board of Gov­
ernors and the 12 presidents of the Federal Reserve 
Banks, all of whom participate in the deliberations of 
the FOMC-submitted their assessments, under each 
participant's judgment of appropriate monetary policy, 
of real output growth, the unemployment rate, infla­
tion, and the target federal funds rate for each year 
from 2012 through 2015 and over the longer run. 
These assessments were based on information available 
at the time of the meeting and participants' individual 
assumptions about the factors likely to affect economic 
outcomes. The longer-run projections represent each 
participant's judgment of the rate to which each varia­
ble would be expected to converge, over time, under 
appropriate monetary policy and in the absence of fur­
ther shocks to the economy. ".Appropriate monetary 
policy" is defined as the future path of policy that par­
ticipants deem most likely to foster outcomes for eco­
nomic activity and inflation that best satisfy their indi­
vidual interpretations of the Federal Reserve's objec­
tives of maximum employment and stable prices. 

Overall, the assessments that FOMC participants sub­
mitted in September indicated that, under appropriate 
monetary policy, the pace of economic recovery over 
the 2012-15 period would gradually pick up and infla­
tion would remain subdued (table 1 and figure 1 ). Par-

ticipants judged that the growth rate of real gross do­
mestic product (GDP) would increase somewhat in 
2013 and that economic growth in 2014 and 2015 
would modestly exceed participants' estimates of the 
longer-run sustainable rate of growth, while the unem­
ployment rate would decline gradually through 2015. 
Participants projected that inflation, as measured by the 
annual change in the price index for personal consump­
tion expenditures (PCE), would run close to or below 
the FOMC's longer-run inflation objective of 2 percent. 

.As shown in figure 2, most participants judged that 
highly accommodative monetary policy was likely to be 
warranted over the next few years. In particular, 
13 participants thought that it would be appropriate for 
the first increase in the target federal funds rate to oc­
cur during 2015 or later. The majority of participants 
judged that appropriate monetary policy would involve 
a decision by the Committee, at the September meeting 
or before long, to undertake significant additional asset 
purchases. 

.As in June, participants in September judged the uncer­
tainty associated with the outlook for real activity and 
the unemployment rate to be unusually high compared 
with historical norms, with the risks weighted mainly 
toward slower economic growth and a higher unem­
ployment rate. While a number of participants viewed 
the uncertainty surrounding their projections for infla­
tion to be unusually high in comparison with historical 

Table 1. Economic projections of Federal Reserve Board members and Federal Reserve Bank presidents, September 2012 

Percent 

Variable 
Central tendency• Rangc2 

2012 I 2013 I 2014 I 2015 I Longer run 2012 I 2013 I 2014 I 2015 I Longer run 

Change in real GDP .. 1.7 to 2.0 2.5 to 3.0 3.0 to 3.8 3.0 to 3.8 2.3 to 2.5 1.6 to 2.0 2.3 to 3.5 2.7 to 4.1 2.5 to 4.2 2.2 to 3.0 
June projection ... 1.9 to 2.4 2.2 to 2.8 3.0 to 3.5 n.a. 2.3 to 2.5 1.6 to 2.5 2.2 to 3.5 2.8 to 4.0 n.a. 2.2 to 3.0 

Unemployment rate .. 8.0 to 8.2 7.6 to 7.9 6.7 to 7.3 6.0 to 6.8 5.2 to 6.0 8.0 to 8.3 7.0 to 8.0 6.3 to 7.5 5.7 to 6.9 5.0 to 6.3 
June projection ... 8.0 to 8.2 7.5 to 8.0 7.0 to 7.7 n.a. 5.2 to 6.0 7.8 to 8.4 7.0 to 8.1 6.3 to 7.7 n.a. 4.9 to 6.3 

PCE inflation ........ 1.7 to 1.8 1.6 to 2.0 1.6 to 2.0 1.8to2.0 2.0 1.5 to 1.9 1.5 to 2.1 1.6to2.2 1.8 to 2.3 2.0 
June projection ... 1.2 to 1.7 1.5 to 2.0 1.5 to 2.0 n.a. 2.0 1.2 to 2.0 1.5to2.1 1.5 to 2.2 n.a. 2.0 

Core PCE inflationJ .. 1.7 to 1.9 1.7 to 2.0 1.8 to 2.0 1.9 to 2.0 1.6 to 2.0 
I 

1.6 to 2.0 1.6 to 2.2 1.8 to 2.3 
June projection .... 1.7 to 2.0 1.6 to 2.0 1.6 to 2.0 n.a. I 1.7 to 2.0 1.4 to 2.1 1.5 to 2.2 n.a. 

I 

Non~: Projections of change in real gross domestic product (GDP) and projections for both measures of inflation arc from the fourth quarter of the pre­
\'ious year to the fourth quarter of the year indicated. PCE inflation and core PCE inflation arc the percentage rates of change in, respecti\'cly, the price index for 
personal consumption expenditures (PCE) and the price index for PCE excluding food and energy. Projections for the unemployment rate arc for the average 
civilian unemployment rate in the fourth quarter of the year indicated. Each participant's projections arc based on his or her assessment of appropriate monetary 
policy. Longer-run projections represent each participant's assessment of the rate to which each variable would be expected to converge under appropriate 
monetary policy and in the ab11cnce of further shocks to the economy. The June projections were made in conjunction with the meeting of the Federal Open 
Market Committee on June 19-20, 2012. 

1. The central tendency excludes the three highest and three lowest projections for each variable in each year. 
2. The ranbrc for a \'ariablc in a gi\'cn year includes all participants' projections, from lowest to highest, for that variable in that year. 
3. Lonbrcr-run projections for core PCE inflation arc not collected. 
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Figure 1. Central tendencies and ranges of economic projections, 2012-15 and over the longer run 
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Figure 2. Overview of FOl\IC parLicipanls' assessments of a ppropriate monetary policy, September 2012 
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norms, many judged it to be broadly similar to histori­
cal norms, and most considered the risks to inflation to 
be roughly balanced. 

The Outlook for Economic Activity 
Conditional on their individual assumptions about ap­
propriate monetary policy, participants judged that the 
economy would grow at a moderate pace over coming 
quarters and then pick up somewhat in 2013 before 
expanding in 2014 and 2015 at a rate modestly above 
what participants saw as the longer-run rate of output 
growth. The central tendency of their projections for 
the change in real GDP in 2012 was 1.7 to 2.0 percent, 
somewhat lower than in June. Many participants cha­
racterized the incoming data as having been to the 
weak side of their expectations at the time of the June 
meeting; several participants also cited the severe 
drought as a factor causing them to mark down their 
projections for economic growth in 2012. However, 
participants' projections for 2013 and 2014 were gener­
ally slightly higher than in June; this reflected, in part, a 
greater assumed amount of monetary policy accommo­
dation than in their June submissions as well as some 
improvement since then in the outlook for economic 
activity in Europe. The central tendency of partici­
pants' projections for real GDP growth in 2013 was 2.5 
to 3.0 percent, followed by central tendencies for both 
2014 and 2015 of 3.0 to 3.8 percent. The central ten­
dency for the longer-run rate of increase of real GDP 
remained at 2.3 to 2.5 percent, unchanged from June. 
While most participants noted that the increased degree 
of monetary policy accommodation assumed in their 
projections would help promote a faster recovery, par­
ticipants cited several headwinds that would be likely to 
hold back the pace of economic expansion over the 
forecast period, including slower growth abroad, a still­
weak housing market, the difficult fiscal and financial 
situation in Europe, and fiscal restraint in the United 
States. 

Participants projected the unemployment rate at the 
end of 2012 to remain close to recent levels, with a cen­
tral tendency of 8.0 to 8.2 percent, the same as in their 
June submissions. Participants anticipated gradual im­
provement from 2013 through 2015; even so, they gen­
erally thought that the unemployment rate at the end of 
2015 would still lie well above their individual estimates 
of its longer-run normal level. The central tendencies 
of participants' forecasts for the unemployment rate 
were 7.6 to 7.9 percent at the end of 2013, 6.7 to 
7 .3 percent at the end of 2014, and 6.0 to 6.8 percent at 
the end of 2015. The central tendency of participants' 
estimates of the longer-run normal rate of unemploy-

ment that would prevail under the assumption of ap­
propriate monetary policy and in the absence of further 
shocks to the economy was 5.2 to 6.0 percent, un­
changed from June. Most participants projected that 
the gap between the cur.rent unemployment rate and 
their estimates of its longer-run normal rate would be 
closed in five or six years, while a few judged that less 
time would be needed. 

Figures 3.A and 3.B provide details on the diversity of 
participants' views regarding the likely outcomes for 
real GDP growth and the unemployment rate over the 
next three years and over the longer run. The disper­
sion in these projections reflects differences in partici­
pants' assessments of many factors, including appropri­
ate monetary policy and its effects on the economy, the 
rate of improvement in the housing sector, the spillover 
effects of the fiscal and financial situation in Europe, 
the prospective path for U.S. fiscal policy, the extent of 
structural dislocations in the labor market, the likely 
evolution of credit and financial market conditions, and 
longer-term trends in productivity and the labor force. 
With much of the data for the first eight months of 
2012 now in hand, the dispersion of participants' pro­
jections of real GDP growth and the unemployment 
rate this year narrowed in September compared with 
June. The range of participants' forecasts for the 
change in real GDP in 2013 and 2014, however, was 
little changed from June, on balance. The distribution 
of projections for the unemployment rate was not 
much altered for 2013, while for 2014 it narrowed a bit 
and shifted down slightly. The range for the unem­
ployment rate for 2015 was 5. 7 to 6. 9 percent. As in 
June, the dispersion of estimates for the longer-run rate 
of output growth was fairly narrow, \vith the values 
being mostly from 2.2 to 2.7 percent. The range of 
participants' estimates of the longer-run rate of unem­
ployment was 5.0 to 6.3 percent, a similar range to that 
in June; this range reflected different judgments among 
participants about several factors, including the outlook 
for labor force participation and the structure of the 
labor market. 

The Outlook for Inflation 
Participants' views on the broad outlook for inflation 
under the assumption of appropriate monetary policy 
were little changed from June. For 2012 as a whole, 
most anticipated that overall inflation would be only 
slightly above its average annual rate of 1.6 percent 
over the first half of the year; a number of participants 
pointed to higher food prices in response to the 
drought, along with recent increases in oil prices, as 
temporary sources of upward pressure on the headline 
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Figure 3.A. Distribu tion of participants' projections for the change in real GDP, 2012-15 and over t he longer run 
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F'igurc 3.B. Distribution of participa nts' projections for the unemployment rate, 2012-15 a nd over the longer run 
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rate. Almost all participants judged that both headline 
and core inflation would remain subdued over the 
2013-15 period, running at rates at or below the 
FOMC's longer-run objective of 2 percent. In pointing 
t? .factors .likely. to restrain price pressures, several par­
ticipants cited sizable resource slack and stable inflation 
expectations, while a few noted the subdued behavior 
of labor compensation. Specifically, the central ten­
dency of participants' projections for inflation, as 
measured by the PCE price index, moved up and tight­
ened to 1.7 to 1.8 percent for 2012 and was little 
changed for 2013 and 2014 at 1.6 to 2.0 percent. For 
2015, the central tendency was 1.8 to 2.0 percent. The 
central tendencies of the forecasts for core inflation 
were broadly similar to those for the headline measure 
for 2013 through 2015. 

Figures 3.C and 3.D provide information about the 
diversity of participants' views about the outlook for 
inflation. Participants' projections for headline infla­
tion for 2012, which in June had ranged from 1.2 to 
2 percent, narrowed in September to the range of 1.5 to 
1:9 percent; about three-fourths of participants' projec­
ti~ns took values of 1.7 to 1.8 percent, broadly in line 
with recent inflation readings. The distributions of 
participants' projections for headline inflation in 2013 
and 2014 were very similar to those for June, while the 
range of projections for core inflation narrowed slightly 
for both years. The distributions for core and overall 
inflation in 2015 were concentrated near the Commit­
tee's longer-run inflation objective of 2 percent. 

Appropriate Monetary Policy 
.As ind.icated in figure 2, most participants judged that 
exceptionally low levels of the federal funds rate would 
remain ap~r~priate for several more years. In particu­
lar, 12 participants thought that the first increase in the 
target federal funds rate would not be warranted until 
20.15, and 1 viewed a start to finning in 2016 as appro­
pnate (upper panel). The 12 participants who expected 
that the target federal funds rate would not move 
above its effective lower bound until 2015 thought the 
federal funds rate would be 1.6 percent or lower at the 
end of that year, while the one participant who ex­
pected that policy finning would commence in 2016 
saw the funds rate target at 75 basis points at the end of 
that year. Six participants judged that policy finning in 
2012, 2013, or 2014 would be consistent with the 
~ommittee's statutory mandate. Those participants 
Judged that the appropriate value for the federal funds 
rate would range from 1 V2 to 3 percent at the end of 
2014 and from 2V2 to 41/2 percent at the end of 2015. 
In total, 14 participants judged that appropriate mane-

tary policy called for a more-accommodative path for 
the federal funds rate than in their June submissions 
involving either a lower target for the federal funds rat~ 
at t~e end of the initial year of policy firming, or a shift 
out in the first year of finning. 

All participants reported levels for the appropriate tar­
get federal funds rate at the end of 2014 that were well 
below their estimates of the level expected to prevail in 
the longer run, and most saw the appropriate target 
federal funds rate as still well below its longer-run value 
at the end of 2015. Estimates of the longer-run target 
~ederal funds rate ranged from 3 to 41/2 percent, reflect-
111g the Committee's inflation objective of 2 percent 
and participants' judgments about the longer-run equi­
librium level of the real federal funds rate. 

Participants also provided qualitative information on 
their views regarding the appropriate path of the Fed­
eral Reserve's balance sheet. Eleven participants indi­
cated that appropriate policy would involve a decision 
by the Committee, at the September meeting or soon 
thereafter, to undertake significant additional asset pur­
chas~~· Several participants envisioned this program as 
e.ntailing purchases of agency mortgage-backed securi­
ties. .Alm~st all participants assumed that, at the ap­
propna.te ~e, the Committee would carry out the 
normalization of the balance sheet according to the 
principles approved at the June 2011 FOMC meeting. 
In general, participants linked their preferred start dates 
for the normalization process to their views for the 
appropriate timing of the first increase in the target 
federal funds rate . 

The key factors informing participants' individual as­
sessments of the appropriate setting for monetary poli­
cy included their judgments regarding labor market 
conditions that would be consistent with the maximum 
level of employment, the extent to which employment 
currently deviated from the maximum level of em­
ployment, the extent to which inflation deviated from 
the Committee's longer-term objective of 2 percent, 
and participants' projections of the likely time horizon 
necessary to return employment and inflation to 
mandate-consistent levels. Several participants noted 
that their assessments of appropriate monetary policy 
reflected the subpar pace of labor market improvement 
a~d the persistent shortfall of output from potential 
s111ce the 2007-09 recession. A few participants noted 
~hat their. settings of appropriate federal funds rate pol­
icy took mto account unusual factors prevailing in re­
cent years, such as the likelihood that the neutral level 
of the federal funds rate was somewhat below its his-
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Figure 3.C. Distribution of participants' projections for PCE i11flatiu11, 2012- 15 and over t he longer run 
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Figure 3.D. Distribution of partic ipa nts' projections for core P CE inflatio11, 20 12-15 
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torical nonn and the fact that policy rate setting had 
been constrained by the effective lower bound on nom­
inal interest rates. Two participants expressed concern 
that a protracted period of very accommodative mone­
tary policy could lead to imbalances in the financial 
system. Participants also noted that because the ap­
propriate stance of monetary policy is conditional on 
the evolution of real activity and inflation over time, 
their assessments of the appropriate future path of the 
federal funds rate and the balance sheet could change if 
economic conditions were to evolve in an unexpected 
manner. 

Figure 3.E details the distribution of participants' 
judgments regarding the appropriate level of the target 
federal funds rate at the end of each calendar year from 
2012 to 2015 and over the longer run. ..As previously 
noted, most participants judged that economic condi­
tions would warrant maintaining the current low level 
of the federal funds rate through the end of 2014. 
Views on the appropriate level of the federal funds rate 
at the end of 2015 were more widely dispersed, with 
10 participants seeing the appropriate level of the fed­
eral funds rate as 1 percent or lower and 6 of them see­
ing the appropriate rate as 2112 percent or higher. 
Those who judged that a longer period of very accom­
modative monetary policy would be appropriate gener­
ally were participants who projected a sizable gap be­
tween the unemployment rate and the longer-run nor­
mal level of the unemployment rate until 2015 or later. 
In contrast, the 6 participants who judged that policy 
finning should begin in 2012, 2013, or 2014 indicated 
that the Committee would need to act relatively soon in 
order to keep inflation near the FOl\IC's longer-run 
objective of 2 percent and to prevent a rise in inflation 
expectations. 

Uncertainty and Risks 
Nearly all participants judged that their current level of 
uncertainty about real GDP growth and unemployment 
was higher than was the nonn during the previous 
20 years (figure 4). • Eight participants judged the level 
of uncertainty associated with their forecasts of total 
PCE inflation to be higher as well, while another 
10 participants viewed uncertainty about inflation as 

1 Table 2 provides estimates of the forecast uncertainty for 
the change in real GDP, the unemployment rate, and total 
consumer price inflation over the period from 1991 to 2011. 
.At the end of this summary, the box "Forecast Uncertainty'' 
discusses the sources and interpretation of uncertainty in the 
economic forecasts and explains the approach used to assess 
the uncertainty and risks attending the participants' projec­
tions. 

Table 2. Average historical projection error ranges 
Percent oints 

Variable 2012 2013 2014 2015 

Change in real GDPI ..... ±0.6 ±1.4 ±1.7 ±1.7 

Unemployment ratel ..... ±0.2 ±0.9 ±1.5 ±1.9 

Total consumer prices:? .... ±0.5 ±0.9 ±1.1 ±1.0 

Non~: Error ranges shown arc measured as plus or minus the 
root mean squared error of projections for 1992 through 2011 that 
were released in the fall by various private and go\'emment forecas­
ters. As described in the box "Forecast Uncertainty," under certain 
assumptions, there is about a 70 percent probability that actual out­
comes for real GDP, unemployment, and consumer prices will be in 
ranges implied by the a\'eragc size of projection errors made in the 
past. Further information may be found in Da,•id Reifschneider and 
Peter Tulip (2007), "Gauging the Uncertainty of the Economic Out­
look from Historical Forecasting Errors," Finance and Economics 
Discussion Series 2007-60 (Washington: Board of Go\'emors of the 
Federal Reserve System, November). 

1. Definitions of \'ariablcs are in the general note to table 1. 
2. Measure is the o\·erall consumer price index, the price meas­

ure that has been most widely used in go\'ernment and pri\'ate eco­
nomic forecasts. Projection is percent change, fourth quarter of the 
pre,·ious year to the fourth quarter of the year indicated. 

broadly similar to historical norms. The main factors 
cited as contributing to the elevated uncertainty about 
economic outcomes were the ongoing fiscal and finan­
cial situation in Europe, the outlook for fiscal policy in 
the United States, and a general slowdown in global 
economic growth, including the possibility of a signifi­
cant slowdown in China. .As in June, participants noted 
the difficulties associated with forecasting the path of 
the U.S. economic recovery following a financial crisis 
and recession that differed markedly from recent his­
torical experience. .A number of participants com­
mented that in the aftermath of the financial crisis, they 
were more uncertain about the level of potential output 
and its rate of growth. .A couple of participants noted 
that some of the uncertainty about potential output 
arose from the risk that continuation of long-tenn un­
employment might impair the skill level of the labor 
force or cause some workers to retire earlier than 
would othenvise have been the case, thereby reducing 
potential output in the medium tenn. 

.A majority of participants reported that they saw the 
risks to their forecasts of real GDP growth as weighted 
toward the downside and, accordingly, the risks to their 
projections of the unemployment rate as tilted to the 
upside. The most frequently identified sources of risk 
were the situation in Europe, which many participants 
thought had the potential to slow global economic ac­
tivity further, particularly over the near term, and issues 
associated with fiscal policy in the United States. 

Most participants continued to judge the risks to their 
projections for inflation as broadly balanced, with sev­
eral highlighting the recent stability of inflation expecta-
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Figure 3.E. Distribut ion of participants' projections for the target federal funds rate, 2012- 15 and over the longer run 
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Figure 4. Uncerta inty and risks in economic projections 
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tions. However, four participants saw the risks to infla­
tion as tilted to the downside, with a couple of them 
noting that slack in resource markets could tum out to 
be greater than they were anticipating. Three partici­
pants saw the risks to inflation as weighted to the up 

side in light of concerns about U.S. fiscal imbalances, 
the current highly accommodative stance of monetary 
policy, and uncertainty about the Committee's ability to 
shift to a less accommodative policy stance when it 
becomes appropriate to do so. 
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Forecast Uncertainty 

The economic projections provided by 
the members of the Board of Governors and 
the presidents of the Federal Reserve Banks 
inform discussions of monetary policy among 
policymakers and can aid public understand­
ing of the basis for policy actions. Consider­
able uncertainty attends these projections, 
however. The economic and statistical models 
and relationships used to help produce eco­
nomic forecasts are necessarily imperfect de­
scriptions of the real world, and the future 
path of the economy can be affected by myr­
iad unforeseen developments and events. 
Thus, in setting the stance of monetary policy, 
participants consider not only what appears to 
be the most likely economic outcome as em­
bodied in their projections, but also the range 
of alternative possibilities, the likelihood of 
their occurring, and the potential costs to the 
economy should they occur. 

Table 2 summarizes the average historical 
accuracy of a range of forecasts, including 
those reported in past Monetary Poliry R.eporls 
and those prepared by the Federal Reserve 
Board's staff in advance of meetings of the 
Federal Open Market Committee. The pro­
jection error ranges shown in the table il­
lustrate the considerable uncertainty asso­
ciated with economic forecasts. For example, 
suppose a participant projects that real gross 
.domestic product (GDP) and total consumer 
prices will rise steadily at annual rates of, re­
spectively, 3 percent and 2 percent. If the 
uncertainty attending those projections is simi­
lar to that experienced in the past and the risks 
around the projections are broadly balanced, 
the numbers reported in table 2 would imply a 
probability of about 70 percent that actual 
GDP would expand within a range of 2.4 to 
3.6 percent in the current year, 1.6 to 4.4 per-

cent in the second year, and 1.3 to 4.7 percent 
in the third and fourth years. The correspond­
ing 70 percent confidence intervals for overall 
inflation would be 1.5 to 2.5 percent in the cur­
rent year, 1.1 to 2.9 percent in the second year, 
0.9 to 3.1 percent in the third year, and 1.0 to 
3.0 percent in the fourth year. 

Because current conditions may differ 
from those that prevailed, on average, over his­
tory, participants provide judgments as to 
whether the uncertainty attached to their pro­
jections of each variable is greater than, smaller 
than, or broadly similar to typical levels of 
forecast uncertainty in the past, as shown in 
table 2. Participants also provide judgments as 
to whether the risks to their projections are 
weighted to the upside, are weighted to the 
downside, or are broadly balanced. That is, 
participants judge whether each variable is 
more likely to be above or below their projec­
tions of the most likely outcome. These judg­
ments about the uncertainty and the risks at­
tending each participant's projections are dis­
tinct from the diversity of participants' views 
about the most likely outcomes. Forecast un­
certainty is concerned with the risks associated 
with a particular projection rather than with 
divergences across a number of different pro­
jections. 

..As with real activity and inflation, the out­
look for the future path of the federal funds 
rate is subject to considerable uncertainty. This 
uncertainty arises primarily because each partic­
ipant's assessment of the appropriate stance of 
monetc'lry policy depends importantly on the 
evolution of real activity and inflation over 
time. If economic conditions evolve in an un­
expected manner, then assessments of the ap­
propriate setting of the federal funds rate 
would change from that point forward. 
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Minut.es of the Federal Open Market Committee 
Septetnber12-13,2012 

A meeting of the Federal Open Market Committee was 
held in the offices of the Board of Governors of the 
Federal Reserve System in Washington, D.C., on 
Wednesday, September 12, 2012, at 10:30 a.m. and 
continued on Thursday, September 13, 2012, at 
8:30 a.m. 

PRESENT: 
Ben Bernanke, Chairman 
William C. Dudley, Vice Chairman 
Elizabeth Duke 
Jeffrey M. Lacker 
Dennis P. Lockhart 
Sandra Pianalto 
Jerome H. Powell 
Sarah Bloom Raskin 
Jeremy C. Stein 
Daniel K Tarullo 
John C. Williams 
Janet L. Yellen 

James Bullard, Christine Cumming, Charles L. Evans, 
Esther L. George, and Eric Rosengren, Alternate 
Members of the Federal Open Market Committee 

Richard W. Fisher, N arayana Kochetlakota~ and 
Charles I. Plosser, Presidents of the Federal Re­
serve Banks of Dallas, Minneapolis, and Philadel­
phia, respectively 

William B. English, Secretary and Economist 
Deborah J. Danker, Deputy Secretary 
Matthew M. Luecke, Assistant Secretary 
David W. Skidmore, Assistant Secretary 
Michelle A. Smith, Assistant Secretary 
Scott G. Alvarez, General Counsel 
Thomas C. Baxter, Deputy General Counsel 
Steven B. Kamin, Economist 
David W. Wilcox, Economist 

David Alli& Thomas A. Connors, :Michael P. Leahy, 
William Nelson, David Reifschneider, Glenn D. 
Rudebusch, William Wascher, and John A. Wein­
berg, Associate Economists 

Simon Potter, Manager, System Open Market Account 

Nellie Liang, Director, Office of Financial Stability Pol­
icy and Research, Board of Governors 

Jon W. Faust, Special Adviser to the Board, Office of 
Board Members, Board of Governors 

James A. Clouse, Deputy Director, Division of Mone­
tary Affairs, Board of Governors; Maryann F. 
Hunter, Deputy Director, Division of Banking Su­
pervision and Regulation, Board of Governors 

Andreas Lehnert, 1 Deputy Director, Office of Financial 
Stability Policy and Research, Board of Governors 

Linda Robertson, Assistant to the Board, Office of 
Board Members, Board of Governors 

Seth B. Carpenter, Senior Associate Director, Division 
of Monetary Affairs, Board of Governors 

Thomas Laubach, Senior Adviser, Division of Research 
and Statistics, Board of Governors; Ellen E. Meade 
and Joyce K. Zickler, Senior Advisers, Division of 
Monetary Affairs, Board of Governors 

Brian J. Gross, 2 Special Assistant to the Board, Office 
of Board Members, Board of Governors 

Eric M. Engen, Michael G. Palumbo, and Wayne 
Passmore, Associate Directors, Division of Re­
search and Statistics, Board of Governors 

Fabio M. Natalucc~ Deputy Associate Director, Divi­
sion of Monetary Affairs, Board of Governors 

Edward Nelson, Section Chief, Division of Monetary 
Affairs, Board of Governors 

Jeremy B. Rudd, Senior Economist, Division of Re­
search and Statistics, Board of Governors 

Kelly J. Dubbert, First Vice President, Federal Reserve 
Bank of Kansas City 

1 Attended Wednesday's session only. 
2 Attended Thursday's session only. 
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Loretta J. Mester, Harvey Rosenblum, and Daniel G. 
Sullivan, Executive Vice Presidents, Federal Re­
serve Banks of Philadelphia, Dallas, and Chicago, 
respectively 

Cletus C. Coughlin, Troy Davig, Mark E. Schweitzer, 
and Kei-Mu Yi, Senior Vice Presidents, Federal 
Reserve Banks of St. Louis, Kansas City, Cleve­
land, and Minneapolis, respectively 

Lorie K. Logan,Jonathan P. McCarthy, Giovanni Oli­
vei, and Nathaniel Wuerffel,3 Vice Presidents, Fed­
eral Reserve Banks of New York, New York, Bos­
ton, and New York, respectively 

Michelle Ezer;• Markets Officer, Federal Reserve Bank 
of New York 

3 Attended after the discussion on potential effects of a large­
scale asset purchase program. 
4 Attended the discussion on potential effects of a large-scale 
asset purchase program. 

Potential Effects of a Large-Scale Asset Purchase 
Program 
The staff presented an analysis of various aspects of 
possible large-scale asset purchase programs, including 
a comparison of flow-based purchase programs to pro­
grams of fixed size. The presentation reviewed the 
modeling approach used by the staff in estimating the 
financial and macroeconomic effects of such purchases. 
While significant uncertainty surrounds such estimates, 
the presentation indicated that asset purchases could be 
effective in fostering more rapid progress toward the 
Committee's objectives. The staff noted that, for a 
flow-based program, the public's understanding of the 
conditions under which the Committee would end pur­
chases would shape expectations of the magnitude of 
the Federal Reserve's holdings of longer-term securi­
ties, and thus also influence the financial and economic 
effects of such a program. The staff also discussed the 
potential implications of additional asset purchases for 
the evolution of the Federal Reserve's balance sheet 
and income. The presentation noted that significant 
additional asset purchases should not adversely affect 
the ability of the Committee to tighten the stance of 
policy when doing so becomes appropriate. In their 
discussion of the staff presentation, a few participants 
noted the uncertainty surrounding estimates of the ef­
fects of large-scale asset purchases or the need for addi-

ti.anal work regarding the implications of such purchas­
es for the normalization of policy. 

Developments in Financial Markets and the Fed­
eral Reserve's Balance Sheet 
The Manager of the System Open Market Account 
(SOl\iIA) reported on developments in domestic and 
foreign financial markets during the period since the 
Federal Open Market Committee (FOMC) met on 
July 31-August 1, 2012. He also reported on System 
open market operations, including the ongoing rein­
vestment into agency-guaranteed mortgage-backed se­
curities (.MBS) of principal payments received on 
SOIVIA holdings of agency debt and agency-guaranteed 
l\iIBS as well as the operations related to the maturity 
extension program authorized at the June 19-20, 2012, 
FOMC meeting. By unanimous vote, the Committee 
ratified the Desk's domestic transactions over the in­
termeeting period. There were no intervention opera­
tions in foreign currencies for the System's account 
over the intermeeting period. 

Staff Review of the Economic Situation 
The information reviewed at the September 12-13 
meeting suggested that economic activity continued to 
increase at a moderate pace in recent months. Em­
ployment rose slowly, and the unemployment rate was 
still high. Consumer price inflation stayed subdued, 
while measures of long-run inflation expectations re­
mained stable. 

Private nonfarm employment increased in July and Au­
gust at only a slightly faster pace than in the second 
quarter, and the rate of decline in government em­
ployment eased somewhat. The unemployment rate 
was 8.1 percent in August, just a bit lower than its aver­
age during the first half of the year, and the labor force 
participation rate edged down further. The share of 
workers employed part time for economic reasons re­
mained large, and the rate of long-duration unemploy­
ment continued to be high. Indicators of job openings 
and firms' hiring plans were little changed, on balance, 
and initial claims for unemployment insurance were 
essentially flat over the intermeeting period. 

Manufacturing production increased at a faster pace in 
July than in the second quarter, and the rate of manu­
facturing capacity utilization rose slightly. However, 
automakers' schedules indicated that the pace of motor 
vehicle assemblies would be somewhat lower in the 
coming months than it was in July, and broader indica­
tors of manufacturing activity, such as the diffusion 
indexes of new orders from the national and regional 
manufacturing surveys, generally remained quite muted 
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in .rec~nt months at levels consistent with only meager 
gams m factoty output in the near term. 

Following a couple of months when real personal con­
~umption expe.nditures (PCE) were roughly flat, spend­
mg mcreased in July, and the gains were fairly wide­
spread across categories of consumer goods and servic­
es. Incoming data on factors that tend to support 
household spending were somewhat mixed. Real dis­
posable incomes increased solidly in July, boosted in 
part by lower energy prices. The continued rise in 
h~use val~es thro~h July, and the increase in equity 
pnces during the mtermeeting period, suggested that 
households' net worth may have improved a little in 
recent months. However, consumer sentiment re­
mained more downbeat in August than earlier in the 
year. 

Housing market conditions continued to improve, but 
constructi~n ~ctivity was still at a low leve~ reflecting 
the restramt unposed by the substantial inventoty of 
foreclosed and distressed properties and by tight credit 
stan~ards for mo~gage. loans. Starts of new single­
family homes declined JJ1 July, but permits increased 
which pointed to further gains in single-family con~ 
s~ction in the coming months. Both starts and per­
~ts f~r new multifamily units rose in July. Home 
pnces increased for the sixth consecutive month in 
July, and sales of both new and existing homes also 
rose. 

Real business expenditures on equipment and software 
appeared to be decelerating. Both nominal shipments 
and new orders for nondefense capital goods excluding 
aircraft declined in July, and the backlog of unfilled 
orders decreased. Other forward-looking indicators, 
such as downbeat readings from surveys of business 
conditions and capital spending plans, also pointed to­
ward only muted increases in real expenditures for 
business equipment in the near term. Nominal busi­
ness spending for new nonresidential construction de­
clined in July after only edging up in the second quar­
ter. Inventories in most industries looked to be rough­
ly aligned with sales in recent months. 

Real federal government purchases appeared to de­
crease ~er, as data for nominal federal spending in 
July pointed to continued declines in real defense ex­
penditures. Real state and local government purchases 
also appeared to still be trending down. State and local 
government payrolls contracted in July and August, 
although at a somewhat slower rate than in the second 
quarter, and nominal construction spending by these 
governments decreased slightly in July. 

The U.S. international trade deficit was about un­
changed in July after narrowing significantly in June. 
~xport~ declin~d in July, as decreases in the exports of 
mdustrial supplies, automotive products, and consumer 
go~ds were only partially offset by greater exports of 
agn~tural pro~ucts. Imports also declined in July, 
reflecttng lower mports of capital goods and petroleum 
products and somewhat higher imports of automotive 
products. The trade data for July pointed toward real 
net exports having a roughly neutral effect on the 
gro~ of U.S. real gross domestic product (GDP) in 
the third quarter after they made a positive contribu­
tion to the increase in real GDP in the second quarter. 

Overall U.S. consumer prices, as measured by the PCE 
price index~ were flat in July. Consumer food prices 
were essentially unchanged, but the substantial increas­
es in spot and futures prices of farm commodities in 
recent months, reflecting the effects of the drought in 
the Midwest, pointed toward some temporaty upward 
pressures on retail food prices later this year. Consum­
~r ~nergy prices declined slightly in July, but survey data 
mdicated that retail gasoline prices rose in August. 
Consumer prices excluding food and energy also were 
flat in July. Near-term inflation expectations from the 
Thomson ~euters/University of Michigan Surveys of 
Consumers mcreased somewhat in August, while long­
er-term inflation expectations in the survey edged up 
but re~ained within the narrow range that they have 
~ccupted for many years. Long-run inflation expecta­
ttons from the Federal Reserve Bank of Philadelphia 
Survey of Professional Forecasters continued to be 
stable in the third quarter.· 

Measures of labor compensation indicated that increas­
es in nominal wages remained modest. The rise in 
compensation per hour in the nonfarm business sector 
was m~ted over the year ending in the second quarter, 
and with small gains in productivity, unit labor costs 
rose only slightly. The employment cost index in­
creased a little more slowly than the measure of com­
pensation per hour over the same period. More recent­
ly, the gains in average hourly earnings for all em­
ployees in July and August were small. 

Overall foreign economic growth appeared to be sub­
dued in the third quarter after slowing in the second 
quarter. In the euro area, policy developments contri­
buted to an improvement in financial conditions; recent 
indicators pointed to further decreases in production, 
however, and both business and consumer confidence 
continued to decline. Indicators of activity in the 
emerging market economies generally weakened. In 

AUTHORIZED FOR RELEASE

AUTHORIZED FOR RELEASE



Page4 Federal Open Market Committee 

China, export growth slowed, while retail sales and in­
vestment spending changed little. The rate of econom­
ic growth rose in Brazil but was still sluggish, and in­
creases in economic activity in Mexico were below the 
faster pace seen earlier in the year. Consistent with the 
slowing in foreign economic growth, readings on for­
eign inflation continued to moderate. 

Staff Review of the Financial Situation 
Sentiment in financial markets improved somewhat 
since the time of the August FOMC meeting. Inves­
tors' concerns about the situation in Europe seemed to 
ease somewhat, and market participants also appeared 
to have increased their expectations of additional mon­
etary policy accommodation. 

On balance, the nominal Treasury yield curve steep­
ened over the intermeeting period, with yields on long­
er-dated Treasury securities rising notably. Following 
the August FOMC statement, Treasury yields moved 
up, reportedly in part because investors had factored in 
some probability that the anticipated liftoff date for the 
federal funds rate in the forward-guidance language 
would be moved back at that meeting. Treasury yields 
subsequently rose further as concerns about the situa­
tion in the euro area moderated. Later in the period, 
Treasury yields retraced some of their earlier gains as 
market participants' expectations of additional policy 
action increased following the release of the minutes of 
the August FOMC meeting, the Chairman's speech at 
the economic symposium in Jackson Hole, and the 
weaker-than-expected August employment report. On 
net, the expected path of the federal funds rate derived 
from overnight index swap rates was little changed. 
Indicators of inflation expectations derived from no­
minal and inflation-protected Treasury securities edged 
up over the period but stayed in the ranges observed 
over recent quarters. 

Conditions in unsecured short-term dollar funding 
markets remained stable over the intermeeting period. 
In secured funding markets, conditions were also little 
changed. 

In the September Senior Credit Officer Opinion Survey 
on Dealer Financing Terms, respondents reported no 
significant changes in credit terms for important classes 
of counterparties over the past three months, although 
a few noted a slight easing in terms for some clients. 
The use of leverage by hedge funds was reported to 
have remained basically unchanged. However, respon­
dents noted greater demand for funding of agency and 
non-agency residential MBS. 

Broad price indexes for U.S. equities rose moderately, 
on net, over the intermeeting period, prompted by gen­
erally better-than-expected readings on economic activ­
ity released early in the period, somewhat reduced con­
cerns about the situation in Europe, and some addi­
tional anticipation of monetary policy easing later in the 
period. Option-implied volatility on the S&P 500 index 
fell in early August to levels not seen since the middle 
of 2007; it subsequently partially retraced. Equity pric­
es for large domestic banks rose about in line with the 
broad equity price indexes, and credit default swap 
(CDS) spreads for the largest bank holding companies 
continued to move down. 

Yields on investment-grade corporate bonds were little 
changed at near-record low levels over the intermeeting 
period, while yields on speculative-grade corporate 
bonds edged down. The spread of yields on corporate 
bonds over those on comparable-maturity Treasury 
securities narrowed. Net debt issuance by nonfinancial 
firms continued to be strong over the period. Invest­
ment- and speculative-grade bond issuance increased in 
August from an already robust pace in preceding 
months, and commercial and industrial (C&I) loans 
rose further. In the syndicated leveraged loan market, 
gross issuance of institutional loans continued to be 
solid in July and August. Issuance of collateralized loan 
obligations remained on pace to post its strongest year 
since 2007. The rate of gross public equity issuance by 
nonfinancial firms increased slightly in August but was 
still at a subdued level. 

Financial conditions in the commercial real estate 
(CRE) market were still somewhat strained against a 
backdrop of weak fundamentals and tight underwriting 
standards. Nevertheless, issuance of commercial mort­
gage-backed securities continued at a solid pace over 
the intermeeting period. 

Mortgage rates remained at very low levels over the 
intermeeting period. Refinancing activity increased but 
was still restrained by tight underwriting conditions, 
capacity constraints at mortgage originators, and low 
levels of home equity. Nonrevolving consumer credit 
continued to expand briskly in June, largely due to ro­
bust growth in student loans originated by the federal 
government, while revolving credit remained subdued. 
Delinquency rates for consumer credit were still low, 
mostly reflecting a shift in lending toward higher­
credit-quality borrowers. 

Gross issuance of long-term municipal bonds picked 
up in August from the subdued pace in July, but net 
issuance continued to decline. CDS spreads for debt 
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issued by state governments moved lower over the in­
termeeting period, and the ratio of yields on long-term 
general obligation municipal bonds to yields on com­
parable-maturity Treasury securities decreased, on bal­
ance. 

Bank credit continued to expand at a moderate pace 
over the intermeeting period, as growth in C&I loans 
remained brisk while CRE and home equity loans both 
trended down further. The August Survey of Terms of 
Business Lending indicated that overall interest-rate 
spreads on C&I loans were little changed; spreads on 
loans drawn on recently established commitments nar­
rowed materially, although they remained wide. 

M2 growth was rapid in July, likely reflecting investors' 
heightened demand for safe and liquid assets amid con­
cerns about the situation in Europe, but it slowed to a· 
moderate pace in August as those concerns eased 
somewhat. The monetary base rose in July and August 
as reserve balances and currency expanded. 

Sentiment improved in foreign financial markets as the 
European Central Bank (ECB) outlined a plan to make 
additional sovereign bond purchases in conjunction 
with the European Financial Stability Facility and the 
European Stability Mechanism. Spreads of shorter­
term yields on peripheral euro-area sovereign bonds 
over those on comparable-maturity German bunds 
declined substantially over the period. The staffs 
broad nominal index of the foreign exchange value of 
the dollar declined and benchmark sovereign yields in 
the major advanced foreign economies increased as 
safe-haven demands eased with the lessening of con­
cerns about the European situation. Most global 
benchmark indexes for equity prices moved up, and the 
equity prices of European banks rose sharply. Funding 
conditions for euro-area banks improved, although 
these conditions remained fragile, and draws on the 
Federal Reserve's liquidity swap facility with the ECB 
fell. 

The staff also reported on potential risks to financial 
stability, including those owing to the developments in 
Europe and to the current environment of low interest 
rates. Although the support for economic activity pro­
vided by low interest rates enhances financial stability, 
low interest rates also could eventually contribute to 
excessive borrowing or risk-taking and possibly leave 
some aspects of the financial system vulnerable to a 
future rise in interest rates. The staff surveyed a wide 
range of asset markets and financial institutions for 
signs of excessive valuations, leverage, or risk-taking 
that could pose systemic risks. Valuations for broad 

asset classes did not appear stretched, or supported by 
excessive leverage. The staff also did not find evidence 
that excessive risk-taking was widespread, although 
such behavior had appeared in a few smaller and less 
liquid markets. 

Staff Economic Outlook 
In the economic projection prepared by the staff for 
the September FOMC meeting, the forecast for real 
GDP growth in the near term was broadly similar, on 
balance, to the previous projection. The near-term 
forecast incorporated a larger negative effect of the 
drought on farm output in the second half of this year 
than the staff previously anticipated, but this effect was 
mostly offset by the staffs expectation of a smaller 
drag from net export~. The staffs medium-term pro­
jection for real GDP growth, which was conditioned 
on the assumption of no changes in monetary policy, 
was revised up a little, mostly reflecting a slight im­
provement in the outlook for the European situation 
and a somewhat higher projected path for equity prices. 
Nevertheless, with fiscal policy assumed to be tighter 
next year than this year, the staff expected that increas­
es in real GDP would not materially exceed the growth 
of potential output in 2013. In 2014, economic activity 
was projected to accelerate gradually, supported by an 
easing in fiscal policy restraint, increases in consumer 
and business confidence, further improvements in fi­
nancial conditions and credit availability, and accom­
modative monetary policy. The expansion in economic 
activity was expected to narrow the significant margin 
of slack in labor and product markets only slowly over 
the projection period, and the unemployment rate was 
anticipated to still be elevated at the end of 2014. 

The staffs near-term forecast for inflation was revised 
up from the projection prepared for the August FOMC 
meeting, reflecting increases in consumer energy prices 
that were greater than anticipated. However, the staffs 
projection for inflation over the medium term was little 
changed. With crude oil prices expected to gradually 
decline from their current levels, the boost to retail 
food prices from the drought anticipated to be only 
temporary and comparatively small, long-run inflation 
expectations assumed to remain stable, and substantial 
resource slack persisting over the projection period, the 
staff continued to forecast that inflation would be sub­
dued through 2014. 

The staff viewed the uncertainty around the forecast 
for economic activity as elevated and the risks skewed 
to the downside, largely reflecting concerns about the 
situation in Europe and the possibility of a more severe 
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tightening in U.S. fiscal policy than anticipated. Al­
though the staff saw the outlook for inflation as uncer­
tain, the risks were viewed as balanced and not un­
usually high. 

Participants' Views on Current Conditions and the 
Economic Outlook 
!~.conjunction with this FOMC meeting, meeting par­
tictpants-the 7 members of the Board of Governors 
and the presidents of the 12 Federal Reserve Banks all 
of whom participate in the deliberations of 'the 
FOMC-submitted their assessments of real output 
growth, the unemployment rate, inflation, and the tar­
get federal funds rate for each year from 2012 through 
2015 and over the longer run, under each participants' 
judgme~t o.f appropriate monetary policy. The longer­
run projections represent each participant's assessment 
of the rate to which each variable would be expected to 
converge, over time, under appropriate monetary policy 
and in the absence of further shocks to the economy. 
These economic projections and policy assessments are 
des~ri~ed in the Summary of Economic Projections, 
which ts attached as an addendum to these minutes. 

In their discussion of the economic situation and out­
look, meeting participants regarded the information 
received during the intermeeting period as indicating 
that economic activity had continued to expand at a 
moderate pace in recent months. However, recent 
gains in employment were small and the unemploy­
~ent rate re~ained high. Although consumer spend­
ing had continued to advance, growth in business fixed 
investment appeared to have slowed. The housing sec­
tor showed some further signs of improvement, albeit 
from a depressed level Consumer price inflation had 
been subdued despite recent increases in the prices of 
some key commodities, and longer-term inflation ex­
pectations had remained stable. 

Regarding the economic outlook, participants generally 
~greed tha~ the pace of the economic recovery would 
likely remain moderate over coming quarters but would 
pick up over the 2013-15 period. In the near term, the 
drought in the Midwest was expected to weigh on eco­
nomic growth. Moreover, participants observed that 
the pace of economic recovery would likely continue to 
?e held down for some time by persistent headwinds, 
inclu~g continued weakness in the housing market, 
ongoing household sector deleveraging, still-tight credit 
conditions for some households and businesses and 
fisc~l .consolidation at all levels of government. Many 
parttorants also noted that a high level of uncertainty 
regarding the European fiscal and banking crisis and 

the outlook for U.S. fiscal and regulatory policies was 
weighing on confidence, thereby restraining household 
and business spending. However, others questioned 
the role of uncertainty about policy as a factor con­
s~aining ~~egate demand. In addition, participants 
still saw sigru.ficant downside risks to the outlook for 
economic growth. Prominent among these risks were a 
possible intensification of strains in the euro zone, with 
potential spillovers to U.S. financial markets and insti­
tutions and thus to the broader U.S. economy; a larger­
than-expected U.S. fiscal tightening; and the possibility 
of a further slowdown in global economic growth. A 
few particip~nts, however, mentioned the possibility 
that economic growth could be more rapid than cur­
rently anticipated, particularly if major sources of un­
certainty were resolved favorably or if faster-than­
expected advances in the housing sector led to im­
provements in household balance sheets, increased 
confidence, and easier credit conditions. Participants' 
forecasts for economic activity, which in most cases 
were conditioned on an assumption of additional, near­
term monetary policy accommodation, were also asso­
ciated with an outlook for the unemployment rate to 
remain close to recent levels through 2012 and then to 
decline gradually toward levels judged to be consistent 
with the Committee's mandate. 

In the household sector, incoming data on retail sales 
were somewhat stronger than expected. Participants 
noted, however, that households were still in the 
process of deleveraging, confidence was low, and con­
sumers appeared to remain particularly pessimistic 
about the prospects for the future, raising doubts that 
the somewhat stronger pace of spending would persist. 
Although the level of activity in the housing sector re­
mained low, the somewhat faster pace of home sales 
~nd construction provided some encouraging signs of 
improvement. A number of participants also observed 
that house prices were rising. It was noted that such 
increases, coupled with historically low mortgage rates, 
could lead to a stronger upturn in housing activity, al­
though constraints on the capacity for loan origination 
and still-tight credit terms for some borrowers contin­
ued to weigh on mortgage lending. 

Business contacts in many parts of the countty were 
reported to be highly uncertain about the outlook for 
the economy and for fiscal and regulatory policies. 
Although fi~s'_ balance sheets were generally strong, 
~ese uncertaintie~ had led them to be particularly cau­
tious and to remain reluctant to hire or expand capaci­
ty. Rep?rts on manufacturing activity were mixed, with 
production related to autos and housing the most not-
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able areas of relative strength. In one District, business 
surveys pointed to further growth; however, readings 
on forward-looking indicators of orders around the 
country were less positive. In addition, business con­
tacts noted that export demand was showing signs of 
weakness as a result of the slowdown in economic ac­
tivity in Europe. The energy sector continued to ex­
pand. In the agricultural sector, high grain prices and 
crop insurance. payments were supporting farm in­
comes, helping offset declines in production and re­
duced profits on livestock. The drought was expected 
to reduce farm inventories and have a transitory impact 
on broader measures of economic growth. 

Participants generally expected that fiscal policy would 
continue to be a drag on economic activity over com­
ing quarters. In addition to ongoing weakness in 
spending at the federal, state, and local government 
levels, uncertainties about tax and spending policies 
reportedly were restraining business decisionmaking. 
Participants also noted that if an agreement was not 
reached to tackle the expiring tax cuts and scheduled 
spending reductions, a sharp consolidation of fiscal 
policy would take place at the beginning of2013. 

The available indicators pointed to continued weakness 
in overall labor market conditions. Growth in em­
ployment had been disappointing, with the average 
monthly increases in payrolls so far this year below last 
year's pace and below the pace that would be required 
to make significant progress in reducing the unem­
ployment rate. The unemployment rate declined 
around the turn of the year but had not fallen signifi­
cantly since then. In addition, the labor force participa­
tion rate and employment-to-population ratios were at 
or near post-recession lows. 

Meeting participants again discussed the extent of slack 
in labor markets. A few participants reiterated their 
view that the persistently high level of unemployment 
reflected the effect of structural factors, including mis­
matches across and within sectors between the skills of 
the unemployed and those demanded in sectors in 
which jobs were currently available. It was also sug­
gested that there was an ongoing process of polariza­
tion in the labor market, with the share of job oppor­
tunities in middle-skill occupations continuing to de­
cline while the shares of low and high skill occupations 
increased. Both of these views would suggest a lower 
level of potential output and thus reduced scope for 
combating unemployment with additional monetary 
policy stimulus. Several participants, while acknowl­
edging some evidence of structural changes in the labor 

market, stated again that weak aggregate demand was 
the principal reason for the high unemployment rate. 
They saw slack in resource utilization as remaining 
wide, indicating an important role for additional policy 
accommodation. Several participants noted the risk 
that continued high levels of unemployment, even if 
initially cyclical, might ultimately induce adverse struc­
tural changes. In particular, they expressed concerns 
about the risk that the exceptionally high level of long­
term unemployment and the depressed level of labor 
participation could ultimately lead to permanent nega­
tive effects on the skills and prospects of those without 
jobs, thereby reducing the longer-run normal level of 
employment and potential output. 

Sentiment in financial markets improved notably during 
the intermeeting period. Participants indicated that 
recent decisions by the ECB helped ease investors' an­
xiety about the near-term prospects for the euro. 
However, participants also observed that significant 
risks related to the euro-area banking and fiscal crisis 
remained, and that a number of important issues would 
have to be resolved in order to achieve further progress 
toward a comprehensive solution to the crisis. Partici­
pants noted that indicators of financial stress in the 
United States were not especially high and overall con­
ditions in U.S. financial markets remained favorable. 
Longer-term interest rates were low and supportive of 
economic growth, while equity prices had risen. One 
participant noted that, while there were few current 
signs of excessive risk-taking, low interest rates could 
ultimately lead to financial imbalances that would be 
challenging to detect before they became serious prob­
lems. 

The incoming information on inflation over the inter­
meeting period was largely in line with participants' 
expectations. Despite recent increases in the prices of 
some key commodities, consumer price inflation re­
mained subdued. With longer-term inflation expecta­
tions stable and the unemployment rate elevated, par­
ticipants generally anticipated that inflation over the 
medium run would likely run at or below the 2 percent 
rate that the Committee judges to be most consistent 
with its mandate. Most participants saw the risks to the 
outlook for inflation as roughly balanced. A few partic­
ipants felt that maintaining a highly accommodative 
stance of monetary policy over an extended period 
could unmoor longer-term inflation expectations and, 
against a backdrop of higher energy and commodity 
prices, posed upside risks to inflation. Other partici­
pants, by contrast, saw inflation risks as tilted to the 
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downside, given their expectations for sizable and per­
sistent resource slack. 

Participants again exchanged views on the likely bene­
fits and costs of a new large-scale asset purchase pro­
gram. Many participants anticipated that such a pro­
gram would provide support to the economic recovery 
by putting downward pressure on longer-term interest 
rates and promoting more accommodative financial 
conditions. A number of participants also indicated 
that it could lift consumer and business confidence by 
emphasizing the Committee's commitment to contin­
ued progress toward its dual mandate. In addition, it 
was noted that additional purchases could reinforce the 
Committee's forward guidance regarding the federal 
funds rate. Participants discussed the effectiveness of 
purchases of Treasury securities relative to purchases of 
agency MBS in easing financial conditions. Some par­
ticipants suggested that, all else being equal, MBS pur­
chases could be preferable because they would more 
directly support the housing sector, which remains 
weak but has shown some signs of improvement of 
late. One participant, however, objected that purchases 
of MBS, when compared to purchases of longer-term 
Treasury securities, would likely result in higher interest 
rates for many borrowers in other sectors. A number 
of participants highlighted the uncertainty about the 
overall effects of additional purchases on financial 
markets and the real economy. Some participants 
thought past purchases were useful because they were 
conducted during periods of market stress or height­
ened deflation risk and were less confident of the effi­
cacy of additional purchases under present circrun­
stances. A few expressed skepticism that additional 
policy accommodation could help spur an economy 
that they saw as held back by uncertainties and a range 
of structural issues. In discussing the costs and risks 
that such a program might entail, several participants 
reiterated their concern that additional purchases might 
complicate the Committee's efforts to withdraw mone­
tary policy accommodation when it eventually became 
appropriate to do so, raising the risk of undesirably 
high inflation in the future and potentially unmooring 
inflation expectations. One participant noted that an 
extended period of accommodation resulting from ad­
ditional asset purchases co1:Jld lead to excessive risk­
taking on the part of some investors and so undermine 
financial stability over time. The possible adverse ef­
fects of large purchases on market functioning were 
also noted. However, most participants thought these 
risks could be managed since the Committee could 
make adjustments to its purchases, as needed, in re-

sponse to economic developments or to changes in its 
assessment of their efficacy and costs. 

Participants also discussed issues related to the provi­
sion of forward guidance regarding the future path of 
the federal funds rate. It was noted that clear commu­
nication and credibility allow the central bank to help 
shape the public's expectations about policy, which is 
crucial to managing monetary policy when the federal 
funds rate is at its effective lower bound. A number of 
participants questioned the effectiveness of continuing 
to use a calendar date to provide forward guidance, 
noting that a change in the calendar date might be in­
terpreted pessimistically as a downgrade of the Com­
mittee's economic outlook rather than as conveying the 
Committee's determination to support the economic 
recovery. If the public interpreted the statement pes­
simistically, consumer and business confidence could 
fall rather than rise. Many participants indicated a pre­
ference for replacing the calendar date with language 
describing the economic factors that the Committee 
would consider in deciding to raise its target for the 
federal funds rate. Participants discussed the benefits 
of such an approach, including the potential for en­
hanced effectiveness of policy through greater clarity 
regarding the Committee's future behavior. That ap­
proach could also bolster the stimulus provided by the 
System's holdings of longer-term securities. It was 
noted that forward guidance along these lines would 
allow market expectations regarding the federal funds 
rate to adjust automatically in response to incoming 
data on the economy. Many participants thought that 
more-effective forward guidance could be provided by 
specifying numerical thresholds for labor market and 
inflation indicators that would be consistent with main­
taining the federal funds rate at exceptionally low levels. 
However, reaching agreement on specific thresholds 
could be challenging given the diversity of participants' 
views, and some were reluctant to specify explicit nu­
merical thresholds out of concern that such thresholds 
would necessarily be too simple to fully capture the 
complexities of the economy and the policy process or 
could be incorrectly interpreted as triggers prompting 
an automatic policy response. In addition, numerical 
thresholds could be confused with the Committee's 
longer-term objectives, and so undermine the Commit­
tee's credibility. At the conclusion of the discussion, 
most participants agreed that the use of numerical 
thresholds could be useful to provide more clarity 
about the conditionality of the forward guidance but 
thought that further work would be needed to address 
the related communications challenges. 
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Committee Policy Action 
Committee members saw the information received 
over the intermeeting period as suggesting that eco­
nomic activity had continued to expand at a moderate 
pace in recent months. However, growth in employ­
ment had been slow, and almost all members saw the 
unemployment rate as still elevated relative to levels 
that they viewed as consistent with the Committee's 
mandate. Members generally judged that without addi­
tional policy accommodation, economic growth might 
not be strong enough to generate sustained improve­
ment in labor market conditions. Moreover, while the 
sovereign and banking crisis in Europe had eased some 
recently, members still saw strains in global financial 
conditions as posing significant downside risks to the 
economic outlook. The possibility of a larger-than­
expected fiscal tightening in the United States and 
slower global growth were also seen as downside risks. 
Inflation had been subdued, even though the prices of 
some key commodities had increased recently. Mem­
bers generally continued to anticipate that, with longer­
term inflation expectations stable and given the existing 
slack in resource utilization, inflation over the medium 
term would run at or below the Committee's longer­
run objective of 2 percent. 

In their discussion of monetary policy for the period 
ahead, members generally expressed concerns about 
the slow pace of improvement in labor market condi­
tions and all members but one agreed that the outlook 
for economic activity and inflation called for additional 
monetary accommodation. Members agreed that such 
accommodation should be provided through both a 
strengthening of the forward guidance regarding the 
federal funds rate and purchases of additional agency 
MBS at a pace of $40 billion per month. Along with 
the ongoing purchases of $45 billion per month of 
longer-term Treasury securities under the maturity ex­
tension program announced in June, these purchases 
will increase the Committee's holdings of longer-term 
securities by about $85 billion each month through the 
end of the year, and should put downward pressure on 
longer-term interest rates, support mortgage markets, 
and help make broader financial conditions more ac­
commodative. Members also agreed to maintain the 
Committee's existing policy of reinvesting principal 
payments from its holdings of agency debt and agency 
MBS into agency MBS. TJie Committee agreed that it 
would closely monitor incoming information on eco­
nomic and financial developments in coming months, 
and that if the outlook for the labor market did not 
improve substantially, it would continue its purchases 

of agency MBS, undertake additional asset purchases, 
and employ its other policy tools as appropriate until 
such improvement is achieved in a context of price 
stability. This flexible approach was seen as allowing 
the Committee to tailor its policy response over time to 
incoming information while incorporating conditional 
features that clarified the Committee's intention to im­
prove labor market conditions, thereby enhancing the 
effectiveness of the action by helping to bolster busi­
ness and consumer confidence. While members gener­
ally viewed the potential risks associated with these 
purchases as manageable, the Committee agreed that in 
determining the size, pace, and composition of its asset 
purchases, it would, as always, take appropriate account 
of the likely efficacy and costs of such purchases. With 
regard to the forward guidance, the Committee agreed 
on an extension through mid-2015, in conjunction with 
language in the statement indicating that it expects that 
a highly accommodative stance of policy will remain 
appropriate for a considerable time after the economic 
recovery strengthens. That new language was meant to 
clarify that the maintenance of a very low federal funds 
rate over that period did not reflect an expectation that 
the economy would remain weak, but rather reflected 
the Committee's intention to support a stronger eco­
nomic recovery. One member dissented from the poli­
cy decision, on the grounds that he opposed additional 
asset purchases and preferred to omit the calendar date 
from the forward guidance; in his view, it would be 
better to use qualitative language to describe the factors 
that would influence the Committee's decision to in­
crease the target federal funds rate. 

At the conclusion of the discussion, the Comniittee 
voted to authorize and direct the Federal Reserve Bank 
of New York, until it was instructed otherwise, to ex­
ecute transactions in the System Account in accordance 
with the following domestic policy directive: 

"The Federal Open Market Committee seeks 
monetary and financial conditions that will 
foster price stability and promote sustainable 
growth in output. To further its long-run 
objectives, the Committee seeks conditions 
in reserve markets consistent with federal 
funds trading in a range from 0 to 1;4 percent. 
The Committee directs the Desk to continue 
the maturity extension program it announced 
in June to purchase Treasury securities with 
remaining maturities of 6 years to 30 years 
with a total face value of about $267 billion 
by the end of December 2012, and to sell or 
redeem Treasury securities with remaining 
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maturities of approximately 3 years or less 
with a total face value of about $267 billion. 
For the duration of this program, the Com­
mittee directs the Desk to suspend its policy 
of rolling over maturing Treasury securities 
into new issues. The Committee directs the 
Desk to maintain its existing policy of rein­
vesting principal payments on all agency debt 
and agency mortgage-backed securities in the 
System Open Market Account in agency 
mortgage-backed securities. The Desk is al­
so directed to begin purchasing agency mort­
gage-backed securities at a pace . of about 
$40 billion per month. The Committee di­
rects the Desk to engage in dollar roll and 
coupon swap transactions as necessary to fa­
cilitate settlement of the Federal Reserve's 
agency 1\tIBS transactions. The System Open 
Market Account Manager and the Secretary 
will keep the Committee informed of ongo­
ing developments regarding the System's bal­
ance sheet that could affect the attainment 
over time of the Committee's objectives of 
maximum employment and price stability." 

The vote encompassed approval of the statement be­
low to be released at 12:30 p.m.: 

"Information received since the Federal 
Open Market Committee met in August sug­
gests that economic activity has continued to 
expand at a moderate pace in recent months. 
Growth in employment has been slow, and 
the unemployment rate remains elevated. 
Household spending has continued to ad­
vance, but growth in business fixed invest­
ment appears to have slowed. The housing 
sector has shown some further signs of im­
provement, albeit from a depressed level. 
Inflation has been subdued, although the 
prices of some key commodities have in­
creased recently. Longer-term inflation ex­
pectations have remained stable. 

Consistent with its statutory mandate, the 
Committee seeks to foster maximum em­
ployment and price stability. The Committee 
is concerned that, without further policy ac­
commodation, economic growth might not 
be strong enough to generate sustained im­
provement in labor market conditions. Fur­
thermore, strains in global financial markets 
continue to pose significant downside risks 

to the economic outlook. The Committee 
also anticipates that inflation over the me­
dium term likely would run at or below its 
2 percent objective. 

To support a stronger economic recovery 
and to help ensure that inflation, over time, 
is at the rate most consistent with its dual 
mandate, the Committee agreed today to in­
crease policy accommodation by purchasing 
additional agency mortgage-backed securities 
at a pace of $40 billion per month. The 
Committee also will continue through the 
end of the year its program to extend the av­
erage maturity of its holdings of securities as 
announced in June, and it is maintaining its 
existing policy of reinvesting principal pay­
ments from its holdings of agency debt and 
agency mortgage-backed securities in agency 
mortgage-backed securities. These actions, 
which together will increase the Committee's 
holdings of longer-term securities by about 
$85 billion each month through the end of 
the year, should put downward pressure on 
longer-term interest rates, support mortgage 
markets, and help to make broader financial 
conditions more accommodative. 

The Committee will closely monitor incom­
ing information on economic and financial 
developments in coming months. If the out­
look for the labor market does not improve 
substantially, the Committee will continue its 
purchases of agency mortgage-backed securi­
ties, undertake additional asset purchases, 
and employ its other policy tools as appro­
priate until such improvement is achieved in 
a context of price stability. In determining 
the size, pace, and composition of its asset 
purchases, the Committee will, as always, 
take appropriate account of the likely efficacy 
and costs of such purchases. 

To support continued progress toward max­
im.um employment and price stability, the 
Committee expects that a highly accommo­
dative stance of monetary policy will remain 
appropriate for a considerable time after the 
economic recovery strengthens. In particu­
lar, the Committee also decided today to 
keep the target range for the federal funds 
rate at 0 to 1.4 percent and currently antic­
ipates that exceptionally low levels for the 
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federal funds rate are likely to be warranted 
at least through mid-2015." 

Voting for this action: Ben Bemanke, William C. 
Dudley, Elizabeth Duke, Dennis P. Lockhart, Sandra 
Pianalto, Jerome H. Powell, Sarah Bloom Raskin, Jere­
my C. Stein, Daniel K Tarullo, John C. Williams, and 
Janet L. Yellen. 

Voting against this action: Jeffrey M. Lacker. 

Mr. Lacker dissented because he believed that addition­
al monetary stimulus at this time was unlikely to result 
in a discernible improvement in economic growth 
without also causing an unwanted increase in inflation. 
Moreover, he expressed his opposition to the purchase 
of more MBS, because he viewed it as inappropriate for 
the Committee to choose a particular sector of the 
economy to support; purchases of Treasury securities 
instead would have avoided this effect. Finally, he pre­
ferred to omit the description of the time period over 
which exceptionally low levels for the federal funds rate 
were likely to be warranted. 

Consensus Forecast Experiment 
In light of the discussion at the previous FOMC meet­
ing, the subcommittee on communications developed a 
second experimental exercise intended to shed light on 

the feasibility and desirability of constructing an FOMC 
consensus forecast. At this meeting, participants dis­
cussed possible formulations of the monetary policy 
assumptions on which to condition an FOMC consen­
sus forecast and alternative approaches for participants 
to express their endorsement of the consensus forecast. 
In conclusion, participants agreed to have a broad dis­
cussion of the experiences gathered from the two ex­
perimental exercises in conjunction with the October 
FOMC meeting. 

It was agreed that the next meeting of the Committee 
would be held on Tuesday-Wednesday, October 23-
24, 2012. The meeting adjourned at 12:10 p.m. on Sep­
tember 13, 2012. 

Notation Vote 
By notation vote completed on August 21, 2012, the 
Committee unanimously approved the minutes of the 
FOMC meeting held on July 31-August 1, 2012. 

William B. English 
Secretary 
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Summary of Economic Projections 

In conjunction with the September 12-13, 2012, Fed­
eral Open Market Committee (FOMC) meeting, meet­
ing participants-the 7 members of the Board of Gov­
ernors and the 12 presidents of the Federal Reserve 
Banks, all of whom participate in the deliberations of 
the FOMC-submitted their assessments, under each 
participant's judgment of appropriate monetary policy, 
of real output growth, the unemployment rate, infla­
tion, and the target federal funds rate for each year 
from 2012 through 2015 and over the longer run. 
These assessments were based on information available 
at the time of the meeting and participants' individual 
assumptions about the factors likely to affect economic 
outcomes. The longer-run projections represent each 
participant's judgment of the rate to which each varia­
ble would be expected to converge, over time, under 
appropriate monetary policy and in the absence of fur­
ther shocks to the economy. "Appropriate monetary 
policy" is defined as the future path of policy that par­
ticipants deem most likely to foster outcomes for eco­
nomic activity and inflation that best satisfy their indi­
vidual interpretations of the Federal Reserve's objec­
tives of maximum employment and stable prices. 

Overall, the assessments that FOMC participants sub­
mitted in September indicated that, under appropriate 
monetary policy, the pace of economic recovery over 
the 2012-15 period would gradually pick up and infla­
tion would remain subdued (table 1 and figure 1). Par-

ticipants judged that the growth rate of real gross do­
mestic product (GDP) would increase somewhat in 
2013 and that economic growth in 2014 and 2015 
would modestly exceed participants' estimates of the 
longer-run sustainable rate of growth, while the unem­
ployment rate would decline gradually through 2015. 
Participants projected that inflation, as measured by the 
annual change in the price index for personal consump­
tion expenditures (PCE), would run close to or below 
the FOMC's longer-run inflation objective of 2 percent. 

As shown in figure 2, most participants judged that 
highly accommodative monetary policy was likely to be 
warranted over the next few years. In particular, 
13 participants thought that it would be appropriate for 
the first increase in the target federal funds rate to oc­
cur during 2015 or later. The majority of participants 
judged that appropriate monetary policy would involve 
a decision by the Committee, at the September meeting 
or before long, to undertake significant additional asset 
purchases. 

As in June, participants in September judged the uncer­
tainty associated with the outlook for real activity and 
the unemployment rate to be unusually high compared 
with historical norms, with the risks weighted mainly 
toward slower economic growth and a higher unem­
ployment rate. While a number of participants viewed 
the uncertainty surrounding their projections for infla­
tion to be unusually high in comparison with historical 

Table 1. Economic projections of Federal Reserve Board members and Federal Reserve Bank presidents, September 2012 

Percent 

Variable 
Central tendency! Range2 

2012 I 2013 I 2014 I 2015 I Longer run 2012 I 2013 I 2014 I 2015 I Longerrun 

Change in real GDP .. 1.7 to 2.0 2.5 to 3.0 3.0 to 3.8 3.0 to 3.8 2.3 to 2.5 1.6 to 2.0 2.3 to 3.5 2.7 to 4.1 2.5 to 4.2 2.2 to 3.0 
June projection ... 1.9 to 2.4 2.2 to 2.8 3.0 to 3.5 n.a. 2.3 to 2.5 1.6 to 2.5 2.2 to 3.5 2.8 to 4.0 n.a. 2.2 to 3.0 

Unemployment rate ... 8.0 to 8.2 7.6 to 7.9 6.7 to 7.3 6.0 to 6.8 5.2 to 6.0 8.0 to 8.3 7.0 to 8.0 6.3 to 7.5 5.7 to 6.9 5.0 to 6.3 
June projection ... 8.0 to 8.2 7.5 to 8.0 7.0 to 7.7 n.a 5.2 to 6.0 7.8 to 8.4 7.0 to 8.1 6.3 to 7.7 n.a. 4.9 to 6.3 

PCE inflation ........ 1.7to1.8 1.6 to 2.0 1.6 to 2.0 1.8 to 2.0 2.0 1.5 to 1.9 1.5 to 2.1 1.6 to 2.2 1.8 to 2.3 2.0 
June projection ... 1.2 to 1.7 1.5 to 2.0 1.5 to 2.0 n.a. 2.0 1.2 to 2.0 1.5 to 2.1 1.5 to 2.2 n.a. 2.0 

Core PCE inflation3 .. 1.7 to 1.9 1.7 to 2.0 1.8 to 2.0 1.9 to 2.0 1.6 to 2.0 1.6 to 2.0 1.6 to 2.2 1.8 to 2.3 
June projection .... 1.7 to 2.0 1.6 to 2.0 1.6 to 2.0 n.a. 1.7 to 2.0 1.4 to 2.1 1.5 to 2.2 n.a 

NOTE: Projections of change in real gross domestic product (GDP) an projections for both measures of inflation arc from the fourth quarter of the pre­
vious year to the fourth quarter of the year indicated. PCE inflation and core PCE inflation are the percentage rates of change in, respectively, the price index for 
personal consumption expenditures (PCE) and the price index for PCE excluding food and energy. Projections for the unemployment rate are for the average 
civilian unemployment rate in the fourth quarter of the year indicated. Each participant's projections are based on his or her assessment of appropriate monetary 
policy. Longer-run projections represent each participant's assessment of the rate to which each variable would be expected to converge under appropriate 
monetary policy and in the absence of further shocks to the economy. The June projections were made in conjunction with the meeting of the Federal Open 
Market Committee on June 19-20, 2012 

1. The central tendency excludes the three highest and three lowest projections for each variable in each year. 
2. The range for a variable in a given year includes all participants' projections, from lowest to highest, for that variable in that year. 
3. Longer-run projections for core PCE inflation are not collected. 
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F'igure .l. Central tendencies and ranges of economic projections, 2012- 15 and over the longer run 
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Pigure 2. Overview of FOMC participants' assessments of a ppropriate monetary policy, September 2012 
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norms, many judged it to be broadly similar to histori­
cal norms, and most considered the risks to inflation to 
be roughly balanced. 

The Outlook for Economic Activity 
Conditional on their individual assumptions about ap­
propriate monetary policy, participants judged that the 
economy would grow at a moderate pace over coming 
quarters and then pick up somewhat in 2013 before 
expanding in 2014 and 2015 at a rate modestly above 
what participants saw as the longer-run rate of output 
growth. The central tendency of their projections for 
the change in real GDP in 2012 was 1.7 to 2.0 percent, 
somewhat lower than in June. Many participants cha­
racterized the incoming data as having been to the 
weak side of their expectations at the time of the June 
meeting; several participants also cited the severe 
drought as a factor causing them to mark down their 
projections for economic growth in 2012. However, 
participants' projections for 2013 and 2014 were gener­
ally slightly higher than in June; this reflected, in part, a 
greater assumed amount of monetary policy accommo­
dation than in their June submissions as well as some 
improvement since then in the outlook for economic 
activity in Europe. The central tendency of partici­
pants' projections for real GDP growth in 2013 was 2.5 
to 3.0 percent, followed by central tendencies for both 
2014 and 2015 of 3.0 to 3.8 percent. The central ten­
dency for the longer-run rate of increase of real GDP 
remained at 2.3 to 2.5 percent, unchanged from June. 
While most participants noted that the increased degree 
of monetary policy accommodation assumed in their 
projections would help promote a faster recovery, par­
ticipants cited several headwinds that would be likely to 
hold back the pace of economic expansion over the 
forecast period, including slower growth abroad, a still­
weak housing market, the difficult fiscal and financial 
situation in Europe, and fiscal restraint in the United 
States. 

Participants projected the unemployment rate at the 
end of 2012 to remain close to recent levels, with a cen­
tral tendency of 8.0 to 8.2 percent, the same as in their 
June submissions. Participants anticipated gradual im­
provement from 2013 through 2015; even so, they gen­
erally thought that the unemployment rate at the end of 
2015 would still lie well above their individual estimates 
of its longer-run normal level The central tendencies 
of participants' forecasts for the unemployment rate 
were 7.6 to 7.9 percent at the end of 2013, 6.7 to 
7.3 percent at the end of 2014, and 6.0 to 6.8 percent at 
the end of 2015. The central tendency of participants' 
estimates of the longer-run normal rate of unemploy-

ment that would prevail under the assumption of ap­
propriate monetary policy and in the absence of further 
shocks to the economy was 5.2 to 6.0 percent, un­
changed from June. Most participants projected that 
the gap between the current unemployment rate and 
their estimates of its longer-run normal rate would be 
closed in five or six years, while a few judged that less 
time would be needed. 

Figures 3.A and 3.B provide details on the diversity of 
participants' views regarding the likely outcomes for 
real GDP growth and the unemployment rate over the 
next three years and over the longer run. The disper­
sion in these projections reflects differences in partici­
pants' assessments of many factors, including appropri­
ate monetary policy and its effects on the economy, the 
rate of improvement in the housing sector, the spillover 
effects of the fiscal and financial situation in Europe, 
the prospective path for U.S. fiscal policy, the extent of 
structural dislocations in the labor market, the likely 
evolution of credit and financial market conditions, and 
longer-term trends in productivity and the labor force. 
With much of the data for the first eight months of 
2012 now in hand, the dispersion of participants' pro­
jections of real GDP growth and the unemployment 
rate this year narrowed in September compared with 
June. The range of participants' forecasts for the 
change in real GDP in 2013 and 2014, however, was 
little changed from June, on balance. The distribution 
of projections for the unemployment rate was not 
much altered for 2013, while for 2014 it narrowed a bit 
and shifted down slightly. The range for the unem­
ployment rate for 2015 was 5.7 to 6.9 percent. As in 
June, the dispersion of estimates for the longer-run rate 
of output growth was fairly narrow, with the values 
being mostly from 2.2 to 2.7 percent. The range of 
participants' estimates of the longer-run rate of unem­
ployment was 5.0 to 6.3 percent, a similar range to that 
in June; this range reflected different judgments among 
participants about several factors, including the outlook 
for labor force participation and the structure of the 
labor market. 

The Outlook for Inflation 
Participants' views on the broad outlook for inflation 
under the assumption of appropriate monetary policy 
were little changed from June. For 2012 as a whole, 
most anticipated that overall inflation would be only 
slightly above its average annual rate of 1.6 percent 
over the first half of the year; a number of participants 
pointed to higher food prices in response to the 
drought, along with recent increases in oil prices, as 
temporary sources of upward pressure on the headline 
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Figure 3.A. Dis tribution o r participants' projections for the change in real GDP, 2012- 15 and over t he longer run 
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Figure 3.8. Distribution o f part icipants ' projections for the unemployment rate, 2012- 15 a nd over t he longer run 
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rate. Almost all participants judged that both headline 
and core inflation would remain subdued over the 
2013-15 period, running at rates at or below the 
FOMC's lo~ger-run obje~tive of 2 percent. In pointing 
t? .factors .likely. to restrain price pressures, several par­
ticipants cited sizable resource slack and stable inflation 
expectations, while a few noted the subdued behavior 
of labor compensation. Specifically, the central ten­
dency of participants' projections for inflation, as 
measured by the PCE price index, moved up and tight­
ened to 1. 7 to 1. 8 percent for 2012 and was little 
changed for 2013 and 2014 at 1.6 to 2.0 percent. For 
2015, the central tendency was 1.8 to 2.0 percent. The 
central tendencies of the forecasts for core inflation 
were broadly similar to those for the headline measure 
for 2013 through 2015. 

Figures 3.C and 3.D provide information about the 
diversity of participants' views about the outlook for 
inflation. Participants' projections for headline infla­
tion for 2012, which in June had ranged from 1.2 to 
2 percent, narrowed in September to the range of 1.5 to 
1:9 percent; about three-fourths of participants' projec­
tions took values of 1. 7 to 1.8 percent, broadly in line 
with recent inflation readings. The distributions of 
participants' projections for headline inflation in 2013 
and 2014 were very similar to those for June, while the 
range of projections for core inflation narrowed slightly 
for both years. The distributions for core and overall 
inflation in 2015 were concentrated near the Commit­
tee's longer-run inflation objective of 2 percent. 

Appropriate Monetary Policy 
As indicated in figure 2, most participants judged that 
exceptionally low levels of the federal funds rate would 
remain appropriate for several more years. In particu­
lar, 12 participants thought that the first increase in the 
target federal funds rate would not be warranted until 
20.15, and 1 viewed a start to firming in 2016 as appro­
pnate (upper panel). The 12 participants who expected 
that the target federal funds rate would not move 
above its effective lower bound until 2015 thought the 
federal funds rate would be 1.6 percent or lower at the 
end of that· year, while the one participant who ex­
pected that policy firming would commence in 2016 
saw the funds rate target at 75 basis points at the end of 
that year. Six participants judged that policy firming in 
2012, 2013, or 2014 would be consistent with the 
~ommittee's statutory mandate. Those participants 
Judged that the appropriate value for the federal funds 
rate would range from 11/2 to 3 percent at the end of 
2014 and from 21/2 to 41/2 percent at the end of 2015. 
In total, 14 participants judged that appropriate mone-

tary policy called for a more-accommodative path for 
the federal funds rate than in their June submissions 
involving either a lower target for the federal funds rat~ 
at ~e end of the initial year of policy firming, or a shift 
out 111 the first year of firming. 

All participants reported levels for the appropriate tar­
get federal funds rate at the end of 2014 that were well 
below their estimates of the level expected to prevail in 
the longer run, and most saw the appropriate target 
federal funds rate as still well below its longer-run value 
at the end of 2015. Estimates of the longer-run target 
~ederal funds rate ranged from 3 to 41/2 percent, reflect-
111g the Committee's inflation objective of 2 percent 
and participants' judgments about the longer-run equi­
librium level of the real federal funds rate. 

Participants also provided qualitative information on 
their views regarding the appropriate path of the Fed­
eral Reserve's balance sheet. Eleven participants indi­
cated that appropriate policy would involve a decision 
by the Committee, at the September meeting or soon 
thereafter, to undertake significant additional asset pur­
chas~~· Several participants envisioned this program as 
entailing purchases of agency mortgage-backed securi­
ties. .Alm~st all participants assumed that, at the ap­
propnate ttme, the Committee would carry out the 
normalization of the balance sheet according to the 
principles approved at the June 2011 FOMC meeting. 
In general, participants linked their preferred start dates 
for the normalization process to their views for the 
appropriate timing of the first increase in the target 
federal funds rate. 

The key factors informing participants' individual as­
sess.ments of the appropriate setting for monetary poli­
cy 111cluded their judgments regarding labor market 
conditions that would be consistent with the maximum 
level of empl~yment, the extent to which employment 
currently deviated from the maximum level of em­
ployment, the extent to which inflation deviated from 
the Committee's longer-term objective of 2 percent, 
and participants' projections of the likely time horizon 
necessary to return employment and inflation to 
mandate-consistent levels. Several participants noted 
that their assessments of appropriate monetary policy 
reflected the subpar pace of labor market improvement 
a~d the persistent shortfall of output from potential 
s111ce the 2007-09 recession. A few participants noted 
~at their. settings of appropriate federal funds rate pol­
icy took 111to account unusual factors prevailing in re­
cent years, such as the likelihood that the neutral level 
of the federal funds rate was somewhat below its his-
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Figure 3.C. Distribu tion of part icipants' projections fo r PC E inflat ion , 2012- 15 and over t he longer run 

t-;umbcr of pa rticip:lJU.S 

= 2012 - 20 
- 18 D September projections - JG 

June projections 

l l 
- 14 
- 12 
- 10 

-r - - - -. 8 

= r - - - G 
4 , , L 

I I I 1 I 2 

1.1- LJ- 1.5- 1.7- 1.9- 2.1- 2.3-
1.2 IA 1.6 l.8 2.0 2.2 2A 

Percent range 

Nuinbcr or 1>.vt icipant1s 

= 2013 -20 
- 18 
- lG 
- 14 
- 12 
- 10 

I~ r: 
8 

:1 TL G 

I 11 
I 

~· 
I 2 

I. I - 1.3- 1..)- 1.7- 1.9· 2.1- 2.3· 
1.2 1.4 l.G 1.8 2.0 2.2 'V I 

Percent range 

Number or pArtici1-,ant.s 

= 201 4 - 20 
- 18 
-1() 
-14 
- 12 

1: 
- 10 

- · 1 

8 

Irl 
G 

~I 
4 

I I d ±1 I 2 

I.I- l.J · I.j- 1.7· U .1- 2.1· 2.3-
1.2 !..! l.G l.8 2.0 2.2 2A 

Percent rm1gc 

Number of p:uticipnnt.s 

= 2015 -20 
- 18 
- 16 
- 14 
-12 
-10 

8 
6 
4 

I I 2 

I.I · 1.3· 1.5 · l.7- l.9· 2.1- 2.3· 
1.2 IA l.G 1.8 2.0 2.2 2..1 

Percent range 

Number of p1Ut icipnuls 

= Longer run 

~ I 
- 20 
-18 
-IG 
-14 
- 12 
- lO 

8 
6 
4 

c:: I 2 

1.1 · 1.3- 1.5 · l.7- 1.9· 2.1· 2 .3· 
1.2 1.1 l.G 1.8 2 .0 2.2 V I 

Percent range 

1\0TE: Defin itions of variables are in the general note to table I. 

AUTHORIZED FOR RELEASE

AUTHORIZED FOR RELEASE



Summary of Economic Projections of the Meeting of September 12-13, 2012 

Figurn 3 .D. Dis t ribut ion o f partici pants ' projectio ns fo r core PC E in flation , 2012- 15 
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torical norm and the fact that policy rate setting had 
been constrained by the effective lower bound on nom­
inal interest rates. Two participants expressed concern 
that a protracted period of very accommodative mone­
tary policy could lead to imbalances in the financial 
system. Participants also noted that because the ap­
propriate stance of monetary policy is conditional on 
the evolution of real activity and inflation over time, 
their assessments of the appropriate future path of the 
federal funds rate and the balance sheet could change if 
economic conditions were to evolve in an unexpected 
manner. 

Figw:e 3.E details the distribution of participants' 
judgments regarding the appropriate level of the target 
federal funds rate at the end of each calendar year from 
2012 to 2015 and over the longer run. As previously 
noted, most participants judged that economic condi­
tions would warrant maintaining the current low level 
of the federal funds rate through the end of 2014. 
Views on the appropriate level of the federal funds rate 
at the end of 2015 were more widely dispersed, with 
10 participants seeing the appropriate level of the fed­
eral funds rate as 1 percent or lower and 6 of them see­
ing the appropriate rate as 21/2 percent or higher. 
Those who judged that a longer period of very accom­
modative monetary policy would be appropriate gener­
ally were participants who projected a sizable gap be­
tween the unemployment rate and the longer-run nor­
mal level of the unemployment rate until 2015 or later. 
In contrast, the 6 participants who judged that policy 
firming should begin in 2012, 2013, or 2014 indicated 
that the Committee would need to act relatively soon in 
order to keep inflation near the FOMC's longer-run 
objective of 2 percent and to prevent a rise in inflation 
expectations. 

Uncertainty and Risks 
Nearly all participants judged that their current level of 
uncertainty about real GDP growth and unemployment 
was higher than was the norm during the previous 
20 years (figure 4).1 Eight participants judged the level 
of uncertainty associated with their forecasts of total 
PCE inflation to be higher as well, while another 
10 participants viewed uncertainty about inflation as 

1 Table 2 provides estimates of the forecast uncertainty for 
the change in real GDP, the unemployment rate, and total 
consumer price inflation over the period from 1991 to 2011. 
At the end of this summary, the box "Forecast Uncertainty'' 
discusses the sources and interpretation of uncertainty in the 
economic forecasts and explains the approach used to assess 
the uncertainty and risks attending the participants' projec­
tions. 

Table 2. Average historical projection error ranges 
Percent oints 

Variable 2012 2013 2014 2015 

Change in real GDP• ..... ±0.6 ±1.4 ±1.7 ±1.7 

Unemployment rate1 ••••• ±0.2 ±0.9 ±1.5 ±1.9 

Total consumer prices:? .... ±0.5 ±0.9 ±1.1 ±1.0 

NOTE: Error ranges shown are measured as plus or minus the 
root mean squared error of projections for 1992 through 2011 that 
were released in the fall by various private and government forecas­
ters. As described in the box "Forecast Uncertainty," under certain 
assumptions, there is about a 70 percent probability that actual out­
comes for real GDP, unemployment, and consumer prices will be in 
ranges implied by the average size of projection errors made in the 
past. Further information may be found in David Reifschneider and 
Peter Tulip (2007), "Gauging the Uncertainty of the Economic Out­
look from Historical Forecasting Errors," Finance and Economics 
Discussion Series 2007-60 (Washington: Board of Gm·ernors of the 
Federal Reserve System, November). 

1. Definitions of variables are in the general note to table 1. 
2. Measure is the overall consumer price index, the price meas­

ure that has been most widely used in government and private eco­
nomic forecasts. Projection is percent change, fourth quarter of the 
previous year to the fourth quarter of the year indicated. 

broadly similar to historical norms. The main factors 
cited as contributing to the devated uncertainty about 
economic outcomes were the ongoing fiscal and finan­
cial situation in Europe, the outlook for fiscal policy in 
the United States, and a general slowdown in global 
economic growth, including the possibility of a signifi­
cant slowdown in China. As in June, participants noted 
the difficulties associated with forecasting the path of 
the U.S. economic recovery following a financial crisis 
and recession that differed markedly from recent his­
torical experience. A number of participants com­
mented that in the aftermath of the financial crisis, they 
were more uncertain about the level of potential output 
and its rate of growth. A couple of participants noted 
that some of the uncertainty about potential output 
arose from the risk that continuation of long-term un­
employment might impair the skill level of the labor 
force or cause some workers to retire earlier than 
would otherwise have been the case, thereby reducing 
potential output in the medium term. 

A majority of participants reported that they saw the 
risks to their forecasts of real GDP growth as weighted 
toward the downside and, accordingly, the risks to their 
projections of the unemployment rate as tilted to the 
upside. The most frequently identified sources of risk 
were the situation in Europe, which many participants 
thought had the potential to slow global economic ac­
tivity further, particularly over the near term, and issues 
associated with fiscal policy in the United States. 

Most participants continued to judge the risks to their 
projections for inflation as broadly balanced, with sev­
eral highlighting the recent stability of inflation expecta-
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Figure 3.E . Dist r ibution of participants' projections for the target federal funds rate, 2012- 15 a nd over t he longer run 
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Figure 4. Uncertainty and risks in economic projections 
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tions. However, four participants saw the risks to infla­
tion as tilted to the downside, with a couple of them 
noting that slack in resource markets could tum out to 
be greater than they were anticipating. Three partici­
pants saw the risks to inflation as weighted to the up 

side in light of concerns about U.S. fiscal imbalances, 
the current highly accommodative stance of monetary 
policy, and uncertainty about the Committee's ability to 
shift to a less accommodative policy stance when it 
becomes appropriate to do so. 

.- • t 
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Forecast Uncertainty 

The economic projections provided by 
the members of the Board of Governors and 
the presidents of the Federal Reserve Banks 
inform discussions of monetary policy among 
policymakers and can aid public understand­
ing of the basis for policy actions. Consider­
able uncertainty attends these projections, 
however. The economic and statistical models 
and relationships used to help produce eco­
nomic forecasts are necessarily imperfect de­
scriptions of the real world, and the future 
path of the economy can be affected by myr­
iad unforeseen developments and events. 
Thus, in setting the stance of monetary policy, 
participants consider not only what appears to 
be the most likely economic outcome as em­
bodied in their projections, but also the range 
of alternative possibilities, the likelihood of 
their occurring, and the potential costs to the 
economy should they occur. 

Table 2 summarizes the average historical 
accuracy of a range of forecasts, including 
those reported in past Monetary Poli~ &ports 
and those prepared by the Federal Reserve 
Board's staff in advance of meetings of the 
Federal Open Market Committee. The pro­
jection error ranges shown in the table il­
lustrate the considerable uncertainty asso­
ciated with economic forecasts. For example, 
suppose a participant projects that real gross 
domestic product (GDP) and total consumer 
prices will rise steadily at annual rates of, re­
spectively, 3 percent and 2 percent. If the 
uncertainty attending those projections is simi­
lar to that experienced in the past and the risks 
around the projections are broadly balanced, 
the numbers reported in table 2 would imply a 
probability of about 70 percent that actual 
GDP would expand within a range of 2.4 to 
3.6 percent in the current year, 1.6 to 4.4 per-

cent in the second year, and 1.3 to 4. 7 percent 
in the third and fourth years. The correspond­
ing 70 percent confidence intervals for overall 
inflation would be 1.5 to 2.5 percent in the cur­
rent year, 1.1 to 2.9 percent in the second year, 
0.9 to 3.1 percent in the third year, and 1.0 to 
3.0 percent in the fourth year. 

Because current conditions may differ 
from those that prevailed, on average, over his­
tory, participants provide judgments as to 
whether the uncertainty attached to their pro­
jections of each variable is greater than, smaller 
than, or broadly similar to typical levels of 
forecast uncertainty in the past, as shown in 
table 2. Participants also provide judgments as 
to whether the risks to their projections are 
weighted to the upside, are weighted to the 
downside, or are broadly balanced. That is, 
participants judge whether each variable is 
more likely to be above or below their projec­
tions of the most likely outcome. These judg­
ments about the uncertainty and the risks at­
tending each participant's projections are dis­
tinct from the diversity of participants' views 
about the most likely outcomes. Forecast un­
certainty is concerned with the risks associated 
with a particular projection rather than with 
divergences across a number of different pro­
jections. 

As with real activity and inflation, the out­
look for the future path of the federal funds 
rate is subject to considerable uncertainty. This 
uncertainty arises primarily because each partic­
ipant's assessment of the appropriate stance of 
monetary policy depends importantly on the 
evolution of real activity and inflation over 
time. If economic conditions evolve in an un­
expected manner, then assessments of the ap­
propriate setting of the federal funds rate 
would change from that point forward. 
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FINAL 

CHAIRMAN BERNANKE. Good afternoon. Earlier today the Federal Open Market 

Committee (FOMC) approved new measures to support the recovery and employment growth. 

I'll get to the specifics of our actions in a few moments, but I'll first describe the economic 

conditions that motivated the Committee's decision to take additional actions. 

As you know, the Federal Reserve conducts monetary policy under a dual mandate from 

Congress to promote maximum employment and price stability. The United States has enjoyed 

broad price stability since the mid- l 990s and continues to do so today. The employment 

situation, however, remains a grave concern. While the economy appears to be on a path of 

moderate recovery, it isn't growing fast enough to make significant progress reducing the 

unemployment rate. Fewer than half of the 8 million jobs lost in the recession have been 

restored. And, at 8.1 percent, the unemployment rate is nearly unchanged since the beginning of 

the year and is well above normal levels. 

The weak job market should concern every American. High unemployment imposes 

hardship on millions of people, and it entails a tremendous waste of human skills and talents. 

Five million Americans have been unemployed for more than six months, and millions more 

have left the labor force-many of them doubtless because they have given up on finding 

suitable work. As the skills of the long-term unemployed atrophy and as their connections to the 

labor market wither, they may find it increasingly difficult to get good jobs, to their and their 

families' cost, of course, but also to the detriment of our nation's productive potential. 

To help bolster the recovery and promote price stability, the FOMC has provided 

unprecedented levels of policy accommodation in recent years. With our main policy interest 
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rate near its effective lower bound, we have been using two complementary tools to carry out 

monetary policy-balance sheet actions and forward guidance regarding how long we anticipate 

maintaining exceptional levels of policy accommodation. While providing this support, we have 

been prudent, carefully weighing the potential benefits and costs of each new policy action, and 

recognizing that monetary policy, particularly in the current circumstances, cannot cure all 

economic ills. 

The FOMC has taken several actions this year. In January, it extended its forward 

guidance, stating that it anticipated that the federal funds rate will remain near current levels until 

late 2014. In June, the Committee decided to continue through the end of the year the previously 

established program to extend the average maturity of the securities it holds by buying longer­

term securities and selling an equivalent amount of shorter-term securities. However, incoming 

data confirm that the modest pace of growth continues to be inadequate to generate much 

progress on unemployment. With inflation anticipated to run at or below our 2 percent objective, 

the Committee has become convinced that further policy accommodation is warranted to 

strengthen the recovery and support the gains we have begun to see in housing and other sectors. 

Accordingly, the FOMC decided today on new actions, electing to expand its purchases 

of securities and extend its forward guidance regarding the federal funds rate. Specifically, the 

Committee decided to purchase additional agency mortgage-backed securities, or MBS, at a pace 

of $40 billion per month. The new MBS purchases-combined with the existing maturity 

extension program and the continued reinvestment of principal payments from agency debt and 

agency MBS already on our balance sheet-will result in an increase in our holdings of longer­

term securities of about $85 billion each month for the remainder of the year. The program of 

MBS purchases should increase the downward pressure on long-term interest rates more 
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generally, but also on mortgage rates, specifically, which should provide further support for the 

housing sector by encouraging home purchases and refinancing. 

The Committee also took two steps to underscore its commitment to ongoing support for 

the recovery. First, the Committee will closely monitor incoming information on economic and 

financial developments in coming months, and if we do not see substantial improvement in the 

outlook for the labor market, we will continue the MBS purchase program, undertake additional 

asset purchases, and employ our policy tools as appropriate until we do. We will be looking for 

the sort of broad-based growth in jobs and economic activity that generally signal sustained 

improvement in labor market conditions and declining unemployment. Of course, in 

determining the size, pace, and composition of any additional asset purchases, we will, as 

always, take appropriate account of the inflation outlook and of their efficacy and costs. 

Additionally, the Committee emphasized that it expects a highly accommodative stance 

of monetary policy to remain appropriate for a considerable time after the economic recovery 

strengthens. This should provide greater assurance to households and businesses that policy 

accommodation will remain even as the economy picks up. In particular, the Committee today 

kept the target range for the federal funds rate at 0 to Y4 percent and stated that it anticipates that 

exceptionally low levels for the federal funds rate are likely to be warranted at least through mid-

2015. 

In conjunction with today's meeting, FOMC participants-the 7 Board members and 

12 Reserve Bank presidents-submitted their individual economic projections and policy 

assessments for the years 2012 through 2015 and over the longer run. Committee participants' 

projections for the unemployment rate in the fourth quarter of this year have a central tendency 

of 8.0 to 8.2 percent, declining to 6.0 to 6.8 percent in the fourth quarter of2015, levels that 
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remain somewhat above participants' estimates of the longer-run normal rate of unemployment. 

Participants' projections of inflation have a central tendency of 1.7 percent to 1.8 percent for this 

year and 1.8 percent to 2.0 percent for 2015. 

While the economy appears to be advancing at a moderate pace, with some 

improvements appearing in housing and elsewhere, FOMC participants see an economic outlook 

that remains uncertain. The economy continues to face economic headwinds, including the 

situation in Europe; tight credit for some borrowers; and fiscal contraction at the federal, state, 

and local levels. In addition, strains in global financial markets continue to pose significant 

downside risks. 

Before I take your questions, I'd like to briefly address three concerns that have been 

raised about the Federal Reserve's accommodative monetary policy. The first is the notion that 

the Federal Reserve's securities purchases are akin to fiscal spending. The second is that a 

policy of very low rates hurts savers. The third is that the Federal Reserve's policies risk 

inflation down the road. 

On the first concern, I want to emphasize that the Fed's purchases oflonger-term 

securities are not comparable to government spending. The Federal Reserve buys financial 

assets, not goods and services. Ultimately, the Federal Reserve will normalize its balance sheet 

by selling these financial assets back into the market or by allowing them to mature. In the 

interim, the Federal Reserve's earnings from its holdings of securities are remitted to the 

Treasury. In fact, the odds are strong that the Fed's asset purchase programs, both through their 

net interest earnings and by strengthening the overall economy, will help reduce rather than 

increase the federal deficit and debt. 
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On the second concern, my colleagues and I are very much aware that holders of interest­

bearing assets, such as certificates of deposit, are receiving very low returns. But low interest 

rates also support the value of many other assets that Americans own, such as homes and 

businesses large and small. Indeed, in general, healthy investment returns cannot be sustained in 

a weak economy, and, of course, it is difficult to save for retirement or other goals without the 

income from a job. Thus, while low interest rates do impose some costs, Americans will 

ultimately benefit most from the healthy and growing economy that low interest rates help 

promote. 

And finally, on inflation: Inflation has varied in recent years with swings in global food 

and fuel prices caused by a range of factors, such as drought and geopolitical tensions. However, 

overall inflation has averaged very close to the Committee's goal of2 percent per year for quite a 

few years now, and a variety of measures show that longer-term inflation expectations are quite 

stable. The Federal Reserve is fully committed to both sides of its mandate-to price stability as 

well as to maximum employment-and it has both the tools and the will to act at the appropriate 

time to avoid any emerging threat to price stability. 

Thank you. I'd be happy to respond to your questions. 

DARREN GERSH. Hi, Mr. Chairman, it's Darren Gersh, Nightly Business Report. Your 

forecast doesn't get back to full employment for four years, so could these new bond purchases 

go on for years? And can you give us a better idea of when you'll-if you have specifics in 

mind on when you'll know it's time to stop? 

CHAIRMAN BERNANKE. Yes. We'll be looking for signs that the economy is strong 

enough to promote improvement and sustained improvement in labor market conditions and 

declines in unemployment. I mean, that's-we're not going to be able to sustain purchases until 
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we're all the way back to full employment, that's not the objective. The idea is to quicken the 

recovery, to help the economy begin to grow quickly enough to generate new jobs and reduce the 

unemployment rate. So that's the criterion we're looking at. 

KRISTINA PETERSON. Kristina Peterson of Dow Jones. The statement indicated that 

the highly accommodative stance would be maintained until after the recovery starts to 

strengthen, but there aren't any specific economic conditions that are described. Could you 

describe what those would be? Or is the Fed-the Fed seems reluctant to have done that so far. 

CHAIRMAN BERNANKE. Well, we've been talking about our communications at the 

FOMC and trying to think about how best to communicate to the public, you know, what our 

policy reaction function, so to speak, is. And we haven't, to this point, come to a set of numbers, 

a set of data that we can put out. But what we're trying to convey here is that we're not going to 

be premature in removing policy accommodation. Even after the economy starts to recover more 

quickly, even after the unemployment rate begins to move down more decisively, we're not 

going to rush to begin to tighten policy. We're going to give it some time to make sure the 

recovery is well established. 

STEVE LIESMAN. Mr. Chairman, I want to talk about that same line in the statement. 

Does that mean that your tolerance for inflation will be higher in coming years, in the middle of 

the recovery? And, if not, what good is that language there if it doesn't tell people that the 

reaction function relative to inflation has changed? Secondly, stock prices are up today, so are 

oil prices and gold. Why aren't those part of the same reaction to the Fed's acts today? 

CHAIRMAN BERNANKE. Well, our policy approach doesn't involve intentionally 

trying to raise inflation. That's not the objective. The idea is to make sure we provide enough 

support so the economy will grow fast enough to bring unemployment down over time. I mean, 
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as we look back at the last six months or so, we've seen unemployment at basically the same 

place it was in January. We've seen not enough jobs growth to bring down the unemployment 

rate, and what we need to see is more progress. And that's what we will be looking at. In terms 

of the mid-2015 date, we think by that point that the economy will be recovering, we'll be 

providing the support it needs. But if you look at our projections, you' II see it doesn't involve 

any inflation, that we still believe that inflation is going to be close to our 2 percent target. 

STEVE LIESMAN. All right, I just need to follow up. Does this-so you're saying it 

does not include greater tolerance for inflation, that you will-you would reverse course if 

inflation were to be above your target level, even given that statement? 

CHAIRMAN BERNANKE. Well, if inflation goes above the target level, as we talked 

about in our statement in January, we take a balanced approach. We bring inflation back to the 

target over time, but we do it in a way that takes into account the deviations of both of our 

objectives, you know, from their targets. 

ZACHARY GOLDFARB. Thank you, Mr. Chairman. Earlier this year, on two 

occasions, the Fed took policy actions, which you defended as extremely important for the 

economy, but, as you mentioned, there hasn't been any improvement in the labor markets since 

the beginning of the year. Why should people believe this will make a difference? And the 

projections seem to suggest it's approximately a 0.4 reduction in unemployment. Is that the limit 

of what Fed policies can do going forward? 

CHAIRMAN BERNANKE. Well, our assessment-I talked about this at my remarks at 

Jackson Hole-our assessment, and that of the research literature, is that the policies that we've 

undertaken have had real benefits for the economy-that they have provided some support, that 

they have eased financial conditions and help reduce unemployment. All that being said, 
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monetary policy, as I've said many times, is not a panacea. It's not by itself able to solve these 

problems. We're looking for policymakers in other areas to do their part. We'll do our part, and 

we'll try to make sure that unemployment moves in the right direction, but we can't solve this 

problem by ourselves. 

ZACHARY GOLDFARB. And do you think that 0.4 percent difference in the 

projections is about what's possible? 

CHAIRMAN BERNANKE. Well, what happens is going to depend on where the 

economy goes-how much ultimate accommodation we give the economy. The 0.4 percent 

you're referring to is the change in the forecast between the last projection and this one. But 

remember, people make projections assuming that policy is appropriate. So some of them may 

have assumed these policies in their last projections, and not all are assuming these policies in 

this projection. So that's probably a little bit of an understatement of what we think we can get. 

But in any case, again, I want to be clear that while I think we can make a meaningful and 

significant contribution to this problem-to reducing this problem, we can't solve it. We don't 

have tools that are strong enough to solve the unemployment problem. 

MIKE MCKEE. You've made an eloquent explanation over the past couple of weeks of 

the Fed's ability to lower interest rates. But what's missing for many economists is how the 

transmission mechanism is going to work. Most people think this will have a minimal effect on 

rates. Can you give us an idea of how much you think it might push rates down, and why 

moving rates down a few basis points might change demand, which seems to be the problem in 

the economy? 

CHAIRMAN BERNANKE. Well, the ultimate effect is going to depend, of course, on 

how much we end up doing, and that, in turn, is going to depend on what the economy does. 
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This is a conditional program; we're going to be providing accommodation according to how the 

economy evolves. I think that's the virtue of putting it this way, is that ifthe economy is weaker, 

we'll provide more support; ifthe economy strengthens on its own or other headwinds die down, 

then it will require less support. So the amount of support we provide is going to depend on how 

the economy evolves. We do think that these policies can bring interest rates down-not just 

Treasury rates, but a whole range of rates, including mortgage rates and rates for corporate bonds 

and other types of important interest rates. It also affects stock prices. It affects other asset 

prices-home prices, for example. So looking at all the different channels of effect, we think it 

does have impact on the economy. It will have impact on the labor market, but, as again, the 

way I would describe it is a meaningful effect, a significant effect, but not a panacea, not a 

solution for the whole issue. We're just trying to get the economy moving in the right direction, 

to make sure that we don't stagnate at high levels of unemployment, that we're making progress 

towards more acceptable levels of unemployment. 

ROBIN HARDING. Robin Harding from the Financial Times. Mr. Chairman, is this the 

limit of what the Fed could do? You refer in your statement to other policy tools. If the 

unemployment situation doesn't improve, then what other measures do you have available? 

Thank you. 

CHAIRMAN BERNANKE. Well, there's a variety of possibilities, and we continue to 

look at all different options. But the two primary types of tools, as I've discussed, are balance 

sheet actions-and, of course, we can restructure those, change those in various ways; the other 

type of tool is communication tools. And we could-we continue to work on how best to 

communicate with the public and how best to assure the public that the Fed will remain 

accommodative long enough to ensure recovery. So, working with our communications tools, 
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clarifying our response to economic conditions, might be one way in which we could further 

provide accommodation. 

PEDRO DA COST A. Pedro da Costa from Reuters. My question is-I want to go back 

to the transmission mechanism because, speaking to people on the sidelines of the Jackson Hole 

conference, that seemed to be the concern about the remarks that you made is that they could 

clearly see the effect on rates and they could see the effect on the stock market, but they couldn't 

see how that had helped the economy. So I think there's a fear that, over time, this has been a 

policy that's helping Wall Street but not doing that much for Main Street. So could you 

describe, in some detail, how does it really different-differ from trickle-down economics, 

where you just pump money into the banks and hope that they lend? 

CHAIRMAN BERNANKE. Well we are-this is a Main Street policy, because what 

we're about here is trying to get jobs going. We are trying to create more employment, we are 

trying to meet our maximum employment mandate, so that's the objective. Our tools involve-I 

mean, the tools we have involve affecting financial asset prices, and that's-those are the tools 

of monetary policy. There are a number of different channels-mortgage rates, I mentioned 

other interest rates, corporate bond rates, but also the prices of various assets, like, for example, 

the prices of homes. To the extent that home prices begin to rise, consumers will feel wealthier, 

they'll feel more disposed to spend. If house prices are rising, people may be more willing to 

buy homes because they think that they'll, you know, make a better return on that purchase. So 

house prices is one vehicle. Stock prices-many people own stocks directly or indirectly. The 

issue here is whether or not improving asset prices generally will make people more willing to 

spend. One of the main concerns that firms have is there is not enough demand, there's not 

enough people coming and demanding their products. And if people feel that their financial 
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situation is better because their 40 I (k) looks better or for whatever reason, their house is worth 

more, they are more willing to go out and spend, and that's going to provide the demand that 

firms need in order to be willing to hire and to invest. 

JON HILSENRA TH. Jon Hilsenrath from the Wall Street Journal. Mr. Chairman, the 

statement says-we've come back to this a couple of times- "If the outlook for the labor market 

does not improve substantially, the Committee will continue its purchases of agency mortgage­

backed securities, ... additional asset purchases, and employ ... other policy tools." Can you 

define and describe more specifically what "improve substantially" means? And what do you­

what is the Committee referring to when it says "additional asset purchases" and "other ... 

tools." 

CHAIRMAN BERNANKE. Well, again, we're looking for ongoing sustained 

improvement in the labor market. There's not a specific number we have in mind. But what 

we've seen in the last six months isn't it. We're looking for something that involves 

unemployment coming down in a sustained way, not necessarily a rapid way, because I don't 

know if our tools are that strong, but we'd like to see an economy which is strong enough that it 

will support improving labor market conditions and unemployment that's declining gradually 

over time. That's essentially what we're looking for. In terms of the tools that we have, we have 

the mortgage-backed security purchases, which we can continue or expand or change in any­

you know, in various ways. We could also purchase, of course, Treasuries; we've retained that 

capacity. And in terms of other policies, again, there are a number of possibilities, but the one I 

mentioned to Zach in particular is our communication policies, finding ways to better explain our 

rate policies that will engender more-accommodative financial conditions. 
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BINYAMIN APPELBAUM. Mr. Chairman, it seems pretty clear that the Fed's 

announcement today has created a good deal of confusion about how long you'll keep buying 

assets, judging from the questions in this room and outside of it. Why did you choose not to 

adopt a specific target? Did the Committee consider specific targets-there have been a number 

of proposals-and why did you choose not to do that? 

CHAIRMAN BERNANKE. Well, we-the problem is that, for this purpose, that what 

we're looking for is a general improvement in labor market conditions. We want to see the 

unemployment rate come down, but that's not the only indicator, obviously, of labor market 

conditions. The unemployment rate came down last month because participation fell. That's not 

necessarily a sign of improvement. So we want to see more jobs. We want to see lower 

unemployment. We want to see a stronger economy that can cause the improvement to be 

sustained; it's not just a one-month or two-month phenomenon. We're not going to be looking 

for little wiggles in the numbers that are going to cause us to radically shift our policy. So, we, 

at least at this point, have decided to define it qualitatively. I hope I am giving you at least a 

little color in terms of what we'll be looking for. We'll be looking for, again, an economy which 

is quickening, that gives signs of continued improvement, that allows labor markets to be 

stronger, and that will be the type of qualitative criteria that we look at. We don't-again, we 

don't have a single number that captures that, but we anticipate that we'll have to do more, and 

we'll do enough to make sure that the economy gets on the right track. 

CRAIG TORRES. Hi, Mr. Chairman. Someone told me that less than 1 percent of all 

mortgages originated in the past 18 months went to borrowers with impaired credit history. So 

when we talk about people and a Main Street policy, it seems like you're struggling, like many 

other central banks, and that's to get the low rates down to-the challenge is to get them to 
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people who really need them, people who are paying high rates or companies with somewhat 

fragile balance sheets. So, given that's the case-I mean, you guys got involved in markets 

when they were dysfunctional in the crisis. What's your appetite for doing more-targeted credit 

programs if, post-election, you had a Treasury Secretary and a Congress that was willing to 

underwrite some of the credit risk? 

CHAIRMAN BERNANKE. Well, now you're talking about congressional programs, 

and I don't, you know, I don't advocate specific programs. It's up to them to make those 

decisions. I think we're seeing modest improvement in mortgage markets. One thing that's 

helping is a stronger housing market. One reason that lenders have been very constrained is they 

are worried about further house price declines that will make the collateral worth less than the 

loan. As house prices have begun to rise, as the economy has gotten a little stronger, lending 

standards have eased just a bit. There's also been other changes which are useful. I note, for 

example, that the FHF A and the GS Es have recently changed their policy on putbacks so that 

banks will have more certainty about under what conditions a mortgage will be put back to them 

if it defaults. So I think there's number of things in train that will make the mortgage markets a 

little bit more open, and that is one factor, actually, that could make our policy more effective 

rather than less effective over time-if more people have access to mortgage credit, more people 

can take advantage of the low rates that we're providing. 

GREG IP. Greg Ip of the Economist. Mr. Chairman, one of the innovations of your 

statement today is that you have for the first time explicitly predicated your monetary policy 

action on the achievement of explicit economic goals, in this case a substantial improvement in 

the labor market. Could you give us some explanation of how that conditioning will make your 

policy more effective than if you had simply done as you previously have: announced the policy 
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and then conducted it? And a technical question: When "Operation Twist" ends, do you 

anticipate adjusting the size of your asset purchases in order to maintain the $85 billion monthly 

flow of long-term asset purchases? 

CHAIRMAN BERNANKE. On the latter, when Operation Twist ends, we will be 

looking at the whole set of asset purchases in order to make decisions. We'll be looking at the 

state of the economy, as we described in the statement. In particular, what's the state of the labor 

market, what's the state of the outlook for economic growth? On conditioning, our policies have 

always been conditional in that we've always been clear that our asset purchases, for example, 

were reviewed periodically to see if they were still necessary, if they needed to be expanded. We 

did extend the maturity extension program, for example, when we thought that more support was 

needed for the economy, so our policies have always had a significant element of conditionality. 

But the idea here is to make that more explicit, more transparent to the public, make it more 

obvious that the Fed will do what's needed to provide the support for the economy. And we 

hope that what that will do is provide a bit more assurance, maybe a bit more confidence, that the 

Fed will be there to do what it can. Again, we're not promising, you know, a cure to all these 

ills. But what we can do is provide some support, and by assuring the public that we will be 

prepared to take action ifthe economy falters, we're hopeful that that will increase confidence 

and make people more willing to invest, hire, and spend. 

PETER BARNES. Sir, just to follow up on-Peter Barnes with Fox Business-to follow 

up on Darren's questions, a question about getting back to full employment. It looks like there's 

a lot more work to do here. And so I wanted to ask you about your plans as Fed Chairman­

your term expires in January of2014. Governor Romney's comments notwithstanding, what are 

your plans? Do you plan to leave at that time? Would you consider an appointment to a third 
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term at the Fed at all? And then, if I may, on election year politics, is there any-do you have 

any concern or was there any discussion within the Committee about whether or not your actions 

today might be perceived as helping President Obama, helping the economy, and thus helping 

President Obama get reelected and hurting Governor Romney's chances in the presidential 

contest? Thank you. 

CHAIRMAN BERNANKE. Well, on the former, I'm-I have a lot to do. I am very 

focused on my work, and I don't have any decision or any information to give you on my 

personal plans. On the politics, we have tried very, very hard-and I think we've been 

successful-at the Federal Reserve to be nonpartisan and apolitical. We make our decisions 

based entirely on the state of the economy and the needs of the economy for policy 

accommodation. So we just don't take those factors into account, and we think that's the best 

way to maintain our independence and maintain the trust of the public. 

DONNA BO RAK. Chairman, Donna Borak with American Banker. My question 

pertains to Basel III. Community bankers, as you know, have been very worried about the 

impact that these rules will have on their banks, especially given the fact that there's been some 

industry consolidation, and some have even questioned whether or not the Fed has actually 

looked at the impact that the rules would have on smaller-sized institutions. So my question for 

you is, will there be relief for the smaller institutions, and can you provide any assurance that this 

will not be a one-size-fits-all regulation? 

CHAIRMAN BERNANKE. Certainly. We are very interested in and very focused on 

community banks at the Fed. We believe they play a very important role in our economy and in 

our communities. We have a number of ways of communicating with community banks. It 

includes our advisory council made up of community bankers. It includes a special set of 
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programs we have to reach out and talk to community bankers. So we are very interested in their 

views. I speak regularly to conventions and the like and talk to various groups. In terms of 

Basel III, of course, it's not one-size-fits-all. Many-and, indeed, many of the most difficult, 

complex regulations apply only to the largest and most complex institutions-for example, the 

capital surcharge that the largest banks have to hold, the complex rules applying to trading books 

and derivatives, the extra supervision under section 165, the orderly liquidation authority, the 

liquidity rules-the whole range of things that apply only to the largest, most complex, and 

internationally active banks. For the smaller banks, what our proposed rule does is try to 

strengthen their capital, and many small banks will already meet those capital requirements. 

Smalls banks tend to be very well capitalized. But, of course, it's important for small banks to 

be well capitalized as well as large banks. And there's a leverage requirement. But, again, most 

of the rules, most of the-particularly the most complex rules in Basel III will not apply to the 

smaller banks. Indeed, banks under $500 million have special exemptions from these rules. 

Having said all of that, I remind you that what we have now is a proposed rule, and we're 

receiving comment on that. We have a subcommittee of our supervision committee with two 

experienced-one community banker, one community bank supervisor on it from our Board who 

are particularly interested in making sure that the rules are not excessively onerous, and we will 

be looking at the comments and trying to make sure that we take into account the needs of 

community banks when we put out the final rule. 

GREG ROBB. Thank you, Mr. Chairman. Yesterday former Fed Governor Larry Meyer 

at a conference in Washington said he'd never seen such a divided Fed. And we see it, we who 

cover the Fed see it in the speeches, in the run-up to today's decision. Some people said that it 

was dubious whether QE3 would work. Could you comment on former Governor Meyer's 
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suggestions, and then-and sometimes don't you think, don't you wish that some of the Fed 

officials who don't support QE would keep their-keep their fears to themselves? Thank you. 

CHAIRMAN BERNANKE. Well, as you know, we are living in a very complex time 

and dealing with a complex economic situation and a variety of novel and different issues, 

including new policies that haven't been used in the same way in the past, and so naturally we 

have a range of views, a range of opinions. I think on the whole that's probably a good thing. 

It's good to hear different points of view, and it's good to make sure that the points of view that 

are outside the Fed are reflected in the discussion around the table inside the Fed. So we have a 

very collaborative and collegial discussion process, that, again-that spans a range of views. We 

were, however, able to come to a pretty good consensus-as you know, the vote on this was 11 

to I-and that's a sign that the broad center of the Committee does support these actions and will 

continue to support them going forward. 

GREG ROBB. Does the negative commentary hurt QE? Could it, if people in the 

market don't think it will work? 

CHAIRMAN BERNANKE. There's going to be negative commentary whether it comes 

from Fed officials or not. Again, because there's a range of views-some people think it's more 

effective than others. I discussed some of the evidence in my speech in Jackson Hole, and I 

talked about the fact that, you know, different researchers have gotten different estimates of the 

impact. Virtually all of them find that there is some beneficial impact, but they disagree on how 

much. So, there's going to be disagreement. And again, I personally don't think that it's a 

panacea, I personally don't think it's going to solve the problem. But I do think it has enough 

force to help nudge the economy in the right direction. 
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MICHELLE FLEURY. You said that you can't cure all ills, that you haven't got strong 

enough tools to deal with the unemployment problem. I was curious to know what policy 

actions you'd like to see outside the Fed to try and address this. And, secondly, also on the 

"fiscal cliff," the expected spending cuts and tax increases, how concerned are you about that? 

And what ammunition do you have to deal with that, ifthat becomes a problem? 

CHAIRMAN BERNANKE. Well there's, again, a range of areas where actions could be 

taken, and I can't really prescribe all those possible responses. I would focus, I think, on the 

fiscal side. We currently have the so-called fiscal cliff. If no action is taken, there's going to be 

a very substantial increase in taxes and cut in spending on January I of the coming year. The 

CBO has suggested that if that's allowed to take place, that it would cause unemployment to 

begin to rise, and it might throw the economy back into recession. So I think one very basic 

thing that could be done to help address the recovery-the weakness of the recovery and the 

need for more employment-would be to address the fiscal cliff while simultaneously addressing 

longer-term fiscal sustainability issues which remain, of course, very serious. So that's one area 

where there is a lot of potential benefit. If the fiscal cliff isn't addressed, as I've said, I don't 

think our tools are strong enough to offset the effects of a major fiscal shock, so we'd have to 

think about what to do in that contingency. So I think it's really important for the fiscal 

policymakers to, you know, work together and try to find a solution for that. 

PA TRICK WELTER. Mr. Chairman, my name is Patrick Welter with the German 

newspaper Frankfurter Allgemeine Zeitung. I have two questions, if I may. One is in the 

projections. In the economic and inflation projections, you foresee a low inflation rate below 

2 percent to 2015-not you personally, but the FOMC. I am wondering, if you look at the 

growth rates, you have growth rates of about 3.4 percentage points in 2014 and 2015. How long 
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do you think that it might work that you have such strong growth and no inflation pressure? And 

the second question, ifl may, is, a lot of economists don't see too much effect out of the further 

round of QE3. Aren't you worried that, in promising that you will do whatever you can, even if 

it is tiny, small, that you give some kind of carte blanche to the fiscal policy and to the Congress 

not to do enough on their side of the policy action? 

CHAIRMAN BERNANKE. Well, the-on inflation, we do anticipate at some point 

what's normal in a recovery, which is, given that the economy fell very quickly and there's a lot 

of unused capacity, there's a lot of slack in the economy, it would be normal that there would be 

a period where the economy would grow faster than trend in order to make up some of the slack 

that was created. So we don't anticipate the economy is going to be overheating anytime soon. 

And as long as we pay close attention to inflation expectations as well as the trajectory of the 

economy, we think inflation will remain close to our 2 percent target. On your second question, 

certainly, there is a range of views on how effective these tools are. I've spent a lot of time, as 

all of my colleagues have, looking at the evidence, and, of course, the staff here have done a 

great deal of work on the question. And the bottom line for most of it, most of the research, is 

that while these tools are not so powerful that they can solve the problem, they are at least able to 

provide meaningful support to the economy. Our job is to use the tools we have to meet our 

mandate, which is maximum employment and price stability. So if we have tools that we think 

can provide some assistance and we're not meeting our mandate, then I think that our obligation 

is to do what we can. Of course, we would like to see policies across the board to help address 

these issues. But, you know, that's not our province; we are the monetary policy authorities, and 

our job is to use monetary policy as effectively as we can. 
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STEVE BECKNER. Steve Beckner of MNI, Mr. Chairman. There have been concerns 

raised, questions raised by people like Columbia Professor Michael Woodford and others about 

the credibility of your forward guidance on the path, the future path of the federal funds rate­

the idea being that, to the extent it's conditional, it's not really convincing and doesn't provide 

the kind of confidence that you referred to. Now, on this latest statement, you've removed some 

of that conditionality. I am particularly struck by the statement that ''the Committee expects that 

a highly accommodative stance of monetary policy will remain appropriate for a considerable 

time after the economic recovery strengthens." I assume that was done to make your forward 

guidance more credible, and yet the question remains whether, you know, as the economy picks 

up steam, whether the FOMC will really follow through and keep rates low or whether you will 

do as the Fed has always done and begin to raise the funds rate. 

CHAIRMAN BERNANKE. Well, that's an important question. Michael Woodford­

who, by the way, is my former colleague and coauthor and friend, so I know him quite well, and 

I know his works quite well-I think, actually, the thrust of his research is that forward 

guidance-communication about future policy-is, in fact, the most powerful tool that central 

banks have when the interest rate is close to zero. And he advocates policies like nominal GDP 

targeting, for example, that would essentially require credibility lasting many years, the 

implication being that the Fed would target the nominal level of GDP and promise to do that for 

many years in the future even if inflation, you know, rose as part of that policy. So his own 

perspective is that credibility is the key tool that central banks have in order to get traction at the 

zero lower bound. Whether we have the credibility to persuade markets that we'll follow 

through is an empirical question. And the evidence, which I also, again, discussed in my 

remarks recently, is that when we've announced extended guidance, that financial markets have 
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responded to that, that private-sector forecasters have changed their estimates of what 

unemployment and inflation will be when the Fed begins to remove accommodation. So the 

empirical evidence is that our announcements do have considerable credibility. And I think 

there's a good reason for that, which is that we have talked a lot both publicly and privately 

about the rationale for maintaining rates low even as the economy strengthens, and I think the 

basic ideas are broadly espoused within the Committee. And so there is a consensus that even as 

the personnel change and so on going forward, that this is the appropriate approach, and that by 

following through, we will have created a reserve of credibility that we can use in any 

subsequent episodes that occur. 

DON LEE. Don Lee with the L.A. Times. With mortgage rates already at historical 

lows, how much further do you think the actions, your actions, will drive down the rates, and 

related to that, I'm assuming that you expect the purchases of mortgage-backed securities to have 

a meaningful effect on refinancings and housing activity. What would that look like? What 

would that meaningful effect mean? 

CHAIRMAN BERNANKE. Well, again, as I mentioned before, it's true that our 

mortgage-backed securities purchases ought to drive down mortgage rates, and put downward 

pressure on mortgage rates, and create more demand for homes and more refinancing. But it will 

depend, again, ultimately on several things. One will be on the amount that we do, the amount of 

purchases that we do, and that in turn is going to be a function of how the economy evolves. If 

the economy is weaker, we'll do more, and in those cases, probably rates would be pretty low at 

any case because the economy is looking weak. If the economy is stronger, strong enough to 

create improving labor market conditions, we won't have to do as much. And so, the amount 

that we do depends on how the economy evolves. So, since I don't know exactly how much 
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we'll end up doing, it's a little bit hard to give you an exact estimate. So I think that's, you 

know, in terms of how many homes and those kinds of questions, again, I think that the markets 

. are looking-are looking a little better. I think that house prices are beginning to rise in some 

markets, which will encourage people to look at homes, will encourage lenders to make more 

mortgage loans. So I'm hopeful that we'll see continued progress in the housing market; that­

that has been one of the missing pistons in the engine here. Housing is usually a big part of the 

recovery process. We haven't had that nearly to the usual extent, and to the extent that we can 

support housing, I think that would be a very useful outcome. 

DON LEE. There doesn't seem to be that many people who could qualify for 

refinancings. Can we expect a meaningful effect on an increase in refinancing activity? 

CHAIRMAN BERNANKE. Well, I think there'll be some, but you get more benefit 

when people buy homes. And sales of homes are down still, but they have been rising steadily, 

and we're trying to provide more support for people who want to go out and buy homes, 

construct homes, and also those who want to refinance. But it's the purchases of new homes that 

generate the construction activity, the furnishing, all those things that help the economy grow. 

SCOTT SPOERRY. Scott Spoerry with CNN and CNNMoney. Earlier this year at one 

of your news conferences in this room, you said that you were already hearing anecdotal 

information from some of your colleagues at the regional Fed Banks about firms, companies 

making decisions on hiring next year because they were afraid of the fiscal cliff or whatever the 

federal government was going to do in terms of-in terms of cutbacks. It's been a few months 

since you made that statement, and I'm sure your staff are working hard on it, but how much of a 

headwind to the economy is the fear of the federal government just sort of cutting way back, 

falling across the fiscal cliff or even-even if they take a few steps back from the cliff, it's still 
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there. How much is that fear contributing to lack of.-lack of growth or adequate GDP growth in 

the economy? 

CHAIRMAN BERNANKE. Well I-you know, it's pretty hard to give you a number, 

but I can certainly confirm that as the Reserve Bank presidents and Governors made their reports 

today and yesterday around the table, there was considerable discussion of uncertainty, including 

policy uncertainty, fiscal policy uncertainty, and the implications of that for hiring and 

investment decisions. A lot of.-a lot of firms are waiting to see whether that problem will be 

resolved. And if so, how? And I think it is a concern. It is something that is affecting behavior 

now. But again, I don't know-I don't have a number, I don't know how big that effect is, but, 

certainly, the sooner that can be resolved, the sooner it can be clarified, it will be beneficial not 

just because we avoid the cliff itself, but because we clarify for firms, for employers and 

investors, how that's going to be resolved. So, I think it's an issue that is of some consequence, 

yes. 

CATHERINE HOLLANDER. Hi, Mr. Chairman. Catherine Hollander, National 

Journal. How much was the fiscal cliff a decision, or a factor in your decision, to do an open­

ended QE instead of a fixed sum? Or fiscal uncertainty more generally? 

CHAIRMAN BERNANKE. Well, we take the economy as we find it. There are a lot of 

headwinds right now that are affecting the economy. There's fiscal headwinds. There's 

international factors, including the situation in Europe. There's factors arising from still­

impaired credit markets, and so on. So we looked at that-looked at the economy from the 

perspective of, you know, how quickly it's been growing over the last six months to a year. And, 

as I talked about in a speech in March, in order for employment gains to be sustained, for 

unemployment to fall, the economy needs to grow at or above trend levels. And lately it's not 
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really been at trend. So we've been responding to that problem and trying to take steps that will 

assure somewhat stronger growth and, we hope, will help bring unemployment down over time. 

Now, again, the fiscal cliff, the uncertainty about the fiscal cliff, is one of the factors, one of the 

headwinds, but I'm sure there are many others, and we don't try to differentiate among them in 

any sense. If the fiscal cliff does occur, I suspect it won't, and I hope it won't, but if it does, and 

we get the kind of impact the Congressional Budget Office is talking about, as I've said, I don't 

think the Federal Reserve has the tools to offset that, and we would have to rethink at that point. 

But we've taken the steps we've taken now because we'd like to see the economy gather more 

momentum, and the more momentum it has, the better placed we are to deal with any shocks that 

might come down the road. 

MARCY GORDON. Marcy Gordon with the Associated Press. One of the aspects 

we've seen in recent reports on unemployment is the shrinking labor force. Is that something 

that's of specific concern to you, and what does it tell us about the labor market and the 

economy? 

CHAIRMAN BERNANKE. Well, you are absolutely right. And as I mentioned earlier, 

the unemployment decline last month was more than 100 percent accounted for by declines in 

participation. Some decline in participation is anticipated, is as expected. We're an aging 

society. We have more people retiring. Female participation has flattened out; it hasn't 

continued to climb as it did for several decades. We're seeing less participation among younger 

people, fewer college students taking part-time jobs and the like. So part of this decline in 

participation was something that we anticipated quite a long time ago, but part of it is cyclical. 

Part of it reflects the fact that some people-because they have essentially given up or at least 

are very discouraged-have decided to leave the labor force. And the anticipation is that if the 
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economy really were to strengthen, and labor markets were to strengthen, at least some of those 

people would come back into the labor force. They might even temporarily raise the 

unemployment rate because they're now looking again. So the participation rate over and 

above-the decline in participation rate over and above the downward trend is just one of the 

other indicators of a generally weak labor market. And it's why I said earlier that we do want to 

look at a range of indicators, not just the unemployment rate, although that's a very important 

indicator, not just payrolls, although that also is a leading indicator, but participation, hours, part­

time work, and a variety of other measures which suggest that our labor market is still in quite 

weak condition. 

Thank you. 
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Reserve has had an ohligalinn to maintain records or 
1hc Commillcc·s policymaking. aclions and lo publish 
those records ii1 i Is annual rcporl lo lhc Congress.• 
Accordin~lv. 1hc Federal Reserve inilially published 
a summ:u:/or FOMC procecding.s once a year. Over 
1imc. ht,wcvcr. as views :"tbllllt puhlk :t<.'Cess I<> infM­
Illatil>n d1:in~cd and ns linarn.·i.if markets m:uured. 
hn,adencd. :l;td deepened. 1hc re >MC pnwidcd nll,rc 
inform:11ion mMe promptly. gl>ing well hcyond 1hc 
hask infonn:Hil'm required by 1hc fcdcr:ll Reserve 
Act. 

This ar1ide focuses on the mim11es and their pm­
duc1ion. hut the minuies arc hy no means the sok 
source or puhlic i11l'onna1ion ahout FOMC policy­
mak"ing.. For example. 1hc Commitlee releases a st.1te­
mcnt on 1hc same day 1ha1 polky decisions arc made. 
1he Chairman provides semiannual lcstimnny 10 lhc 
Con1!rcss. amt the Board submits semiannual Mone­
tary .. Policy Rcpor1s. whkh in<.'lude a summary or the 
economic projccl ions or I he Board memhcrs an<l 

:\1 rrr. Th<' :iuthi'll'S :ir,' ~r:u,•rul !°ill' h.-lpl"ul l'omm,·111~ r,'C'<'iwd. 
,•sp.•d;11ly fn1111 th,·ir 1,,rm,·r n11l,·:1ft1,·s ~,,nn;111J B.:rn:ml :rnJ Da,·iJ 
1..inlls,·y. 

1. s,'l'tii\11 111. p:1r:\l!1~\,.,h 111 ,,r 111,, 1 :,,d,•1·:,1 R,'i:,•r, ,, A(·t st:i(.-i:: 
··Tiw B,"1rJ ,,r fi,,wrn:•rs 11f tlw f-,·J,·rnl R,·s,·rw S~·st,·m sh:1111.,·,·p :1 
l·,,mpl,•t,• r,•l·11rJ ,,f tlw .al·ti,•n t:1l;.,•11 hy th,· Thi:1rJ :111J h~ th,· ~,·J,•r:11 
( >p,•n ~iark,•t < ·,,mmitt,·,· up,,11 nll ,111,-sti,,ns '.,'r p.,lky rd:1t111!! ~" 
11p,·11-m:1rk,·t •'Jl\'r:1ti,,11s ;111J sh:111 r,·~·,,rJ th,•r,•111 th,· n•t,•s t:1k,•n 111 

l"11111h'1:ti,,n with th,· lk·t,·rmin:1th111 cif ,11l,•n-m:ark..i p11lid,•s :111J th,• 
r,•:1s11ns und,•1hfoc th,· :1l·ti11n ,,r llh· U,1:1rd :111J th,· l ~ommill.:,· in ,·:1d1 
inst:lllw. Th,• ·u.~u·J sh:111 ... i1u:h1lk· in its :11111u:1I ,._.,.,.,rt 11, th,• 
Cun:!r,•s.-. ... :1 l"t~ly 111' th,• r,•,:,,rJ:- r,•,1uir,•J 111 h,• k,•pt unJ,•r th,• 
pr, wish ,ns , ,f this p:ar:,:?r:tph.'" 

Reserve Bank prcsidenls. In addition. lhe Chairm:111 
tcstitks 011 the econrnny and 01hcr lopics 011 several 
tli..Tasions during lhe year: Commitlcc memhcrs regu­
larly g.ivc puhlic speeches: and a wide range or 
documents. including. FOMC mecling. 1ransaip1s. is 
made availahle artcr a live-year lag. 

Hl.\TO/ff 

The I :cdcral ( )pen Markel Commit1ee was crea1ed 
in its modern form by 1he Banking Act or 19.~5. and 
rnr much or its hislory. 1hc publidy available reports 
from its mcc1in~s were the .. Records or Policy 

~/\<:Ht,11s~·:...=a1so i111l\\'n as fhe .. Pohcy Record. (Sec 
timdinc chart of past and present nomcndalurc.) 
For ils own use. 1hc Commi11ce inilially mainlained 
extensive .. minu1es:· which were detailed records or 
:111endant·c. discussions. alid decisions al each mcel­
ine. These minules remained l'Onlidcntial~ and lhc 
R~conls of Policy Aclions. which were puhlishcd 
once a vcar. were the otlkial s1a1emen1 or FOMC 
policym;iking. for decades.2 Al lirsl. the Records or 
Polin Actions included only a paragraph or 1wo or 
hack<~round or reasonin~ behind cad1 aclion. How­
ever.:-lhcse records ~re\.; m·cr lime and had reached 
an a,·0ra~c of ahl;UI five pag.es per mec1ing. hy 
1hc mid-J 960s. when the Commillcc reviewed its 
infrmnntk,11-discl(,sm·c practices. 

/967-Rclease <!f Record cf Policy Actions 
i?fter Nincrr nays 

ln dist'ussions und1.makcn in light of the pending 
effective dale of 1hc freedom of Tnforma1ion Act. the 
Commi11cc a!!rccd thal informa1ion ahoul monelary 
policy dcdsi~ms should he made a\'ailahlc 10 the 
puhlk on a timely basis hut th:11 c:mtion w:1s needed 
so lh:1t lhe informa1io11 released would not impair the 
Commit1ce·s ahflity lo rormufale and implement pol­
kv. The consensus 1l1al emerged was 1ha1 t"hc time lag. 
rn; the release or information shou"ld l1C shor1encd. 

Accordingly. in June 1967, the Commiuec 
annount·ed that it \.Vould rc"lcase the Record of Polky 
Actions iihout nincly days al'ler each mccling and 

~- In I i)(-,4. th,• Ft",~fC m:1J,• th,· minut,•s 1'11r th,· Fars I •))6-e;i·, 
:1\·:1il:1hl,· It• tlh· puhlk 1lm1u!!h th,· ~:ili,111:11 ;\rd1ives. 
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Reports from.FOMC Meetings: Past and Present Nomenclature 

Puhlishcd 
Summarks or 
Meetings 

lkcon.l of Policy /\l'tions* 

1936 1993 
Minutes or Al'tions 

··--- ... ---·-1967- - -· - - - .. -.-__:j 993-- ------··-·. - . -...... 
Minuh:s 

1993 Present 

I kltlilcd Internal Minut..:s 
Accl ,m11s l ,f ti-I --------.. 1 

Mc..:ting.s 1936 1967 
Memorundum 

I of l>isnission i 
1967 1976 

Tnmsl'ripl 

1976 Present 
..... --··· .. ·---l-----------------------------------------1 

would also publish it in 1he Fedl'rctl RC'.'iC'ITC' nf{lfl'lin. 

The Crnmniuec believed lhal a ni11e1y-day la& would 
he a rda1.ivdy safe starlin& point. and 1hat. as cxpcri­
c11cc was g.ainl!d. ii might he possihle lo rcdm:c the 
lag het ween policy action and puhlkation. 

Thi.! Con11ni11ee also beg.an lo make available on 
the same sd1edulc a new <.hx:uml!nt-a companion 
piecl! to thl! Record of Policy J\ctions-thal was 
called ··Minutl!s of Actions:· This d,l<.·umcnt indudcd 
summaries of all al'lions (hnth pnlky actions and 
nonpolky ac:tions. sud1 as pnx:cdural or organiza­
tional votes) as well as a list of allendecs. The doc:u­
mcnl did not Stille lhe reasoning. behind the actions 
or ~i\'C any indkat.ion of the discussion al the meet.­
ing.: that information was covered in 1hc Record or 
Policy t\c1io11s. The mu1~rial previous( y induded in 
the fOMCs internal minuh~s was now in effect splil 
inlo 1wo dorume111s-1hc Minu1es of Actions and lhe 
·· Memorandum of Disrussirn1." a delaifed al'l'ounl 
or 1he discussion at each mcl!ting.. Subsequently. 1hc 
Commi11ec beg.an releasing. ils internal minutes. and 
later 1he Memorandum of Discussion. 10 the puhlk 
with a lag or ahoul live years.l 

.,. ln 1'><,7. th,'< \,nunill,\.' ~,'m 111'' i111,•rn:\I minm,'s l,)r 1 •1c,1 hi th,• 
~:tli"n:11 Ar~·hh·,-s. In 1')7i1. it m111smi11,•J th,t~,· fnt f•)6~-<15 :anJ 
J,•dJ,·J llll :1 r,·~ul:1r sd1,·lluk· "I' rd,•:1sin~ th,·m :1f1,•r :th<'ul riw y.':trs. 

1975-Rdease of Record of Pofic.T Actions 
t{tier Fort_,·-Fh'e./)a_rs · · 

In the years :1lkr 1l1e passage of the Freedom or 
Inrormalion /\ct. ii became dear thal there was a 
suhs1:111tiid puhlk appelite for furfher and more-
1ime'ly inlc.mna1io11 rclall.!d to fhl.! Commillcc·s 1111.!el­
ing.s. Commilll!e discussions ahout. 1he sd1edulc and 
co111cn1 or exis1ing. information releases resu·llcd in a 
dedsinn to rut lhc htg on the release of the Record or 
Polky Actions from ninety days to forty-li\'e days. 
The Mard1 I 'J75 :umouncemenl ahoul shortening. fhe 
release lag. time noted that ··in the Hg.ht of experience. 
I he Commillee decided 1ha1 a delay as long as 90 days 
,vas no long.l.'r rux·essary lo a\'oid an unac<.·eptahk 
deg.rec of risk 1ha1 speculators would he able to take 
unfair ad\'a111ag.c of lhe i11Jc.,rma1ion or that market 
re:wliuns would impair 1h0 dlh~1iven0ss of lhe Com­
millee·s runrlions ... 

1976-Earlier Release ,f Le11gt/Jened Recore/ 
td" Policy Actions 

'In May 1976. the Cummi11ee annou,1ccd thal an 
expm1ded version of the Rewrd of Policy Actions for 
each mecling wi,uld he rclc:1scd a few df1ys after the 
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suhsequenl meeling.."' Because 1he Crnnmi11ee was 
meelill!! mo111hly al lhat poinl. 1hc la!! shor1cncd 10 an 
average ol":jus1 over 1hir1y days.~ The expamkd d0<:u­
men1. whkh was :1pproxima1cly doubled in Ieng.th. 
included a fuller disn1ssion or cconomk and linan­
dal developments and more informal ion on mem­
hcrs · vic,.vs on current and longer-nm policy issues. 
Al lhe same 1.ime. 1he Conuni11ee dedded that contin­
ued produrlion or the Menh,randum or Discussion 
was no lon!!er me1i1ed. 

IYY3--- Co111hinario11 of the Record of 
Policy Actions a11d A1i11ures <~f Acrit;ns 

Congressional in1cres1 in FOMC information dis­
closure picked up suhs1an1ially in the early 1990s. To 
dispel some conrusion 1ha1 arosc in the midst of 
discussions ,:vith the Congress ahoul informalion 
release and lo simplify ils procedures. lhe Commillee 

- decided io ctnnhine the content or the R-c<.·nrd or 
Policy Actions and thal or lhe Minules or Action into 
a sing.le document callec.l 1he .. Minutes or 1he FOMC 
Mec1ing.:· Also. lhe Commit1el.! agreed 10 c,ms1ruc1 
lig.1111 y edited t r:mscri pis of i Is previous meel ing.s 
from unc<lilcd 1r.111scrip1s da1ing. hack 10 1976. which 
would he released 10 1he puhlk wilh a lag. of :1hou1 
five years.c, In early JtJ95. lhe Commillee decided lo 
follow 1he same puhlkalion praclkc for future 1ran­
scrip1s as well. 

21JlU-Re/ease <f the Minmes ,~tier 
Three \freks 

In Deremher 200-L the Commi11ce announced 1hat it 
would expedite the relcasl.! or 1he minull!s ,)f its 
meetin!!s to three weeks al'icr each mcelin!!. a redut·­
tion of he I ween two and live weeks in 1hc I ag (the 
previous release schedule had depended on lhe tim­
ing of 1he suhsequcnl mecling. whkh wuld vary hy 
several weeks). Tn support of this c.lcdsion. panki­
pants al 1ha1 f-OMC mec1ing notetl 1ha1 thc minutes 
contained a more rrnnplele and more nuanced expfa-

-1. In pr:1l·tk,·. lhi.-. lk•dsh111 n1-•:1111 th:1t th,• minut,•s w ... ·r,· r...-1,•:i."'·J 
,,nth,· FriJ:i,· :1n,•r th,· n,·xt m,·,·tin!!. Th,·,· l"11ntinu,·J h• Ix· r,•k:1s,-J un 
th:11 s1..·h,•Jul,· until ,•:1rly J')•l7. wiwn 111:, 1..-l,·:1s,· w:1s shift.·J h• th,· 
llmrsJ:1y :1ft,•r th,· 11,·xt ni.·,·ting. 

:i. In J•>XI. wh,·n th,• F( >'.\1<' 1..·ut its m,•,•tini: sdh•Jul,• h:u:k 111 ,•ii:hl 
l\'!Wlarly s,:h,•Jul,•1..l n1-•,•tings ,•:11:h ~-.·:ir. th,• l:1; "" r,·1,·:,sing tlw polii,;y 
r.!1..0 11nl l,•ngth,•11,•J 1..·11111..·11mil:1n1ly: '";\ f,•w J:1ys :11'1,·1· th,• suhs,•ltU,'111 
m,•,•tin.{" 1..·:1111,· h• m,•:111 :1 puhlk:1tiun J:11,• th:11 was ,,n,·,• :1g:iin :1h,1ut 
f11rl\'-li\',• J:1\'s. ,,n :l\-.·r:1i:,·. :11'1,•r th,'. m,,·tinc. 

,{ T,, J:11~. tr.msli·ipt~ f,,r f •)7•l-•)•) ha,·~ h,•,•n r,·l,•:1s,·J: f•)7<),-7x 
:u·,· p,•nJing. 

'""'-' 
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nalion of' lhc reasons for the Commillee·s decisions 
and ,·iews or 1hc risks 10 1hc ou1look 1h:111 was pos­
sihlc 10 include in the pos1-mee1ing :umom1<.·eme111. 
They also noted 1ha1 the earlier release would help 
markc1s in1erpre1 cwnnmk developments and prcdid 
1hc course of in1ercs1 rales and 1ha1 lhe minutes would 
provide a more up-to-dale m111ex1 for puhlk remarks 
hy im.Jividual policymakers. Some concern was 
expressed. however. lhal lhe linandal markets l'ould 
misinlerprel lhc mi11u1cs a11d thal lhc specler or early 
release multi either impair 1hc discussio11 al FOMC 
meetings or lead In less-<.·omprehcnsivc. and 1herc­
forc less-usefuL mi11u1es over time. On halan<.'C. lhc 
Crnnmillce viewed the pluses as ou1wcighing lhc 
minuses and dcdded unanimously to expedite lhc 
rclcasc or 1hc minu1cs. 

C<JN"/'l:'N1" 

-The H>MC exprcssl.!d ils views on lhe content ,>r the 
minutes years ago when it said 1ha1 the <.ltx:umenl 
.. cotllains a rull and acrurate rcpon or all ma11ers of 
policy discussed and views presented. dearly sels 
forth all policy actions laken hy 1he FOMC and lhe 
reasons 1hercl'<>r. and indudes lhe voles hy indi\·idual 
mcmhers on each policy aclion ... 7 In practice. 1his 
mcans 1ha1 the minules <.'over all polky-rcla1ec.l 1opil's 
fhat rcccivc a sig11ilil'a11t amount of a11cn1ion al the 
mceling am] lhcy rernrd lhc policy decisions and lhe 
reasoning. supporting lhosc decisions. All policy voles 
arc recorded. If 1here is a dissent. tJ1c reason for the 
dissent as expressed at the meeting is indm.kd in lhe 
minu1cs. All allcndccs al th!.! meeting arc named and 
idenlilicd hy tillc and allilialion. Bcrause 1hc <ihjet·­
tivc or 1he minutes is lo provide a f:tir. accurale. and 
comple1c re<.·ord of the FOMC mectin!!. on'Jy informa-
1 ion that was avail:1hle al 1he lime of lhe meeting. 
is rcOec1ed in 1he rontenl of the minu1cs. and only 
opinions 1ha1 were expressed at the meeting. arc 
included. Subsequent information-such as a market 
rcaclion 10 the pos1-mee1ing stalcment. new eco­
nomk dala. or any nolalion voles or unsdu:<lulcd 
f'OMC meetings 1hat miglll occur hei'orc lhe puhli­
t~ation date of thc minutes-would 1101 he included 
in the minutes for 1ha1 mec1ing: it woultl he rcllcc1ed 
in lhe minutes or the nexl regularly schedu'Jcc.l 
mce1il1g. 

7. fr11m 1l1.· '\fard1 Iii. 1•)77. f-(>'\1C-St:1t,•m,•11ts ,,fJl,aky. wl1kl1 
j;o; :l\':1il:1hl,• in th,• Ft•cif'l'dl Re•.,.,.,,.,, Rc•.i:11lt1/11ry.· SC'11·i,·c•. ,·,,(. -1. hi\.'. 
lhl. ~--'i.\11. ·m:11 st:11,'lll\'111 r,·l'.:1T .. 'll sp,•dlk:1lly hi th,• R.!,·1,rtl ,,r l\1lky 
i\(.·ti,,ns. wl1kl1 :1t tl1,• tin11.• w:1s th,• fmh:ti,,n:il ,•,1uiv:1l,·1u ,,f th,• l"UIT,·111 

minut,•s. 
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Co11re11tio11s ,~f Language 

The minules 1ry 10 <.'011,·cy dearly lhc co111e111 of 1he 
meeling. 1hrou11h <.·ommonly used language. /\1 1imes. 
1he minules use spi:l'ilk lerms in lhe inleresl of 
precision. For example. the minutes distin&uish 
:unong. . the 1enns ··members." .. meelill!! partki­
pa111s:· and .. s1air:· .. Members .. refers only h> lhe 
1wclw members of the FOMC-namdy. lhc indi­
viduals cli!,!ible 10 vole al. 1ha1 meeling.-,,.,·hereas 
··meelill!! par1ic:ipan1s" irn:ludes holh lhe memhcrs 
aml lhc seven nom·o1ing. Reserve B:ink presidents 
(or lhose a11ending. in their s1ead>. The views of all 
mecling pankipmus arc im.:luded in 1he discussion or 
currcnl economic condilions and 1he oullook. When 
ii comes lo lhe descriplion of 1he policy discussion 
(usually 1hc linal fow paragraphs of lhe minutes). 
however. lhe ,·ie,vs of Ille lwdve mcmhers arc 1he 
focus. This focus rcfkc1s the i111e111io11 of lhis seclion. 
which is h> pn)\'idc lhe specific reasons underlying. 
th~ polky :1ctio11 dcl'idcd upon hy those ,·otin!! :ti the 
meeting.. Comme111s hy olher mee1ing. partic:ipants 
may hc mentioned hy way of hackg.round in lhis 
section when it is fclt thal they provide impor1;1111 
contex1 for 1he policy disl'ussion. hul sul'h commc111s 
would 1101 he atlrihuted to memhcrs. 

To give an indit·a1ion or how widely expressed 
a pankular view is al :1 meelill!!, 1he minutes 
use common qua111i1a1iw wording.: .. a11:· "most." 
"many:· .. severa1:· ··few:· or "one:· in dcsl'cmling 
order. Oflen. lllher similar words arc used for s1ylistic: 
puq1oses. and care should he uscd by rcadcrs to avoid 
ovcr-inlerpn:ting spi:l'ilk wording. Murem·er. 1rad~­
ing expressions of suppnrl fnr panic:ular vicwpnin1s 
in the givc-imd-take of a mcetin!,! tends to he an 
imprecise science. For example. a meeting partici­
pant speaking. rcl:11ivcly l:11e in a mec1ing may choose 
1101 to repeal views expressed earlier hy others. or 
spc.nkers may altc.r (,r :llllL'nd 1hcir views in 1hc c(,ursc 
f1f 1hc. lllL'Cling. ThL'rCfMc-. thc.sc qu:rnti1a1ivc words 
shf,uld he read as indic:11i"c rather than dcl1nili\'c-. 

I Joc11111e11t St111cf/lre 

The minlllcs follow a slrUl'lllre lhat is fairly mnsis­
tcnt from one meeting. to 1he nex1. The initial sec:tion 
includes a lis1 of at1crn.kes and :my noleworthy org.a­
nizalional or proc:eduraf items. for 1he r:oMc·s 
annual or!!,aniza t ion al meet in!!,. I his initial sect ion is 
appredahly Jong.er because ii :1fso includes lhc ele<.:­
tion of Commiuee ollkers and 1he :1ppnl\'al of vari­
ous Committee cfocuments. 

The second sc<:lion of 1he minutes follows a more­
or-lcss s1:111dard format. in preselll.ing an ovcrvkw of 

1he economic and linanl'ial information pro\'idcd to 
1he Co1111nit1ee. This sel'tion ends wilh a summary or 
1he staff forecast al lhe time of 1hc meeling. In lhc 
case of the 1wo-day meeling.s. during which the Com­
millcc discusses a special lopk. 1he openi1111 para­
!,!filphs or this s1xlion typically summarize the staff 
presenlalion and lhe C:ommillce discussion or the 
special topk. 

The third seclion covers meeling. parlkipa111s· per­
spectives on l'urrc111 economic developments and the 
ou1look. The s1rucllire of this scc1ion is less slam.lard 
hcrnusc ii depends upon 1he focus of lhe discussion. 
Nevertheless. 1he scl'lion 1ypkally indudcs para­
g.raphs rn1 such lopks as husincss im·es1111e111~ con­
sumer spending.. 1he labor markcl. the external sector~ 
and inna1io11. For lite 1wo-day mccling.s~ the lhird 
section lends 10 he Jong.er. in parl hccause lhe minules 
cover par1ic:ipa111s· pro.jeclions for 1hc ecom1my. 

The fourl h seclion of lhe minutes focuses dircc:lly 
on the policy decision. II indudes a few paragraphs 
<.·m·ering. members· views on policy :ind :111y discus­
sion or lhe pos1-meeting slalemcnt. II also records 1he 
vote. inl'luding the language lhat 1he Committee 
voted rn1 and the vo1c of each member hy name. The 
minu1es 1hen condude wi1h <.·onlirmation of 1he dale 
for 1he FOMCs ncxl scheduled mecling.. 

/\ record or any m>1atio11 voles lhat on.'UJTed during. 
the period he1wee11 regularly scheduled meeling.s 
\.vou"ld ·he included al the end or 1he minu1es or the 
later mceling.. as would tl1c minutes of any unsd1ed­
u'lcd F< )MC meelings. sucl1 as Cl mferenl'c calls. fhal 
( K.·mll'ed during. lhal period. 

PRf J('l:X.'i 

The mim11cs of N1ch fOMC mce.1ing arc now pre­
pared on an accelerated timelahlc in order for lhc 
document 10 he approved hy the Crnnmi11ec and 
published on lime. 1wen1y-onl.! days .ilkr the end or 
!'he meeting. An internal expe1iment rnYerin!,! most or 
fhc 2()()..J FOMC meelings preceded the decision 
10 expedite the release. and 11ml expcrimcnl was an 
essenlial c'lemenl in providing lhe Commiucc wilh 
fhc necessary <.·onlid1.mce lhat lhc shor1enec..l schedu'Jc 
cou·ld he mel rnliahly. 

Surfl nr<{U 

The minutes arc dralkd hy staff members of the 
Uoard of Governors who allend the fOMC meeting. 
nu, 1he process of prndudng. 1he minu1es he!,!ins even 
before 1he mceling.. as 1he standard staff summaries 
of 1hc c<.·onomk and 11n:ml'ial si1ua1in11 (for example. 
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the Cirecnhook and the Blue hook) prepared ror each 
meeting. hccome available a rew days ahead l,r the 
meeting.. A Board staff mcmher uses those summa­
ries. along. with the staff presentations prepared for 
the FOMC meeting. and other input. to drnft the 
section of the minutes that reviews the inflmnation 
pnlVided to the Crnnmittee. Shortly alkr the meeting.. 
a draft or this section is completed. and several senior 
staff memhers rcvkw it ror accuracy anti pass it 011 to 
he incorpnrated with the other seclio11s. 

The writing of the third anti fourth sections of the 
minutes. which cover th\!- discussion of the economk 
outlook and the polky decision. beg.ins as soon as the 
mcetin!! ends. Several senior stair members gather 
anti dis<.·uss major themes from the meeting. and the 
way they will he covered in the minutes. The author 
or these sections. an ollker from the Boan.rs Divi­
sion of Monetary Affairs serving. on a rotating. basis. 
heg.ins a draft hased initially on notes taken at the 
meeting.. By the <lay after the meeting.. hmvevcr. a 
rough transcript of the meeting. has hcen prepared. 
and the autlhn· typically relics on the transcript to 
complete the draft. By the end of the week or the 
meeting.. a draft that indudes all se<.·tions of the 
minutes is circulated amrn1g. the ollkers in the Divi­
sion.or Monetary Affairs for revie\v. 

Policy111akC'I' Rel'ieu· 

A series ol' sen~ral rounds ol' policymaker review or 
the dran minutes beg.ins during. the week after the 
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meeting.. After the minutes have been reviewed hy 
the Chairman. the Secretary of the FOMC semis the 
dr:1n to the meeting partkip:mts for comments late 
in the week after the FOMC meeting (typically on 
Thursday or that week. or nine days after a Tuesday 
meeting.). Early in the subsequent week. the Secretary 
sends out a re,·ised draft that incorpor:11cs input 
recci\'ed from mec1ing participants. By the cml of 
the second week after the meeting.. a linal vcrshm 
is produced and provided to the Commitlee for 
approval hy a notation vote. The notation voting 
period lasts ahout four calendar days and doses at 
110011 011 the day before puhlkatinn. Arter the pro­
cesses of prep:1ratio11 and cnordination for the release 
or the minutes arc <.·ompletcd~ the approved minutes 
arc published al 2:00 p.m.~ twenty-one days al'ter the 
policy decision was made. 

This shortened schedule ror release has required 
the Federal Reserve to devote additional n:sourccs to 
produce the minutes. A wider c:irde or drafters is 
en~aged tn ensure that the deadline is met. :md logis­
tics arc doscly coordinated to ensure that policy­
makers arc avai lahle ror timely review and approval 
of the minutes. The Commillcc helieved that the 
costs and risks associated with the new scheduk were 
outweighed hy the henclils or additional policy trans­
parcm:y :md openness. As such. the earlier release or 
the minutes was viewed as consistent with the evolu­
tion of the FOMC's communication strategy over fhc 
years. D 

30 of37 

AUTHORIZED FOR RELEASE

AUTHORIZED FOR RELEASE



Embargoed for release at 2:00 p.m., EDT, September 13, 2012 

Economic Projections of Federal Reserve Board Members and Federal Reserve Bank Presidents, September 2012 
Advance release of table 1 of the Summary of Economic Projections to be released with the FOMC minutes 

Percent 

Variable 
Central tendency1 Range2 

2012 I 2013 I 2014 I 2015 I Longer run 2012 I 2013 I 2014 I 2015 I Longer run 
Change in real GDP ..... 1.7 to 2.0 2.5 to 3.0 3.0 to 3.8 3.0 to 3.8 2.3 to 2.5 1.6 to 2.0 2.3 to 3.5 2.7 to 4.1 2.5 to 4.2 2.2 to 3.0 

June projection ...... 1.9 to 2.4 2.2 to 2.8 3.0 to 3.5 n.a. 2.3 to 2.5 1.6 to 2.5 2.2 to 3.5 2.8 to 4.0 n.a. 2.2 to 3.0 

Unemployment rate ...... 8.0 to 8.2 7.6 to 7.9 6.7 to 7.3 6.0 to 6.8 5.2 to 6.0 8.0 to 8.3 7.0 to 8.0 6.3 to 7.5 5.7 to 6.9 5.0 to 6.3 
June projection ...... 8.0 to 8.2 7.5 to 8.0 7.0 to 7.7 n.a. 5.2 to 6.0 7.8 to 8.4 7.0 to 8.1 6.3 to 7.7 n.a. 4.9 to 6.3 

PCE inflation ............ 1.7 to 1.8 1.6 to 2.0 1.6 to 2.0 1.8 to 2.0 2.0 1.5 to 1.9 1.5 to 2.1 1.6 to 2.2 1.8 to 2.3 2.0 
June projection ...... 1.2 to 1.7 1.5 to 2.0 1.5 to 2.0 n.a. 2.0 1.2 to 2.0 1.5 to 2.1 1.5 to 2.2 n.a. 2.0 

Core PCE inflation3 
••••• 1. 7 to 1.9 1.7 to 2.0 1.8 to 2.0 1.9 to 2.0 1.6 to 2.0 1.6 to 2.0 1.6 to 2.2 1.8 to 2.3 

June projection ...... 1.7 to 2.0 1.6 to 2.0 1.6 to 2.0 n.a. 1.7 to 2.0 1.4 to 2.1 1.5 to 2.2 n.a. 
NOTE: Projections of change in rea.l gross domestic product (GDP) and projections for both measures of inflation are from the fourth quarter of the previous yea.r to 

the fourth quarter of the year indicated. PCE inflation and core PCE inflation a.re the percentage ra.tes of change in, respectively, the price index for personal consumption 
expenditures (PCE) and the price index for PCE excluding food and energy. Projections for the unemployment rate are for the average civilian unemployment rate in the 
fourth quarter of the year indicated. Each participant's projections are based on his or her assessment of appropriate monetary policy. Longer-run projections represent each 
participant's assessment of the rate to which each variable would be expected to converge under appropriate monetary policy and in the absence of further shocks to the 
economy. The June projections were made in conjunction with the meeting of the Federal Open Market Committee on June 19-20, 2012. 

1. The central tendency excludes the three highest and three lowest projections for each variable in each year. 
2. The range for a variable in a given year includes all participants' projections, from lowest to highest, for that variable in that year. 
3. Longer-run projections for core PCE inflation are not collected. 
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Figure 1. Central tendencies and ranges of economic projections, 2012- 15 and over the longer run 
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Figure 2. Overview of FOMC participants' assessments of appropriate monetary policy, September 2012 
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NOT!, : In the upper panel, the height of each bar denotes the number of FOMC participa nts who judge t hat , under 
appropria te monetary policy, t he first increase in the t arget federa l funds rate from its current range of O to !/4 percent 
will occur in the specified ca lenda r year. In June 2012, the numbe rs of FOMC participants who judged that t he firs t 
increase in the target federal funds rate would occur in 2012, 2013, 2014 , a nd 2015 were, respectively, 3 , 3, 7, and 6. In 
the lower panel, each shaded circle indicates t he value (rounded to t he nearest !/ 4 percentage point) of a n individual 
participant 's judgme nt o f t he a ppropriate level o f the ta rget fede ral funds rate at the e nd of the specified calendar year 
or over the longer run. 
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Explanation of Economic Projections Charts 

The charts show actual values and projections for three economic variables, 
based on FOMC participants' individual assessments of appropriate monetary 
policy: 

• Change in Real Gross Domestic Product (GDP)-as measured from the 
fourth quarter of the previous year to the fourth quarter of the year 
indicated, with values plotted at the end of each year. 

• Unemployment Rate-the average civilian unemployment rate in the 
fourth quarter of each year, with values plotted at the end of each year. 

• PCE Inflation-as measured by the change in the personal consumption 
expenditures (PCE) price index from the fourth quarter of the previous 
year to the fourth quarter of the year indicated, with values plotted at the 
end of each year. 

Information for these variables is shown for each year from 2007 to 2015, and 
for the longer run. 

The solid line, labeled "Actual," shows the historical values for each variable. 

The lightly shaded areas represent the ranges of the projections of 
policymakers. The bottom of the range for each variable is the lowest of all of 
the projections for that year or period. Likewise, the top of the range is the 
highest of all of the projections for that year or period. 

The dark shaded areas represent the central tendency, which is a narrower 
version of the range that excludes the three highest and three lowest 
projections for each variable in each year or period. 

The longer-run projections, which are shown on the far right side of the charts, 
are the rates of growth, unemployment, and inflation to which a policymaker 
expects the economy to converge over time-maybe in five or six years-in 
the absence of further shocks and under appropriate monetary policy. Because 
appropriate monetary policy, by definition, is aimed at achieving the Federal 
Reserve's dual mandate of maximum employment and price stability in the 
longer run, policymakers' longer-run projections for economic growth and 
unemployment may be interpreted, respectively, as estimates of the economy's 
normal or trend rate of growth and its normal unemployment rate over the 
longer run. The longer-run projection shown for inflation is the rate of 
inflation judged to be most consistent with the Federal Reserve's dual mandate. 
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Explanation of Policy Path Charts 

These charts are based on policymakers' assessments of the appropriate path for the 
FOMC's target federal funds rate. The target funds rate is measured as the level of 
the target rate at the end of the calendar year or in the longer run. Appropriate 
monetary policy, by definition, is the future path of policy that each participant deems 
most likely to foster outcomes for economic activity and inflation that best satisfy his 
or her interpretation of the Federal Reserve's dual objectives of maximum 
employment and stable prices. 

• In the upper panel, the shaded bars represent the number of FOMC 
participants who judge that the initial increase in the target federal funds rate 
(from its current range of O to % percent) would appropriately occur in the 
specified calendar year. 

• In the lower panel the dots represent individual policymakers' assessments of 
the appropriate federal funds rate target at the end of each of the next several 
years and in the longer run. Each dot in that chart represents one 
policymaker's projection. Please note that for purposes of this chart the 
responses are rounded to the nearest 1/4 percentage point, with the exception 
that all values below 37.5 basis points are rounded to 1

/4 percent. 

These assessments of the timing of the initial increase of the target federal funds rate 
and the path of the target federal funds rate are the ones that policymakers view as 
compatible with their individual economic projections. 
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