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Market Expectations about Policy
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Exhibit 2
The Case for Easing 25 Basis Points

® Considerable resource slack lingers in the staff projection.

® The neutral real funds rate may be above the equilibrium real funds rate.

® Capital spending may not recover.
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Exhibit 3
The Case for an Unchanged Target Federal Funds Rate

® |[n the staff forecast, inflation holds fairly stable at around 1 percent.
® There may be other sources of impetus.
® Market participants may be right in expecting more pressure on inflation.
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nominal off-the-run Treasury yield curve.
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Exhibit 4
Risk Assessment

Possibilities for the Overall Risk Assessment
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