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Exhibit 1 

Policy Background

Class i FOMC - Restricted Controlled FR

Eurodollar Futures*
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Exhibit 2 
Policy Alternatives

Arguments for B and C

" Staff growth forecast has been marked 
down fairly consistently.  

" Real estate values could stop escalating.  

" Consumer confidence could sink further.

" Staff inflation forecast has been marked 
up fairly consistently.  

" Inflation may already be at top of comfort 
zone.  

" Inflation expectations could increase 
further.
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Source. Greenbook projections.  
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Exhibit 3 
Questions on the Statement Language 

September Statement

Class I FOMC - Restricted Controlled FR

The Federal Open Market Committee decided today to raise 
its target for the federal funds rate by 25 basis points to 3%f 
percent.  

Output appeared poised to continue growing at a good pace 
before the tragic toll of Hurricane Katrina. The widespread 
devastation in the Gulf region, the associated dislocation of 
economic activiry, and the boost to energy prices imply that 
spending, production, and employment will be set back in 
the near term. In addition to elevating premiums for some 
energy products, the disruption to the production and 
refining infrastructure may add to energy price volatility.  

\While these unfortunate developments have increased 
uncertainty about near-term economic performance, it is the 
Committee's view that they do not pose a more persistent 
threat. Rather, monetary policy accommodation, coupled 
with robust underlying growth in productivity, is 
providing ongoing support to economic activity. igher 
energy and other costs have the potential to add to inflation 
pressures. However, core inflation has been relatively low 
in recent months, and longer-term inflation expectations 
remain contained.  

The Committee perceives that, w ith appropriate monetary 
policy action, the upside and downside risks to the 
attainment of both sustainable grow th and price 
stability should he kept roughly equal \With underlying 
inflation expected to be contained, the Committee believes 
that policy accommodation can be removed at a pace 
that is likely to be measured. Nonetheless, the Committee 
will respond to changes in economic prospects as needed to 
fulfill its obligation to maintain price stability.

3. Are you likely to 
remove policy 
accommodation at a 

measured pace? 

4. Is there a policy 
path that will balance 
the risks to your dual 
objectives ?

3 of 6

1. Is productivity 

growth still robust? 

2. Will monetary 
policy still be 
accommnodative?
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Exhibit 4 
Language Considerations

Productivity Growth 
(Four-quarter Change) 

Period Ending 
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p - projection
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eleven years ahead.
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An explanatory note is provided in Chart 5 of the Bluebook.

Why "Accommodative" May Still Be 
Appropriate 

" Greater vigor of aggregate demand.  

" Forward-looking inflation expectations.  

" Path for output may imply undesirably 
high inflation.

Energy Prices 
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Spot Natural Gas* (right scale)
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Exhibit 5 

Assessment of Risks 

Alternative B 

The Committee perceives that, with appropriate monetary pohcy action, the upside and downside 
risks to the attainment of both sustainable growth and price stability should be kept roughly 
equal. \With underlying inflation expected to be contained, the Committee believes that policy 
accommodation can be removed at a pace that is likely to be measured. Nonetheless, the 
Committee will respond to changes in economic prospects as needed to fulfill its obligation to 
maintain price stabilit.  

Shift to Change in the Funds Rate 

The Committee perceives that, with appropriate monetary policy action, the upside and downside 
risks to the attainment of both sustainable growth and price stabilit should be kept roughly 
equal. \With underlying inflation expected to be contained, the Committee believes that policy 
aceome-ioda ioan be removd tirnu"ngO ca ca.IntIna at a pace that is likely to be measured.  
Nonetheless, the Committee will respond to changes in economic prospects as needed to fulfill its 
obligation to maintain price stability.

Formulaic Language
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No Risk Assessment

[This Space Intentionally Left Blank]
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Class I FOMC - Restricted Controlled FR 

Table 1: Alternative Language for the November FOMC Announcement 

September FOMC Alternative A Alternative B Alternative C 
1. The Federal Open Market Committee decided The Federal Open Market The Federal Open Market The Federal Open Market 

Policy today to raise its target for the federal funds Committee decided today to leave Committee decided today to raise its Committee decided today to raise its 
Decision rate by 25 basis points to 3% percent. its target for the federal funds rate target for the federal funds rate by target for the federal finds rate by 

unchanged. 25 basis points to 4 percent. 25 basis points to 4 percent.  

2. Output appeared poised to continue growing at a Elevated energ prices and Elevated energy prices and The disruptive effects of recent 
good pace before the tragic toll of Hurricane hurricane-related disruptions in hurneane-related disruptions in hurricanes seem likely to he 
Katrina. The widespread devastation in the Gulf economic acity seem to have economic activity have temporarily temporary, especiall in light of 
region, the associated dislocation of economic slowed the growth of spending, set depressed output and employment increased spending associated with 
activity, and the boost to energy prices imply that hack employment, and weakened lowever, monetary policy rebuilding efforts. Economic 
spending, production, and employment will be set 
back in the near term. In addition to elevating consumer and husiness confidence, accommodation, coupled with grosth continues to be supported 
premiums for some energy products, the disruption The persistence of such effects is robust underlying grosth in by robust undeiIing growth in 
to the production and refining infrastructure may uncertain, but robist underlying productivity, is providing ongoing productivity.  
add to energy price volatility. growth of productivity and support to economic activits that 

While these unfortunate developments have monetary policy accommodation arc will likely be augmented by planned 
increased uncertainty about near-term economic providing support to economic rebuilding in the hurricane-affected 

Rationale performance, it is the Committee's view that they activity, areas.  
do not pose a more persistent threat. Rather, 
monetary policy accommodation, coupled with 
robust underlying growth in productivity, is 
pros iding ongoing support to economic actnitv 

3. Higher energy and other costs have the High energy and other costs have The cumulatixe rise in energy and Core inflation and longer-term 

potential to add to inflation pressures. added to inflation pressures. other costs have the potential to add inflation expectations remain 
However, core inflation has been relativel Iowever, core inflation has been to inflation pressures; hover, core contained. aoteler, high enrgs and 

low in recent months, and longer-term relatively low in recent months, and inflation has been relanxvel lox in tther costs have boosted near-term 
inflation expectations remain contained, longerterm inflation expectations recent months and longerterm inflation expectatins ant price 

remain contained inflation expectations remain pressures, likely making further polic 
tcontained firming necessar.  

4. sdwe Commiktew perceives that, with 

appropriate monetary' policy action, the upside [no change] [no change] [none] 
and cdocnside risks to the attainment of both 

sustainable grossth and price stability should 

be kept roughly equal.  

5. With underlying inflanion expected to be With underlying inflation expected 
Assessment contained, the Committee believes that policy to be contained, the C ommittee [none] 

of Risk accommodation can be removed at a pace that beliesves that remaining policy[ochne 

growth~[n ofhroucivtyan 

is likely to be measurcm. Nonetheless, the accommodation can be removed at 

(Committee wsill respond to changes in a pace that is likely to be measured.  
economic prospects as needed to fulfill its Nonetheless, the Committee will 

obligation to maintain price stability. respond to changes in economic 
prospects as needed to fulfill its 

support toon econo c a i rice stability.
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