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Current U.S. and Euro-area 3-Month Deposit Rates and 
Rates Implied by Traded Forward Rate Agreements                 
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Exhibit 1

Expected Federal Funds Rates* 

December 12, 2005 
October 31, 2005

Percent

Dec. Mar. May July Oct. Jan. Apr.  
2005 2006 2007 
"Estimates from federal funds and eurodollar futures, with an allowance 
for term premia and other adjustments.  

Primary Dealer Survey A Case for F

" Most expect "accommodation" 
to be modified or dropped.  

" Half expect "measured pace" 
to be modified or dropped.

Probability of a 25 Basis Point Tightening 
at Upcoming FOMC Meetings* Percent 

Octoer 31, 2005 F~- December 12, 2005

MayDec. Jan. Mar.  
'Estimated from federal funds futures.

irming Policy Today

" Probably little remaining slack.  

* Considerable economic momentum.  

" Real funds rate near lower end of estimates of equilibrium.  

" Concern about inflationary pressure.  

" Incoming data consistent with continued measured firming.

Range of Estimated Equilibrium Real Rates 
Range of model-based estimates - Actual real federal funds rate 
70 percent confidence band - - Greenbook-consistent measure 

[__ 90 percent confidence band 

F fA

Percent 

5 b.p. Tightening 
urrent Rate -

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 

An explanatory note is provided in Chart 5 of the Bluebook.
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Class I FOMC - Restricted Controlled (FR) Exhibit 2
Table 1: Alternative Language for the December FOMC Announcement 

November FOMC Alternative B Alternative C 

Poli 1. The Federal ( Open Market Committee decided The Federal ( )pen Market Committee decided today to The federal ()pen Market Committee decided today to 

D -cision today to raise its target for the federal funds raise its target for the federal funds rate by 25 basis raise its target for the federil funds rate by 25 basis 
rate by 25 basis points to 4 percent points to 4 , percent. points to 4 percent.  

2. levated energy prices and hurricane-related l h puc ch-rlex atcd energxt prices and hurricane-related Dc, pitn 44'elcx ated energy prices and hurricane-related 
disruptions in econom ic activity have disruptions t h o. I n c no ic actiity disruptions ' dw e p n du 

temporarily depressed output and ip i 'i ~~tm;a ... tx .d r;.rn .. upt.~ t 

employrment. I lowever, monetary policy el n' x il. c h 1! k t~ver, monetary 
accommiodatin, coupled with robust t policy accommodation,-etit&wti- robust 

underlying growth in productivity , is providing g th i underlying grossh in productis ity 

ongoing support to cc rionic activits that will 

likely be augmented by planned rebuilding in . in tilt 
them hurrceaneeavecied areasp atnhtetrc a hrenr e d 

Rationale 

3. The cnildatiioe rise in energi and other costs n n m ecoom a ity 1. i 

has the poteDetial to add to inslation pressures, e r ore ln 
boswever, coire inflation has been relatively lows inflation has it" -,! rltils lowdsut in recent ions \-eet e-t IaT 

in recent tniiIs and Iinger-n in flat io n moin thts and lmger- term inl.iuin espect ations remai [n ii iiu \nl I - e-mne 

3Tpectaumtins remain conained. ctcntaiherd. co st1, 1r 1 il t1A e ( lit mti nln ha nereh pi i w ' m nr m m b 

hasl/ilmit i ' (li i p n toi' 1 i '; (ii Iii iii 4 the potential t add to inflation pressures 

me mm ntlrm an d lon r 1intpion p n . reurce Aih ion his hwe felat Te 

4. The Committee perceives that, with Th I( t imitt Iudei h t neril me ured 

appropriate monetary policy action, the upside 114iloh timintl hk 1 il Iobe nele i keep the iik I" [Unchanged] 
and downside risks to the attainment of both tle Animemiii Ioi b1 -u'tn01nale ec, m ro h 

sustainable growth and price stability should iand pice stai1 roughk m hamre 

be kept roughly e i.  
Assessment 5. \\With undcrlying inflation expected to be i am et em he t 0me xil itp nd chne 

of Risks contained, the( Committee believes that policy mi 1cn it propim I ne ed t Ilie thenc IUnchang~ed 
accommodation can be removed at a pace that ite ii 

is likely to be measured. Nonetheless, the 

Committee will respond to changes in 

economic prospects as needed to fulfill its 

obligatiin to maintain price stability

December 13, 2005 100 of 100




