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BPS (2) Intermeeting Change in 10-Year Yield
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(6) Asset Price Changes

Jackson Hole to Since Nov.
Nov. FOMC FOMC

10Y Nominal -6 +73
10Y Real -61 +70
10Y BEI +55 +3

S&P 500 +12% +4%
Corporate IG* -19 -5
Corporate HY* -107 -25

Dollar** -5% +2%

* CDX
**FRB trade weighted dollar index

Source: Bloomberg, Board of Governors
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(7) Euro Area 2-Year Yield Spreads to
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(11) Money Fund Holdings of Liabilities of
European Financial Institutions

USD Billions
Level on Change Since
12/1/2010 11/3/2010
France $238.1 2%
Germany $134.9 7%
Ireland $0.0 0%
Italy $21.6 -16%
Spain $25.5 -38%

Source: Confidential data from Investment Company Institute
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(8) Euro Area Bank CDS*
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NoVvEMBER FOMC STATEMENT

1.

Information received since the Federal Open Market Committee met in September confirms
that the pace of recovery in output and employment continues to be slow. Household
spending is increasing gradually, but remains constrained by high unemployment, modest
income growth, lower housing wealth, and tight credit. Business spending on equipment
and software is rising, though less rapidly than earlier in the year, while investment in
nonresidential structures continues to be weak. Employers remain reluctant to add to
payrolls. Housing starts continue to be depressed. Longer-term inflation expectations have
remained stable, but measures of underlying inflation have trended lower in recent quarters.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment
and price stability. Currently, the unemployment rate is elevated, and measures of
underlying inflation are somewhat low, relative to levels that the Committee judges to be
consistent, over the longer run, with its dual mandate. Although the Committee anticipates
a gradual return to higher levels of resource utilization in a context of price stability,
progress toward its objectives has been disappointingly slow.

To promote a stronger pace of economic recovery and to help ensure that inflation, over time,
is at levels consistent with its mandate, the Committee decided today to expand its holdings
of securities. The Committee will maintain its existing policy of reinvesting principal
payments from its securities holdings. In addition, the Committee intends to purchase

a further $600 billion of longer-term Treasury securities by the end of the second quarter

of 2011, a pace of about $75 billion per month. The Committee will regularly review the
pace of its securities purchases and the overall size of the asset-purchase program in light

of incoming information and will adjust the program as needed to best foster maximum
employment and price stability.

The Committee will maintain the target range for the federal funds rate at O to % percent and
continues to anticipate that economic conditions, including low rates of resource utilization,
subdued inflation trends, and stable inflation expectations, are likely to warrant exceptionally
low levels for the federal funds rate for an extended period.

The Committee will continue to monitor the economic outlook and financial developments

and will employ its policy tools as necessary to support the economic recovery and to help
ensure that inflation, over time, is at levels consistent with its mandate.

Page 1 of 10



December 14, 2010 Authorized for Public Release 119 of 127

Class | FOMC — Restricted Controlled (FR)

DeECEMBER FOMC STATEMENT—ALTERNATIVE A

1.

Information received since the Federal Open Market Committee met in September
November confirms that the pace-ef economic recovery is continuing, though at a rate
that has been insufficient to bring down unemployment ir-eutput-and-employment
contindesto-be-slow. Household spending is increasing gradually, but remains constrained
by high unemployment, modest income growth, lower housing wealth, and tight credit.
Business spending on equipment and software is rising, though less rapidly than earlier in the
year, while investment in nonresidential structures continues to be weak. Employers remain
reluctant to add to payrolls. The housing starts sector continues to be depressed. Longer-
term inflation expectations have remained stable, but measures of underlying inflation have

continued to trended-ewer-in-recent-guarters downward.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment
and price stability. Currently, the unemployment rate is elevated, and measures of
underlying inflation are semewhat low, relative to levels that the Committee judges to be
consistent, over the longer run, with its dual mandate. Although the Committee anticipates
a gradual return to higher levels of resource utilization in a context of price stability,
progress toward its objectives has-been remains disappointingly slow.

To promote a stronger pace of economic recovery and to help ensure that inflation, over time,
is at levels consistent with its mandate, the Committee decided today to continue expanding
its holdings of securities. Moreover, in light of incoming information, the Committee
now intends to increase its holdings of securities by a total of $800 billion—3$200 billion
more than announced last month—by purchasing longer-term Treasury securities at a
pace of about $75 billion per month through the third quarter of 2011. In addition, the

Committee will maintain its existing policy of reinvesting principal payments from its

securities holdmgs m-addrmgn—thaeemm{%ee m%ends—te—pumhas&a—fu%@@@%renef

Mhen—pepmembr The Commlttee will regularly review the pace of |ts securltles purchases
and the overall size of the asset-purchase program in-Hghtefincoming information and will
adjust the program as needed to best foster maximum employment and price stability.

The Committee will maintain the target range for the federal funds rate at 0 to % percent and
contindesto currently anticipates that economic conditions, including low rates of resource
utilization, subdued inflation trends, and stable inflation expectations, are likely to warrant
exceptionally low levels for the federal funds rate for-an-extended-period at least through
mid-2012.

The Committee will continue to monitor the economic outlook and financial developments
and will employ its policy tools as necessary to support the economic recovery and to help
ensure that inflation, over time, is at levels consistent with its mandate.
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DeECEMBER FOMC STATEMENT—ALTERNATIVE B

1.

Information received since the Federal Open Market Committee met in September
November confirms that the pace-ef economic recovery is continuing, though at a rate
that has been insufficient to bring down unemployment ir-eutput-and-employment
contindesto-be-slow. Household spending is increasing gradually at a moderate pace, but
remains constrained by high unemployment, modest income growth, lower housing wealth,
and tight credit. Business spending on equipment and software is rising, though less rapidly
than earlier in the year, while investment in nonresidential structures continues to be weak.
Employers remain reluctant to add to payrolls. The housing starts sector continues to be
depressed. Longer-term inflation expectations have remained stable, but measures of

underlying inflation have continued to trended-ewerinrecent-guarters downward.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment
and price stability. Currently, the unemployment rate is elevated, and measures of
underlying inflation are somewhat low, relative to levels that the Committee judges to be
consistent, over the longer run, with its dual mandate. Although the Committee anticipates a
gradual return to higher levels of resource utilization in a context of price stability, progress
toward its objectives has been disappointingly slow.

To promote a stronger pace of economic recovery and to help ensure that inflation, over time,
is at levels consistent with its mandate, the Committee decided today to continue expanding
its holdings of securities as announced in November. The Committee will maintain its
existing policy of reinvesting principal payments from its securities holdings. In addition,
the Committee intends to purchase a-further $600 billion of longer-term Treasury securities
by the end of the second quarter of 2011, a pace of about $75 billion per month. The
Committee will regularly review the pace of its securities purchases and the overall size of
the asset-purchase program in light of incoming information and will adjust the program as
needed to best foster maximum employment and price stability.

The Committee will maintain the target range for the federal funds rate at O to % percent and
continues to anticipate that economic conditions, including low rates of resource utilization,
subdued inflation trends, and stable inflation expectations, are likely to warrant exceptionally
low levels for the federal funds rate for an extended period.

The Committee will continue to monitor the economic outlook and financial developments

and will employ its policy tools as necessary to support the economic recovery and to help
ensure that inflation, over time, is at levels consistent with its mandate.
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DeECEMBER FOMC STATEMENT—ALTERNATIVE C

1.

Information received since the Federal Open Market Committee met in September
November confirms that the pace-ef recovery in output and employment eentinues-to-be
slew is continuing. Heuseheld Spending is by households and businesses appears to be

lncreasmg graeluauy— ata moderate pace leui—remams—eenstramed—by—kugh—unempleyment—

Wmm%m%rrnenm&de%ks&%&eﬂmeenﬂnueﬁehewe&le However employers
remain reluctant to add to payrolls: and housing starts continue to be depressed. Longer-
term inflation expectations have remained stable, but measures of underlying inflation have
trended lower in recent quarters.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment
and price stability. Currently, the unemployment rate is elevated, and measures of
underlying inflation are somewhat low, relative to levels that the Committee judges to be
consistent, over the longer run, with its dual mandate. Although the Committee anticipates
a gradual return to higher levels of resource utilization in a context of price stability,
progress toward its objectives has been disappointinghy slow.

To promote a stronger pace of economic recovery and to help ensure that inflation, over time,
is at levels consistent with its mandate, the Committee decided today to continue expanding
its holdings of securities. However, in light of incoming information, the Committee now
intends to increase its holdings of securities by a total of $400 billion—$200 billion less
than announced last month—by purchasing longer-term Treasury securities at a pace
of about $50 billion per month through the second quarter of 2011. In addition, the
Committee will maintain its existing policy of reinvesting principal payments from |ts
securities holdmgs +n—ader|%|en—theeemmmee

bqumn—pepmemhr The Commlttee will regularly review the pace of |ts securltles purchases
and the overall size of the asset-purchase program in-Hghtefincoming-information and will

adjust the program as needed to best foster maximum employment and price stability.

The Committee will maintain the target range for the federal funds rate at 0 to ¥ percent and
continues to anticipate that economic conditions, including low rates of resource utilization,
subdued inflation trends, and stable inflation expectations, are likely to warrant exceptionally
low levels for the federal funds rate for an extended period.

The Committee will continue to monitor the economic outlook and financial developments

and will employ its policy tools as necessary to support the economic recovery and to help
ensure that inflation, over time, is at levels consistent with its mandate.
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DeECEMBER FOMC STATEMENT—ALTERNATIVE D

1.

Information received since the Federal Open Market Committee met in September

November confirms that the pace-ef economic recovery r-eutput-and-employment-continues
to-be-slow is proceeding. Heuseheld Spending by households and businesses is increasing

gradaauy— ata moderate pace leut—remams—eenstramed—by—htghenempleyment—medest

remarned—stalel&leut Although measures of underlylng |nflat|on have trended Iower in recent
quarters, longer-term inflation expectations have remained stable. The Committee
anticipates a gradual return to higher levels of resource utilization in a context of price

stability.

lsat—levelscensrstent—mth—rts—manelate Based on thls assessment of current and
prospective economic conditions, the Committee decided today to discontinue the asset-

purchase program it announced in November expane-s-heldings-ofseeurities. For the

time belng, the Commlttee will malntaln its eX|st|ng pollcy of relnvestlng pr|nC|paI payments

The Committee will maintain the target range for the federal funds rate at 0 to % percent and

continbes-te anticipates that economic conditions-reludinglow-rates-of resource-utiization;

subdued inflation trends, and stable inflation expectations, are likely to warrant exceptionally
low levels for the federal funds rate for an-extended-period some time.

The Committee will continue to monitor the economic outlook and financial developments

and will employ its policy tools as necessary to suppert-the-economicrecovery-and-to-help
ensure-that-inflation-overtime-isat-levelsconsistentwith-s-mandate

promote maximum

employment and price stability.
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November 2010 FOMC 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 ¥4 percent. The Committee directs the Desk to execute purchases of
longer-term Treasury securities by the end of June 2011 in order to increase the total face value
of domestic securities held in the System Open Market Account to approximately $2.6 trillion.
The Committee also directs the Desk to reinvest principal payments from agency debt and
agency mortgage-backed securities in longer-term Treasury securities. The System Open Market
Account Manager and the Secretary will keep the Committee informed of ongoing developments
regarding the System's balance sheet that could affect the attainment over time of the
Committee’s objectives of maximum employment and price stability.
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December 2010 FOMC Directive — Alternative A

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 execute purchases of
longer-term Treasury securities by-the-end-efJune-2011 in order to increase the total face value
of domestic securities held in the System Open Market Account to approximately $2:6 $2.8
trillion by the end of September 2011. The Committee also directs the Desk to reinvest
principal payments from agency debt and agency mortgage-backed securities in longer-term
Treasury securities. The System Open Market Account Manager and the Secretary will keep the
Committee informed of ongoing developments regarding the System’s balance sheet that could
affect the attainment over time of the Committee’s objectives of maximum employment and
price stability.
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December 2010 FOMC Directive — Alternative B

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 execute purchases of
longer-term Treasury securities by-the-end-efJune-2011 in order to increase the total face value
of domestic securities held in the System Open Market Account to approximately $2.6 trillion by
the end of June 2011. The Committee also directs the Desk to reinvest principal payments from
agency debt and agency mortgage-backed securities in longer-term Treasury securities. The
System Open Market Account Manager and the Secretary will keep the Committee informed of
ongoing developments regarding the System’s balance sheet that could affect the attainment over
time of the Committee’s objectives of maximum employment and price stability.
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December 2010 FOMC Directive — Alternative C

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 ¥4 percent. The Committee directs the Desk to execute purchases of
longer-term Treasury securities by-the-end-efJune-2011 in order to increase the total face value
of domestic securities held in the System Open Market Account to approximately $2:6 $2.4
trillion by the end of June 2011. The Committee also directs the Desk to reinvest principal
payments from agency debt and agency mortgage-backed securities in longer-term Treasury
securities. The System Open Market Account Manager and the Secretary will keep the
Committee informed of ongoing developments regarding the System’s balance sheet that could
affect the attainment over time of the Committee’s objectives of maximum employment and
price stability.

Page 9 of 10



December 14, 2010 Authorized for Public Release 127 of 127
Class | FOMC — Restricted Controlled (FR)

December 2010 FOMC Directive — Alternative D

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 ¥4 percent. The Committee directs the Desk to exeeutepurchases-of
longer-termTreasury-securitiesby-the-end-of June-2011-in-order-to inerease maintain the total
face value of domestic securities held in the System Open Market Account te at approximately
$2:6 $2.1 trillion—Fhe-Committeealso-directs-the-Deskte by reinvesting principal payments
from agency debt and agency mortgage-backed securities in longer-term Treasury securities.
The System Open Market Account Manager and the Secretary will keep the Committee informed
of ongoing developments regarding the System’s balance sheet that could affect the attainment
over time of the Committee’s objectives of maximum employment and price stability.
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