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A few members expressed interest in using language specifying a period of time during which
the federal funds rate was expected to remain exceptionally low, rather than a calendar date,
arguing that such language might be better to indicate a constant stance of monetary policy
over time. However, members generally preferred to retain the existing forward guidance, at
least for now.
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A few members indicated that they believed the economic outlook might warrant additional
policy accommodation. However, 1t was noted that any such accommodation would Ilikely be
more effective If it were provided in the context of a future communications initiative, and
most of these members agreed that they could support retention of the current policy stance
at this meeting. One member dissented from the policy decision on the grounds that
additional monetary policy accommodation was warranted at this time.
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With the Committee In the process of reviewing Iits monetary policy strategies and
communication, and no additional accommodation being provided at this meeting, a few
members indicated that they could support the Committee's decision even though they had
not favored recent policy actions.
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Risks included potential spillovers to U.S. financial markets and institutions, and so to the
broader U.S. economy;, 1f the Furopean debt and banking crisis were to worsen significantly.
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this meeting to change the Committee's policy strategy or communications)
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Many participants pointed to the merits of specifying an explicit longer-run inflation goal, but
it was noted that such a step could be misperceived as placing greater weight on price
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statement that would elucidatethe Committee's policy approach, and participants generall

path of the target federal funds rate. The Chairman asked the subcommittee on

oals and policy strate and he also encouraged the subcommittee to explore potential

monetary policy into the Summary of Economic Projections.
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Committee participants shared their views regarding the potential merits and pitfalls of
making conditional commitments regarding the future course of monetary policy.

[EJconomic theory and model simulations suggested that a policy strategy involving such
commitments could foster better macroeconomic outcomes than a discretionary approach of
reoptimizing policy at every meeting, so long as the public understood the central bank's
strategy and believed that policymakers would follow through on those commitments.

[M]any pointed out that the implementation of such a strategy could pose substantial
communication challenges and that the benefits would be diminished if the strategy was not
fully credible.

[A] number of participants expressed support for the possibility of clarifying the
conditionality of the Committee's forward guidance about the trajectory of the federal funds
rate through setting numerical thresholds for unemployment and inflation that would
warrant exceptionally low levels for the policy rate. However, several participants noted that
such thresholds could be confusing in the absence of a clear expression of the Committee's
longer-term goals. Moreover, others suggested that such an approach could be problematic in
light of significant uncertainties about the longer-run normal rate of unemployment.
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The Committee also considered policy strategies that would involve the use of an
intermediate target such as nominal gross domestic product (GDP) or the price level. The
staff presented model simulations that suggested that nominal GDP targeting could, In
principle, be helpful in promoting a stronger economic recovery in a context of longer-run

3



Economic Monitor ISR rnenN

price stability. Other simulations suggested that the single-minded pursuit of a price-level

be more consistent with the dual mandate. More broadly, a number of participants expressed
concern that switching to a new policy framework could heighten uncertainty about future
monetary policy, risk unmooring longer-term inflation expectations, or fail to address risks to
financial stability. Several participants observed that the efficacy of nominal GDP targeting
depended crucially on some strong assumptions, including the premise that the Committee
could make a credible commitment to maintaining such a strategy over a long time horizon
and that policymakers would continue adhering to that strategy even in the face of a
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