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Clearly I'm disappointed in today’'s numbers (Labor Report
for May).This number itself isn't likely to lead to a
substantially change in my outlook.

Pianalto
WSJ
May 31-
June 1

Right now | feel that our accommodative monetary policy is
appropriate given my outlook.
Consequently it(Labor Report for May) would not lead me at
this time, given what | know about my outlook, to have me
change my position on policy.

I'm sure you noticed the disappointing employment report|
for May.

In thinking about where the economy is headed, we should
focus on underlying trends and not get caught up in short-
term gyrations. In that regard, the underlying trend in job
growth is probably closer to the 150,000 monthly job gain
number that we’ve seen over the past year than to the
recent weaker data.

Williams
June 6

[IJt * s crucial that we maintain our current highly
stimulatory monetary policy stance.

If the outlook for growth worsens to the point that we no
longer expect to make sustained progress on bringing the
unemployment rate down to levels consistent with our dual
mandate, or if the medium-term outlook for inflation falls
significantly below our 2 percent target, then additional
monetary accommodation would be warranted. In such
circumstances, an effective tool would be further purchases
of longer-maturity securities, potentially including agency
mortgage-backed securities.

The May employment report, combined with downward
revisions to the March and April jobs statistics, was clearly|
a disappointment. There remains some question about the|
degree of weather-related payback from the robust job
growth earlier in the year. Losses in construction jobs, for
example, were unexpectedly large in May. But it is nearly
impossible to escape the conclusion that we are replaying in
some manner the spring-summer slowdowns of the past two
years.

The economy remains in recovery but, as the disappointing
employment numbers illustrate, the economy is working
against some strong headwinds.

Lockhart
June 6

I view this policy stance as appropriate for the outlook |
depicted. However, as the employment report of last Friday,
illustrates, there continues to be a halting and tenuous
character to the recovery.

Should it become clear that something resembling my
baseline scenario of continued, though modest, growth is no
longer realistic, further monetary actions to support the
recovery will certainly need to be considered.

In addition, the situation we face requires that the FOMC
maintain a state of readiness to respond to financial or
economic instability should the need arise. I am confident
that the committee retains the capacity to act and the tools
to promote stability.

The deceleration of payroll employment from the first to the
second quarter was probably exacerbated by some
combination of seasonal adjustment difficulties and an
unusually mild winter that likely boosted employment
growth earlier in the year. Payback for that earlier strength
probably accounts for some of the weakness we've seen
recently. Smoothing through these fluctuations, the average
pace of job creation for the year to date, as well as recent
unemployment benefit claims data and other indicators,
appear to be consistent with an economy expanding at only
a moderate rate, close to its potential.

If the Committee were to judge that the recovery is unlikely
to proceed at a satisfactory pace (for example, that the
forecast entails little or no improvement in the labor market|
over the next few years), or that the downside risks to the
outlook had become sufficiently great, or that inflation
appeared to be in danger of declining notably below its 2
percent objective, | am convinced that scope remains for the
FOMC to provide further policy accommodation either
through its forward guidance or through additional balance-
sheet actions.

[1Ilt may well be appropriate to insure against adverse
shocks that could push the economy into territory where a
self-reinforcing downward spiral of economic weakness
would be difficult to arrest.

This apparent slowing in the labor market may have been
exaggerated by issues related to seasonal adjustment and
the unusually warm weather this past winter. But it may
also be the case that the larger gains seen late last year and
early this year were associated with some catch-up in hiring
on the part of employers who had pared their workforces
aggressively during and just after the recession.

Bernanke
June 7

The Committee reviews the size and composition of its
securities holdings regularly and is prepared to adjust those
holdings as appropriate to promote a stronger economic
recovery in a context of price stability.
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