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4 "There are important issues - such as the outlook in Europe and the degree to which we have lost underlying momentum at
home - where more information is needed before making an informed judgment" June 29, 2012, William C. Dudley

5 “The Economic Outlook and Challenges to Monetary Policy” July 9, 2012, John C. Williams
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We are falling short on both our employment and price stability mandates, and I expect that
we will make only very limited progress toward these goals over the next year. Moreover,
strains in global financial markets raise the prospect that economic growth and progress on
employment will be even slower than I anticipate. In these circumstances, it is essential that
we provide sufficient monetary accommodation to keep our ecorniomy moving towards our
employment and price stability mandates.

If further action is called for, the most effective tool would be additional purchases of
longer-maturity securities, including agency mortgage-backed securities. These purchases
have proven effective in lowering borrowing costs and improving financial conditions.

At the Fed, we take our dual mandate with the utmost seriousness. This is a period when
extraordinary vigilance is demanded. We stand ready to do what is necessary to attain our
goals of maximum employment and price stability.
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a rather abrupt and material adjustment

amiracle cure
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It's possible another policy decision looms. My colleagues and | on the FOMC may confront a
decision on whether or not to respond more aggressively to the economy's apparent weakness.

On the likely effectiveness of further monetary stimulus—a policy that would necessarily be
brought to bear at least in part through credit channels—I think we should have modest
expectations about what further action can accomplish. I do not think this means monetary
policy is impotent or has reached its limit. But | don't see more gquantitative easing or similar
policy action as a miracle cure, especially absent fixes in policy areas outside the central
bank's purview.

[M]y support for the current stance of policy rests on a forecast that sees a step-up of output
and employment growth by year-end and into 2013. If the economy continues on the track
indicated by the most recent incoming data and information, that forecast will become
untenable, as will the policy premises underlying it.
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6 “The Debate Over Further Monetary Action” July 13, 2012, Dennis P. Lockhart
7 “Monetary Policy in Challenging Times”
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2012

When all is said and done, I am expecting growth to come in for 2012 just around 2 percent,
and | would add that reaching this level of moderate growth is going to require some
acceleration in growth in the second half of this year.

My outlook calls for the pace of growth to pick up over the course of this year and into 2013 as
the headwinds holding back the recovery gradually abate. | also expect inflation to remain
close to 2 percent. If the expansion were to continue to lose momentum, and inflation
threatened to run persistently below 2 percent, additional policy action could be warranted.
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the Committee made clear at its June meeting
that ...
IOER

Reflecting its concerns about the slow pace of progress in reducing unemployment and the
downside risks to the economic outlook, the Committee made clear at its June meeting that it
Is prepared to take further action as appropriate to promote a stronger econnomic recovery and
sustained improvement in labor market conditions in a context of price stability.
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8 “Semiannual Monetary Policy Report to the Congress” July 17 & 18, 2012, Chairman Ben S. Bernanke
° “Monetary Policy and Long-Term Real Rates” July 2012, Samuel G. Hanson and Jeremy C. Stein
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