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1 “How Bernanke Pulled the Fed His Way” WSJ, September 28, 2012

2 “Members generally judged that without additional policy accommodation, economic growth might not be strong enough to
generate sustained improvement in labor market conditions”

3 “flow-based purchase programs”
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4 “Perspectives on Current Economic Issues” Charles Evans, September 18, 2012
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Specifically, 1 believe we should adopt an explicit state-contingent policy rule that commits
the Fed to providing accommodation at least as long as the unemployment rate remains
above 7 percent and the outlook for inflation over the medium term is under 3 percent. If our
progress toward this unemployment marker falters, then we should expand our balance sheet
to increase the degree of monetary support.
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The substance of this liftoff plan is that, as long as longer-term inflation expectations remain
stable, the Committee will not raise the fed funds rate unless the medium-term outlook for
the inflation rate exceeds a threshold value of 2 1/4 percent or the unemployment rate falls
below a threshold value of 5.5 percent.
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Let me explain how I think the purchase of mortgage-backed securities will help. I think the
initiation of a program of MBS purchases is well-timed given recent improvement in the
housing market. ( ) By maintaining downward pressure on mortgage rates and by
encouraging growth of mortgage-financed purchase activity, sales activity in the Southeast
and nationwide should accelerate, and upward pressure on home prices should contribute to
consumer confidence. The policy action should have positive sector-specific effects with
spillover to general conditions. An improving housing sector will help calm one headwind that
has impeded a stronger recovery.

5 “Planning for Liftoff” Narayana Kocherlakota, September 20, 2012
6 “U.S. Economic Outlook and Monetary Policy” Dennis Lockhart, September 21, 2012
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MBS purchases will continue until we see a better employment situation. If we do not see
improvement, more action may be taken.
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In particular, we will continue buying mortgage-backed securities until the job market looks
substantially healthier. We said we might even expand our purchases to include other

assets.
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7 “The Economic Outlook and Challenges to Monetary Policy” John C. Williams, September 24, 2012
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