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Participants agreed that, with the unemployment rate approaching 6-1/2 percent, it would
soon be appropriate for the Committee to change its forward guidance in order to provide
information about its decisions regarding the federal funds rate after that threshold was
crossed.
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Some participants favored quantitative guidance along the lines of the existing thresholds,
while others preferred a qualitative approach that would provide additional information
regarding the factors that would guide the Committee’s policy decisions. Several participants
suggested that risks to financial stability should appear more explicitly in the list of factors
that would guide decisions about the federal funds rate once the unemployment rate
threshold is crossed, and several participants argued that the forward guidance should give
greater emphasis to the Committee’s willingness to keep rates low if inflation were to remain
persistently below the Committee's 2 percent longer-run objective.
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Several participants argued that, in the absence of an appreciable change in the economic
outlook, there should be a clear presumption in favor of continuing to reduce the pace of
purchases by a total of $10 billion at each FOMC meeting.
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A few participants raised the possibility that it might be appropriate to increase the federal
funds rate relatively soon. One participant cited evidence that the equilibrium real interest
rate had moved higher, and a couple of them noted that some standard policy rules tended to
suggest that the federal funds rate should be raised above its effective lower bound before the
middle of this year.

Other participants, however, suggested that prescriptions from standard policy rules were
not appropriate in current circumstances, either because the target federal funds rate had
been constrained by the lower bound for some time or because the equilibrium real rate of
interest was likely still being held down by various factors, including the lingering effects of
the financial crisis, and was significantly below the value of the longer-run rate built into
standard policy rules.
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[S]everal participants observed that temporary factors had helped boost real GDP during the
second half, pointing specifically to the substantial contributions from net exports and
increased inventory investment. As a result, participants generally did not expect the recent

pace of economic growth to be sustained, but they nonetheless anticipated that the economy
would expand at a moderate pace in coming quarters.
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A number of participants indicated that the December payrolls figure may have been an
anomaly, perhaps importantly reflecting bad weather, and it was noted that the initial
readings on payrolls in recent years had subsequently tended to be revised up. In addition,

some participants reported that their business contacts had become more positive about
hiring in the year ahead.
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It was also noted that recent developments in several emerging market economies, if they
continued, could pose downside risks to the outlook.

Overall, most participants still viewed the risks to the outlook for the economy and the labor
market as having become more nearly balanced in recent months.
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