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Most participants expected that continuing reductions in resource slack would be helpful in returning inflation over the
medium term to the Committee’s 2 percent longer-run objective

Many participants continued to judge that a deterioration in the foreign economic situation could pose downside risks

to the outlook for U.S. economic growth #

Many participants observed that a premature increase in rates might damp the apparent solid recovery in real activity

and labor market conditions... In addition, an earlier tightening would increase the likelihood that the Committee might | #8

be forced by adverse economic outcomes to return the federal funds rate to its effective lower bound

Many participants indicated that their assessment of the balance of risks associated with the timing of the beginning of policy | ..

normalization had inclined them toward keeping the federal funds rate at its effective lower bound for a longer time #

Many participants indicated that such economic conditions would help bolster their confidence in the likelihood of

inflation moving toward the Committee’s 2 percent objective after the transitory effects of lower energy prices and | /&

other factors dissipate

Many participants regarded dropping the “patient” language in the statement, whenever that might occur, as risking a | .

shift in market expectations for the beginning of policy firming toward an unduly narrow range of dates A
WAR R

Some participants believed that considerable labor market slack remained, especially when indicators other than the

unemployment rate were taken into account, including the unusually large fraction of the labor force working part time | #8

for economic reasons

Some participants were concerned that a decision to delay the commencement of tightening could be perceived as
indicating that an overly accommodative policy is likely to prevail during the firming phase

Some observed that...the federal funds rate may have already been kept at its lower bound for a sufficient length of
time, and that it might be appropriate to begin policy firming in the near term
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Some participants noted that their confidence in inflation returning to 2 percent would also be bolstered by stable or
rising levels of core PCE inflation

Some expressed the concern that financial markets might overreact, resulting in undesirably tight financial conditions

®| 9%

A number of participants observed that, with anchored inflation expectations, the fall in energy prices should not leave
an enduring imprint on aggregate inflation.

IF

A number of them judged that the decline mostly reflected a reduction in the risk premiums embedded in nominal
interest rates rather than a decline in inflation expectations

3%

A number of participants suggested that they would need to see further improvement in labor market conditions and

data pointing to continued growth in real activity at a pace sufficient to support additional labor market gains before | #8

beginning policy normalization

A number of participants emphasized that they would need to see either an increase in market-based measures of

inflation compensation or evidence that continued low readings on these measures did not constitute grounds for | &

concern

Several participants noted that there were signs of layoffs in the oil and gas industries, and that persistently low energy 4
B

prices might prompt a larger retrenchment of employment in these industries

Several participants remarked that inflation measures that excluded energy items had also moved down in recent
months, but these declines partly reflected transitory factors...

Several participants saw the continuing weakness of core inflation measures as a concern

Several participants noted that a late departure could result in the stance of monetary policy becoming excessively
accommodative, leading to undesirably high inflation

Several participants indicated that signs of improvements in labor compensation would be an important signal

SERLR

A few participants pointed to the risk that the dollar could appreciate further %8
A few participants suggested that the weakness of nominal wage growth indicated that core and headline inflation | ..
could take longer to return to 2 percent than the Committee anticipated #
A few participants voiced concern that nominal wage growth might rise rapidly and inflation might exceed 2 percent for atime | /
A few participants argued that...policymakers might still want to take that decline into account because it could reflect
increased concern on the part of investors about adverse outcomes in which low inflation was accompanied by weak | 8
economic activity
A few observed that the combination of recent labor market improvements and continued softness in inflation had led | ..
them to lower their estimates of the longer-run normal rate of unemployment A
A few others saw only a limited degree of remaining labor underutilization or anticipated that underutilization would
be eliminated relatively soon
A few expressed concern that in some circumstances the public could come to question the credibility of the | ..
Committee’s 2 percent goal A
One participant recommended that, in light of the outlook for inflation, the Committee consider ways to use its tools to | .
provide more, not less, accommodation A
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December 16, 2008
Beginning of Unconventional Monetary Policy
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2x— ! Rubén Hernandez-Murillo and Hannah Shell, “The Rising Complexity of the FOMC Statement,” Economic Synopses, 2014, No. 23.
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