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Monetary Policy: SOSO

... the Committee decided to
continue purchasing additional
agency mortgage-backed securities
at a pace of $40 billion per month
and longer-term Treasury securities
at a pace of $45 billion per month.

FOMC statement; October 30, 2013



“We have a three-part baseline projection which
Involves increasing growth..., continuing gains in
the labor market, and inflation moving back

towards objective... we’ll be looking to see if the

data confirm that basic outlook.”

Chairman Ben Bernanke
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The longer-term average of monthly employment

growth continued near its two-year trend....
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..but recent months have generally fallen short

of that trend.
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Job growth has been sufficient to drive the
unemployment rate down beyond expectations.

Unemployment Rate: Actual and Blue Chip Consensus Forecasts
Percent, quarterly averages
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The improving unemployment rate has been accompanied
by continued declines in labor force participation.

Unemployment and Labor Force Participation Rates
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Atlanta Fed Labor Market Progress Spider Chart
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Atlanta Fed Labor Market Progress Spider Chart
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Labor market improvement: A mixed bag.
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The June Summary of Economic Projections: An
anticipated bump in growth.
U.S. 4Q GDP Growth

year-over-year, percent change
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Tracking estimates for real GDP do not yet suggest
an acceleration in growth.

2013Q3 Tracking Forecasts

Reported Real GDP and 2013:lll,lV Forecast
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The trend growth in overall consumer spending remains
near 2%--just a shade under its recovery average.

Real Personal Consumption Expenditures
year-over-year % change, monthly
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Since the end of the recession, the government sector has
subtracted an average 0.32 percentage points from GDP growth
each quarter.

Contributions from Federal and State & Local Government to GDP Growth

percentage points, quarterly, seasonally adjusted annualized rate
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Question: What is the largest source of
uncertainty affecting business decisions?
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The Economic Policy Uncertainty Index was approaching pre-
recession levels until September 2013, when it increased to the
highest point since December 2012.
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Estimates suggest a significant negative
Impact of uncertainty on GDP growth.

Chart 5. Impact of Fiscal Policy Uncertainty on GDP Growth
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The September Summary of Economic Projections:
A downward revision
U.S. 4Q GDP Growth

year-over-year, percent change
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The definition of insanity: A clear record of
overly optimistic growth forecasts.

FOMC* Real GDP Forecasts
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The gap that won’t go away: Time for a different
storyline?

GDP
billions, 2009%
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“We have a three-part baseline projection which
Involves increasing growth..., continuing gains in
the labor market, and inflation moving back

towards objective... we’ll be looking to see If the

data confirm that basic outlook.”

Chairman Ben Bernanke
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The inflation trend remains well short of 2%.

PCE Price Index
year-over-year percent change, monthly
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