APPENDIX 1

Material used by Mr. Fisher
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Current euro-deposit rate and rates implied by traded forward rate agreements
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Yield 10-Year Government Bond Yields
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Chart 2

Credit Market Conditions
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Chart 4
Outlook for Domestic Demand-Some Key Considerations
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Chart 5
Brazil, Mexico and Korea
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Chart 6

Asia and Latin America
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Chart 9

Foreign Outlook and U.S. External Accounts
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U.S. Net Investment Position to GDP Ratio
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Chart 11

How Low is Inflation?
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PCE Prices

Chart 12
Inflation Projection
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Chant 13
Risks to the Inflation Outlook
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Chart 14

Supply-Side Components of Potential GDP

Long—term trends Projection
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Chart 15
Effects of Changes in the Stock Market

e Boom: Stock market rises about 20 percent in both 1999 and 2000.
e Bust: Stock market falls about 40 percent by 1999:Q3.
® [n both alternatives, monetary policy responds according to Taylor rule.
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Chart 16

ECONOMIC PROJECTIONS FOR 1999
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Exhibit 1

Money and Debt Growth
(In percent)
Provisional
1999 1999 1998
Ranges (Staff projections) (actual)
M2 lto5 6 8.7
M3 2t06 8 11.1
Debt 3to7 St 6.3
Memo: Nominal GDP
Staff 4 5.1
FOMC, central tendency 41042
Growth of Money Market Mutual Funds
(In percent)
1995 1996 1997 1998
M2 money funds 1814 14Y4 16 25
Other money funds in M3 24% 21 212 3434
Memo:
M2 3.9 4.6 58 8.7
M3 6.1 6.8 8.8 11.1
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Exhibit 2
Mutual Funds and M2 Velocity

Mutual Fund Shares
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Exhibit 3

Factors Affecting M3

e M3 money funds have been substituting for market
instruments as cash management vehicles

. In a stable interest rate environment, growth in
M3 money funds should slow

° Growth in bank credit and associated funding needs
are projected to moderate

Flow of Bank Credit and M3 and Non-M3 Sources of Funding

{Billions of Dollars)

Annual
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B Non-M3 Sources Bank credit flow
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Exhibit 4
Money and Debt as Indicators of Nominal GDP
(Derived from Rolling Regressions of Neminal GDP Growth on Current and Lagged One Quarter Money or Debt Growth)

M2

— t-stabistic
----- M2 Coefficient

aa P . -a .
" age T L e -

1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1958

M3

- /
A

L [l ] 1 1 L [l il L [ L L il L 1 1 1 1 o | 1

1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998

Total Debt

A 1 1 1 1 [l 1 L 1 L 1 ] L 1 1 1 1 1 i 1 [ i L 1 i 1 'l 1 L

1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998

1. Based on regressions of y,= A + By,_y+ B,m, + Bgym, ;+ &, where y is growth in nominal GDP, and m is growth in
money or debt. Statistics presented are for rolling 16 quarter regressions.





