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(1) Implied Federal Funds Rate Path*
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*Derived from federal funds futures and Eurodollar futures.
Source: Bloomberg, Federal Reserve Bank of New York, Federal Reserve
Board of Governors

(3) Nominal Five-Year, Five-Year Forward Rates
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*Changes in Eurodollar, Short Sterling and Euribor futures-implied rates for
the U.S., U.K., and Euro Area, respectively.
Source: Bloomberg
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(2) Probability Distribution of the
Pace of Tightening After Liftoff*
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*Average of dealers’ and buy side market participants’ probabilities.
Conditional on the target not returning to the zero lower bound. The average
probability assigned to this scenario was 80%.

Source: Federal Reserve Bank of New York

(4) U.S. Inflation Compensation
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(6) Currency Performance Against the Dollar*
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*DXY dollar index appreciated by 3.7 percent since 07/29/14.
Source: Bloomberg, J.P. Morgan
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(7) Standardized Implied Volatility Indices*

Standard =——Aggregate Equity and Rate Volatility Index**
Deviations Currency Volatility Index***
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*Standardized using all daily observations since June 1994.
**One-month equity, short- and long-rate implied volatilities.
***One-month developed market currency implied volatility.

Source: Bloomberg, CBOE, Barclays, Deutsche Bank, Federal Reserve Bank
of New York Staff Calculations

(9) Euro-Area Forward Inflation Swaps
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(11) European ABS and Covered Bond Markets
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Source: European Central Bank, SIFMA, European Covered Bond Council,
Dealer Estimates, Federal Reserve Bank of New York Staff Calculations
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(8) Euro-Dollar Performance
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(13) SOMA Euro Portfolio Asset Allocation*

Bench- Pre-Jun
mark '14 ECB Current
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Allocation (Percent)

Cash 0.0 124 0.0
Official Deposits 50.0 37.7 63.1
Of Which: Banque de France 12,5 125 459

RRPs 175 175 0.0

Securities Held Outright 325 325 36.9
Duration (Months) 944  11.06
Duration Limits (Months)

Internal Duration Limit 12.00

Maximum Authorized Duration 18.00

*Includes unsettled positions as of 09/12/14.
Source: Federal Reserve Bank of New York

(15) SOMA Portfolio Holdings Expectations*
Interquartile Range
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*Based on all responses from the Survey of Primary Dealers and Survey of
Market Participants. Inset box shows medians.

Source: Federal Reserve Bank of New York

(17) Overnight RRP Operation Results
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(14) Central Bank Liquidity Swaps Outstanding
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(18) FR 2420 Federal Funds Borrowing*
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Source: Federal Reserve Bank of New York
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(19) Expected IOER-ON RRP Rate Spread and
ON RRP Usage Immediately Following Liftoff*
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*Based on all responses from the Survey of Primary Dealers and Survey of
Market Participants. Excludes five outliers expecting a negative IOER-ON
RRP rate spread and one outlier expecting $2 trillion in ON RRP usage.
Source: Federal Reserve Bank of New York

(21) Expected Distribution of Policy Rates
Immediately Following Liftoff*

Percent
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*Based on all responses from the Survey of Primary Dealers and Survey of
Market Participants. Boxes show interquartile ranges and medians.
Source: Federal Reserve Bank of New York

(23) ON RRP Facility Testing

* Proposed Test
o Leave ON RRP rate at 5 basis points
o Raise per-counterparty limit from $10 to $30 billion
o Limit overall size to $300 billion
o Auction process if aggregate bids exceed overall limit
o Begin Sep 22, extend at least through Oct meeting

+ Potential Features to Test
o Circuit-breaker cap that adjusts with average prior usage
o Small changes in ON RRP rate
o Moderate adjustments up and down to overall size limit
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(20) Evolution of Expected ON RRP Usage*
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*Based on responses of the Primary Dealers and Market Participants who
expect a 25-basis-point spread between the IOER and ON RRP rates
immediately following liftoff through three years following liftoff. Boxes
show interquartile ranges and medians.

Source: Federal Reserve Bank of New York

(22) Distribution of Expectations for Change in
IOER-FF Effective Rate Spread Over Time*
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*Change from immediately following liftoff to three years following liftoff.
Based on responses of the Primary Dealers and Market Participants who
expect a 25-basis-point spread between the IOER and ON RRP rates
immediately following liftoff through three years following liftoff.

Source: Federal Reserve Bank of New York
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Proposed Resolution on Overnight Reverse Repurchase Agreements

“The Federal Open Market Committee (FOMC) authorizes the Federal Reserve Bank
of New York to conduct a series of overnight reverse repurchase operations involving
U.S. Government securities for the purpose of further assessing the appropriate
structure of such operations in supporting the implementation of monetary policy
during normalization. The reverse repurchase operations authorized by this
resolution shall be (i) conducted at an offering rate that may vary from zero to five
basis points, (ii) for an overnight term, or such longer term as is warranted to
accommodate weekend, holiday, and similar trading conventions, (iii) subject to a per-
counterparty limit of up to $30 billion per day, (iv) subject to an overall size limit of
up to $300 billion per day, (v) awarded to all submitters (A) at the specified offering
rate if the sum of the bids received is less than or equal to the overall size limit, or (B)
at the stopout rate, determined by evaluating bids in ascending order by submitted
rate up to the point at which the total quantity of bids equals the overall size limit,
with all bids below this rate awarded in full at the stopout rate and all bids at the
stopout rate awarded on a pro rata basis, if the sum of the counterparty offers
received is greater than the overall size limit, and (vi) offered beginning with the
operation conducted on September 22, 2014, with the resolution adopted at the
January 28-29, 2014, FOMC meeting remaining in place until the conclusion of the
operation conducted on September 19, 2014. The Chair must approve any change in
the offering rate within the range specified in (i) and any changes to the per-
counterparty and overall size limits subject to the limits specified in (iif) and (iv). The
System Open Market Account manager will notify the FOMC in advance about any
changes to the offering rate, per-counterparty limit, or overall size limit applied to
operations. These operations shall be authorized through January 30, 2015.”
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Proposed Desk Statement on Overnight Reverse Repurchase Agreements

“As noted in the October 19, 2009, Statement Regarding Reverse Repurchase
Agreements, the Open Market Trading Desk (the Desk) at the Federal Reserve Bank
of New York (New York Fed) has been working internally and with market
participants on operational aspects of tri-party reverse repurchase agreements (RRPs)

to ensure that this tool will be ready to support the monetary policy objectives of the
Federal Open Market Committee (FOMC).

The Federal Reserve continues to enhance operational readiness and increase its
understanding of the impact of RRPs through technical exercises. In further support
of its objectives, the FOMC instructed the Desk to change the design of these RRP
operations. Effective Monday, September 22, 2014, each eligible counterparty will be
limited to one bid of up to $30 billion per day, an increase from the current $10
billion per-counterparty maximum bid limit, and each operation will be subject to an
overall size limit of $300 billion. Each submitted request must include a rate of
interest, subject to a specified maximum, which would apply only in the event that the
total amount of offers received by the New York Fed exceeds the overall size limit of
the operation. If the sum of the bids received is less than or equal to the overall size
limit, awards will be made at the specified offering rate to all submitters. If the sum
of the bids received is greater than the overall size limit, awards will be allocated using
a single-price auction based on the “stopout” rate at which the overall size limit is
reached, with all bids below this rate awarded in full at the stopout rate and all bids at
this rate awarded on a pro rata basis at the stopout rate. The stopout rate will be
determined by evaluating all bids in ascending order by submitted rate up to the point
at which the total quantity of offers equals the overall size limit. The offering rate will
be set at 0.05 percent (five basis points).

The operations will be open to all eligible RRP counterparties, will use Treasury
collateral, will settle same-day, and will have an overnight tenor. The RRP operations

will be held from 12:45 to 1:15 pm (Eastern Time).

Any future changes to these RRP operations will be announced with at least one

business day’s prior notice on the New York Fed’s website.
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Like earlier operational readiness exercises, this work is a matter of prudent advance
planning by the Federal Reserve. These operations do not represent a change in the
stance of monetary policy, and no inference should be drawn about the timing of any

change in the stance of monetary policy in the future.

The results of these operations will be posted on the public website of the New York
Fed, together with the results for other temporary open market operations. The
outstanding amounts of RRPs are reported as a factor absorbing reserves in Table 1 in
the Federal Reserve's H.4.1 statistical release and as liability items in Tables 8 and 9 of
that release. The outstanding amounts of RRPs by remaining maturity are reported in
Table 2 of the release.”
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Proposed Policy Normalization Principles and Plans

During its recent meetings, the Federal Open Market Committee (FOMC)
discussed ways to normalize the stance of monetary policy and the Federal
Reserve’s securities holdings. The discussions were part of prudent planning and
do not imply that normalization will necessarily begin soon. The Committee
continues to judge that many of the normalization principles that it adopted in
June 2011 remain applicable. However, in light of the changes in the System
Open Market Account (SOMA) portfolio since 2011 and enhancements in the
tools the Committee will have available to implement policy during normalization,
the Committee has concluded that some aspects of the eventual normalization
process will likely differ from those specified earlier. The Committee also has
agreed that it is appropriate at this time to provide additional information
regarding its normalization plans. [ Allbut _ FOMC participants have agreed
on the following key elements of the approach they intend to implement when it
becomes appropriate to begin normalizing the stance of monetary policy: ]

e The Committee will determine the timing and pace of policy normalization—
meaning steps to raise the federal funds rate and other short-term interest rates
to more normal levels and to reduce the Federal Reserve’s securities
holdings—so0 as to promote its statutory mandate of maximum employment
and price stability.

o0 When economic conditions and the economic outlook warrant a less
accommodative monetary policy, the Committee will raise its target range for
the federal funds rate.

o During normalization, the Federal Reserve intends to move the federal funds
rate into the target range set by the FOMC primarily by adjusting the interest
rate it pays on excess reserve balances.

o During normalization, the Federal Reserve intends to use an overnight
reverse repurchase agreement facility and other supplementary tools as
needed to help control the federal funds rate. The Committee will use an
overnight reverse repurchase agreement facility only to the extent necessary
and will phase it out when it is no longer needed to help control the federal
funds rate.
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e The Committee intends to reduce the Federal Reserve’s securities holdings in

a gradual and predictable manner primarily by ceasing to reinvest repayments

of principal on securities held in the SOMA.

o The Committee expects to cease or commence phasing out reinvestments
after it begins increasing the target range for the federal funds rate; the timing
will depend on how economic and financial conditions and the economic
outlook evolve.

o The Committee currently does not anticipate selling agency mortgage-backed
securities as part of the normalization process, although limited sales might
be warranted in the longer run to reduce or eliminate residual holdings. The
timing and pace of any sales would be communicated to the public in
advance.

e The Committee intends that the Federal Reserve will, in the longer run, hold

no more securities than necessary to implement monetary policy efficiently

and effectively, and that it will hold primarily Treasury securities, thereby

minimizing the effect of Federal Reserve holdings on the allocation of credit

across sectors of the economy.
e The Committee is prepared to adjust the details of its approach to policy
normalization in light of economic and financial developments.
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5. PCE Prices
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The Foreign Economic Outlook

1. Foreign GDP
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2. Euro-Area GDP Growth
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*BLS: Average hourly wage, Total Private.
*ONS: Average hourly wage, Total Private.
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* ONS: Output per hour worked, whole economy (SA).
** BLS: Real output per hour of all persons (SA).
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Exhibit 1. Central tendencies and ranges of economic projections, 2014-17 and over the longer run
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Exhibit 2. Economic projections for 2014-17 and over the longer run (percent)

Change in real GDP

2014 2015 2016 2017 Longer run

Central Tendency. ....... 20t022 26to3.0 26to29 23to25 1 2.0to23

June projection ... ... 21t023 3.0to3.2 25t03.0 n.a. : 2.1 to 2.3

Range................... 18to23 21to32 21to3.0 20to2.6: 1.8to2.6

June projection ... ... 19to24 22to3.6 2.2to03.2 n.a. ' 1.8t025
Memo: Tealbook** ... ... 2.2 2.7 2.9 23 1 20
June projection ...... 2.4 3.0 3.2 NA ! 2.0

Unemployment rate

2014 2015 2016 2017 Longer run

Central Tendency. ....... 59t06.0 54tob56 H1ltod4d 49tobdbd 1 52t05bH.5

June projection ... ... 6.0to 6.1 54t05.7 5.1tob.5 n.a. : 5.2 to 5.5

Range................... 57t06.1 52t057 49to56 4.7to5.8 1 5.0to6.0

June projection ...... 5.8t06.2 5.2t05.9 5.0to5.6 n.a. ' 5.0t06.0
Memo: Tealbook ........ 5.9 5.4 5.1 4.9 | 5.2
June projection ...... 6.0 5.4 5.0 NA ! 5.2

PCE inflation

2014 2015 2016 2017 Longer run
Central Tendency. ....... 15t0ol7 16tol9 1.7to20 1.9to2.0 2.0
June projection ... ... 1.5t0 1.7 1.5t02.0 1.6 to 2.0 n.a. : 2.0
Range................... 1.5to1.8 15to24 16to21 1.7to2.2 2.0
June projection ... ... 14t02.0 14to24 1.5t02.0 n.a. ‘ 2.0
Memo: Tealbook ........ 1.5 1.5 1.6 L7 1 20
June projection ...... 1.5 14 1.5 NA ! 2.0

Core PCE inflation

2014 | 2015 | 2016 | 2017
Central Tendency........ 15to1.6 16tol1l9 1.8to2.0 1.9to 2.0
June projection ... ... 15to1.6 1.6to20 1.7to02.0 n.a.
Range................... 1.5t01.8 16to24 1.7to22 1.8to22
June projection ... ... 14t01.8 15to24 1.6to2.0 n.a.
Memo: Tealbook ........ 1.5 1.6 1.7 1.8
June projection ...... 1.5 1.6 1.7 NA

* The changes in real GDP and inflation are measured Q4/QA4.
** The September 2014 Tealbook value that was updated on September 12, 2014, is reported here.
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Exhibit 3. Overview of FOMC participants’ assessments of appropriate monetary policy

Number of participants

Appropriate timing of policy firming

B  September projections u — 15

= = June projections — 14

— 13
— 12
— 11
10

S N o ©

w e w

B

2014 2015 2016

NOTE: The height of each bar denotes the number of FOMC participants who judge that, under appropriate
monetary policy, the first increase in the target range for the federal funds rate from its current range of 0 to 1/4 percent
will occur in the specified calendar year.
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Exhibit 4. Overview of FOMC participants’ assessments of appropriate monetary policy

Percent

Appropriate pace of policy firming

Target federal funds rate or midpoint of target range at year-end

ot

September projections

2014 2015 2016 2017 Longer run

Percent

Appropriate pace of policy firming

Target federal funds rate or midpoint of target range at year-end

ot

___.O June projections

|
L
000000000000000 000 |
1
1
1

2014 2015 2016 2017 Longer run

NOTE: In the two panels above, each shaded circle indicates the value (rounded to the nearest 1/8 percentage point)
of an individual participant’s judgment of the midpoint of the appropriate target range for the federal funds rate or the
appropriate target level for the federal funds rate at the end of the specified calendar year or over the longer run.
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Exhibit 5. Scatterplot of unemployment and PCE inflation rates in the initial year of policy firming (in percent)

PCE

inflation

RO E SRR O U PR RO URPOURPRRRURROIS SRRSO L 10
|| 1 | |
4.5 5.0 5.5 6.0

Unemployment Rate

Year of Firming

A 2014

O 2015
@ 2016

NOTE: When the projections of two or more participants are identical, larger markers, which represent one partici-
pant each, are used so that each projection can be seen.
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Exhibit 6. Uncertainty and risks in economic projections
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Number of participants

Uncertainty about GDP growth
— @ September projections - 18
— == June projections — 16

Lower Broadly Higher
similar

Number of participants

Uncertainty about the unemployment rate

Lower Broadly Higher
similar

Number of participants

Uncertainty about PCE inflation

Lower Broadly Higher
similar

Number of participants

Uncertainty about core PCE inflation

Lower Broadly Higher
similar

Number of participants

Risks to GDP growth
O September projections - 18
= = June projections — 16

Weighted to Broadly Weighted to
downside balanced upside

Number of participants

Risks to the unemployment rate

— 18
— 16
| —14
| -12
- 10
! - 8
| - 6
| - 4
2
Weighted to Broadly Weighted to
downside balanced upside
Number of participants
Risks to PCE inflation

Weighted to Broadly Weighted to
downside balanced upside

Number of participants

Risks to core PCE inflation

Weighted to Broadly

Weighted to

downside balanced upside
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Market Expectations and Policy Issues
Key Policy Issues
o "Substantial improvement" in the outlook for the labor market?
. "Significant underutilization" of labor resources?
o "Considerable time" still appropriate?
o Guidance on path of target federal funds rate after liftoff still consistent with outlook?

SEP: Unemployment Rate

Percent

7/ sept. 2012 SEP
7/, sept. 2014 SEP -

— Historical Data

. |

_

I~ AS- 1
2014
- 7 7 -
7
7 7z
- % -
| | | | | |
Dec. Dec. Dec. Dec. Dec. Dec.
2012 2013 2014 2015 2016 2017

Note: The blue and red shaded boxes respectively show September
2012 and September 2014 SEP central tendencies.

Source: Bureau of Labor Statistics, Sept. 2012 and Sept. 2014 SEP.

Expected Path of the Federal Funds Rate

: B ooy e o % %
: % :

8.5

8.0

7.5

7.0

6.5

6.0

55

5.0

4.0

35

3.0

25

2.0

15

1.0

0.5

0.0

Note: Median expected path of the federal funds rate is calculated using the
midpoint of the reported range or point estimate for each dealer. Red shaded

boxes show the September 2014 SEP central tendencies.
Source: September 2014 SEP and Primary Dealer Survey.

Average Monthly Change in Labor Market Conditions

Index Index Points

. _
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

2012 2013 2014

*Note: Q3 is the average of the monthly changes in July and August.
Source: Staff calculations.

SEP: Shortfall in FFR From its Longer-Run Level at

End of Year in Which Unemployment and Inflation
Gaps Close Percent

7

0.0

-0.5

-1.0

-1.5

-2.0

-2.5

-3.0

-3.5

Note: Blue dots represent the difference between the appropriate federal funds rate
and the projected longer-run federal funds rate at the end of the first year in which
FOMC participants project unemployment and inflation to be within 2/10ths of their

respective longer-run values. Chart excludes two FOMC participants who do not

project inflation to be within 2/10ths of their respective longer-run values by Q4 2017.

Source: September 2014 SEP.
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JuLy 2014 FOMC STATEMENT

1.

Information received since the Federal Open Market Committee met in June indicates
that growth in economic activity rebounded in the second quarter. Labor market
conditions improved, with the unemployment rate declining further. However, a
range of labor market indicators suggests that there remains significant
underutilization of labor resources. Household spending appears to be rising
moderately and business fixed investment is advancing, while the recovery in the
housing sector remains slow. Fiscal policy is restraining economic growth, although
the extent of restraint is diminishing. Inflation has moved somewhat closer to the
Committee’s longer-run objective. Longer-term inflation expectations have remained
stable.

Consistent with its statutory mandate, the Committee seeks to foster maximum
employment and price stability. The Committee expects that, with appropriate policy
accommaodation, economic activity will expand at a moderate pace, with labor market
indicators and inflation moving toward levels the Committee judges consistent with
its dual mandate. The Committee sees the risks to the outlook for economic activity
and the labor market as nearly balanced and judges that the likelihood of inflation
running persistently below 2 percent has diminished somewhat.

The Committee currently judges that there is sufficient underlying strength in the
broader economy to support ongoing improvement in labor market conditions. In
light of the cumulative progress toward maximum employment and the improvement
in the outlook for labor market conditions since the inception of the current asset
purchase program, the Committee decided to make a further measured reduction in
the pace of its asset purchases. Beginning in August, the Committee will add to its
holdings of agency mortgage-backed securities at a pace of $10 billion per month
rather than $15 billion per month, and will add to its holdings of longer-term Treasury
securities at a pace of $15 billion per month rather than $20 billion per month. The
Committee is maintaining its existing policy of reinvesting principal payments from
its holdings of agency debt and agency mortgage-backed securities in agency
mortgage-backed securities and of rolling over maturing Treasury securities at
auction. The Committee’s sizable and still-increasing holdings of longer-term
securities should maintain downward pressure on longer-term interest rates, support
mortgage markets, and help to make broader financial conditions more
accommaodative, which in turn should promote a stronger economic recovery and help
to ensure that inflation, over time, is at the rate most consistent with the Committee’s
dual mandate.

The Committee will closely monitor incoming information on economic and financial
developments in coming months and will continue its purchases of Treasury and
agency mortgage-backed securities, and employ its other policy tools as appropriate,
until the outlook for the labor market has improved substantially in a context of price
stability. If incoming information broadly supports the Committee’s expectation of
ongoing improvement in labor market conditions and inflation moving back toward
its longer-run objective, the Committee will likely reduce the pace of asset purchases
in further measured steps at future meetings. However, asset purchases are not on a
preset course, and the Committee’s decisions about their pace will remain contingent
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6.

on the Committee’s outlook for the labor market and inflation as well as its
assessment of the likely efficacy and costs of such purchases.

To support continued progress toward maximum employment and price stability, the
Committee today reaffirmed its view that a highly accommodative stance of monetary
policy remains appropriate. In determining how long to maintain the current 0 to

Ya percent target range for the federal funds rate, the Committee will assess
progress—both realized and expected—toward its objectives of maximum
employment and 2 percent inflation. This assessment will take into account a wide
range of information, including measures of labor market conditions, indicators of
inflation pressures and inflation expectations, and readings on financial
developments. The Committee continues to anticipate, based on its assessment of
these factors, that it likely will be appropriate to maintain the current target range for
the federal funds rate for a considerable time after the asset purchase program ends,
especially if projected inflation continues to run below the Committee’s 2 percent
longer-run goal, and provided that longer-term inflation expectations remain well
anchored.

When the Committee decides to begin to remove policy accommodation, it will take a
balanced approach consistent with its longer-run goals of maximum employment and
inflation of 2 percent. The Committee currently anticipates that, even after
employment and inflation are near mandate-consistent levels, economic conditions
may, for some time, warrant keeping the target federal funds rate below levels the
Committee views as normal in the longer run.
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FOMC STATEMENT—SEPTEMBER 2014 ALTERNATIVE A

1.

Information received since the Federal Open Market Committee met in June July
indieates suggests that grewth-ir economic activity rebeunded is expanding at a
moderate pace -the-second-guarter. On balance, labor market conditions
improved with somewhat further; however, the unemployment rate deehining
further is little changed—Hewever, and a range of labor market indicators suggests
that there remains significant underutilization of labor resources. Household
spending appears to be rising moderately and business fixed investment is advancing,
while the recovery in the housing sector remains slow. Fiscal policy is restraining
economic growth, although the extent of restraint is diminishing. Inflation has moved
somewhat eleserte further below the Committee’s longer-run objective even
though longer-term inflation expectations have remained stable.

Consistent with its statutory mandate, the Committee seeks to foster maximum
employment and price stability. The Committee expects that, with appropriate policy
accommodation, economic activity will expand at a moderate pace, with labor market
indicators and inflation moving gradually toward levels the Committee judges
consistent with its dual mandate. The Committee sees the risks to the outlook for

The Committee currently judges that there is sufficient underlying strength in the
broader economy to support ongoing improvement in labor market conditions. In
light of the cumulative progress toward maximum employment and the improvement
in the outlook for labor market conditions since the inception of the current asset
purchase program, the Committee decided to make a further measured reduction in
the pace of its asset purchases. Beginning in August October, the Committee will
add to its holdings of agency mortgage-backed securities at a pace of $20 $5 billion
per month rather than $25 $10 billion per month, and will add to its holdings of
longer-term Treasury securities at a pace of $25 $10 billion per month rather than $20
$15 billion per month. The Committee is maintaining its existing policy of
reinvesting principal payments from its holdings of agency debt and agency
mortgage-backed securities in agency mortgage-backed securities and of rolling over
maturing Treasury securities at auction. The Committee’s sizable and still-increasing
holdings of longer-term securities should maintain downward pressure on longer-term
interest rates, support mortgage markets, and help to make broader financial
conditions more accommodative, which in turn should promote a stronger economic
recovery and help to ensure that inflation, over time, is at the rate most consistent
with the Committee’s dual mandate.

The Committee will closely monitor incoming information on economic and financial
developments in coming months and will continue its purchases of Treasury and
agency mortgage-backed securities, and employ its other policy tools as appropriate,
until the outlook for the labor market has improved substantially in a context of price
stability. If incoming information broadly supports the Committee’s expectation of
ongoing improvement in labor market conditions and inflation moving back toward
its longer-run objective, the Committee will likely reduce-the-pace-of end its current
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program of asset purchases i-further-measured-steps at future its next meetings.
However, asset purchases are not on a preset course, and the Committee’s decisions

about their pace will remain contingent on the Committee’s outlook for the labor
market and inflation as well as its assessment of the likely efficacy and costs of such
purchases.

5. To support continued progress toward maximum employment and price stability, the
Committee today reaffirmed its view that a highly accommodative stance of monetary
policy remains appropriate. In determining how long to maintain the current 0 to
Y4 percent target range for the federal funds rate, the Committee will assess
progress—both realized and expected—toward its objectives of maximum
employment and 2 percent inflation. This assessment will take into account a wide
range of information, including measures of labor market conditions, indicators of
inflation pressures and inflation expectations, and readings on financial
developments. The Committee eentindes-te anticipates, based on its assessment of
these factors, that it likely will be appropriate to maintain the current target range for

the federal funds rate fe%nade#&ble—ﬂmee#eﬁheesset—pwehase—pregr&mend&

_eshe aValTa a aMlaTa A alaalaa aYal an

lenger—mngeal,—and at Ieast as Ionq as |nflat|on between one and two years ahead
is projected to be below 2 percent, provided that longer-term inflation expectations
remain well anchored.

6. When the Committee decides to begin to remove policy accommodation, it will take a
balanced approach consistent with its longer-run goals of maximum employment and
inflation of 2 percent. The Committee currently anticipates that, even after
employment and inflation are near mandate-consistent levels, economic conditions
may, for some time, warrant keeping the target federal funds rate below levels the
Committee views as normal in the longer run.
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FOMC STATEMENT—SEPTEMBER 2014 ALTERNATIVE B

1.

Information received since the Federal Open Market Committee met in June July
indieates suggests that grewth-ir economic activity rebeunded is expanding at a
moderate pace -the-second-guarter. On balance, labor market conditions
improved with somewhat further; however, the unemployment rate deehining
further is little changed—Hewever, and a range of labor market indicators suggests
that there remains significant underutilization of labor resources. Household
spending appears to be rising moderately and business fixed investment is advancing,
while the recovery in the housing sector remains slow. Fiscal policy is restraining
economic growth, although the extent of restraint is diminishing. Inflation has meved
been running somewhat eloserte below the Committee’s longer-run objective.
Longer-term inflation expectations have remained stable.

Consistent with its statutory mandate, the Committee seeks to foster maximum
employment and price stability. The Committee expects that, with appropriate policy
accommodation, economic activity will expand at a moderate pace, with labor market
indicators and inflation moving toward levels the Committee judges consistent with
its dual mandate. The Committee sees the risks to the outlook for economic activity
and the labor market as nearly balanced and judges that the likelihood of inflation
running persistently below 2 percent has diminished somewhat since early this year.

The Committee currently judges that there is sufficient underlying strength in the
broader economy to support ongoing improvement in labor market conditions. In
light of the cumulative progress toward maximum employment and the improvement
in the outlook for labor market conditions since the inception of the current asset
purchase program, the Committee decided to make a further measured reduction in
the pace of its asset purchases. Beginning in August October, the Committee will
add to its holdings of agency mortgage-backed securities at a pace of $20 $5 billion
per month rather than $15 $10 billion per month, and will add to its holdings of
longer-term Treasury securities at a pace of $15 $10 billion per month rather than $20
$15 billion per month. The Committee is maintaining its existing policy of
reinvesting principal payments from its holdings of agency debt and agency
mortgage-backed securities in agency mortgage-backed securities and of rolling over
maturing Treasury securities at auction. The Committee’s sizable and still-increasing
holdings of longer-term securities should maintain downward pressure on longer-term
interest rates, support mortgage markets, and help to make broader financial
conditions more accommodative, which in turn should promote a stronger economic
recovery and help to ensure that inflation, over time, is at the rate most consistent
with the Committee’s dual mandate.

The Committee will closely monitor incoming information on economic and financial
developments in coming months and will continue its purchases of Treasury and
agency mortgage-backed securities, and employ its other policy tools as appropriate,
until the outlook for the labor market has improved substantially in a context of price
stability. If incoming information broadly supports the Committee’s expectation of
ongoing improvement in labor market conditions and inflation moving back toward
its longer-run objective, the Committee will likely reduee-thepace-of end its current

program of asset purchases in-further-measured-steps at future its next meetings.
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6.

However, asset purchases are not on a preset course, and the Committee’s decisions
about their pace will remain contingent on the Committee’s outlook for the labor
market and inflation as well as its assessment of the likely efficacy and costs of such
purchases.

To support continued progress toward maximum employment and price stability, the
Committee today reaffirmed its view that a highly accommodative stance of monetary
policy remains appropriate. In determining how long to maintain the current 0 to

Ya percent target range for the federal funds rate, the Committee will assess
progress—both realized and expected—toward its objectives of maximum
employment and 2 percent inflation. This assessment will take into account a wide
range of information, including measures of labor market conditions, indicators of
inflation pressures and inflation expectations, and readings on financial
developments. The Committee continues to anticipate, based on its assessment of
these factors, that it likely will be appropriate to maintain the current target range for
the federal funds rate for a considerable time after the asset purchase program ends,
especially if projected inflation continues to run below the Committee’s 2 percent
longer-run goal, and provided that longer-term inflation expectations remain well
anchored.

When the Committee decides to begin to remove policy accommodation, it will take a
balanced approach consistent with its longer-run goals of maximum employment and
inflation of 2 percent. The Committee currently anticipates that, even after
employment and inflation are near mandate-consistent levels, economic conditions
may, for some time, warrant keeping the target federal funds rate below levels the
Committee views as normal in the longer run.
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FOMC STATEMENT—SEPTEMBER 2014 ALTERNATIVE C

1.

Information received since the Federal Open Market Committee met in June July
indieates suggests that grewth-ir economic activity rebeunded is expanding at a
moderate pace -the-second-guarter. On balance, labor market conditions
improved with somewhat further, although the unemployment rate dechiningfurther
is little changed. Hewever Moreover, a range of labor market indicators suggests
that there-remains-significant underutilization of labor resources is diminishing.
Household spending appears to be rising moderately and business fixed investment is
advancrng while the recovery in the housing sector remalns slow Frse&l—pohey—rs
rg- Inflation
has—mo\,teel—sememmat—eleser—te appears to be moving qraduallv toward the
Committee’s longer-run objective. Longer-term inflation expectations have remained
stable.

Consistent with its statutory mandate, the Committee seeks to foster maximum
employment and price stability. The Committee expects that, with appropriate policy
accommaodation, economic activity will expand at a moderate pace, with labor market
indicators and inflation moving toward levels the Committee judges consistent with
its dual mandate. The Committee sees the risks to the outlook for economic activity
and the labor market as nearly balanced and judges that the likelihood of inflation
running persistently below 2 percent has diminished somewhat since early this year.

The Committee eurrently judges that there is has been a substantial improvement
in the outlook for the labor market since the inception of its current asset
purchase program and continues to anticipate that inflation will move toward
the Committee’s longer-run objective. Moreover, the Committee sees sufficient

underlying strength in the broader economy to support ongoing #aprevementin-taber
maﬂeet—eenelmns proqress toward maximum emplovment in a context of price

tabllrty

eerrent—asset—purehasepregr&m Accordmgly the Commlttee decided to m&kea
#urther—meas&red—redeetrerem—the—pae&ef—rts—asset—purehases conclude |ts purchase

program this month.

The Committee is maintaining its existing policy of reinvesting principal payments
from its holdings of agency debt and agency mortgage-backed securities in agency
mortgage-backed securities and of rolling over maturing Treasury securities at
auction. The Commlttee S srzable anel—st#l—mereasmg holdlngs of Ionger term
securities should

mertgage—merkets—anel—help—te—make—breaeler eIQ keeg financial condltlons more

accommodatlve
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5. To support continued progress toward maximum employment and price stability, the
Committee today reaffirmed its view that a highly accommodative stance of monetary
policy remains appropriate. In determining how long to maintain the current 0 to
Y4 percent target range for the federal funds rate, the Committee will assess
progress—both realized and expected—toward its objectives of maximum
employment and 2 percent inflation. This assessment will take into account a wide
range of information, including measures of labor market conditions, indicators of
inflation pressures and inflation expectations, and readings on financial
developments. The Committee contindes-te anticipates, based on its assessment of
these factors, that it likely will be appropriate to maintain the current target range for
the federal funds rate for a-censiderable some time afterthe-assetpurchase-program
ends, especially if projected inflation continues to run below the Committee’s
2 percent longer-run goal, and provided that longer-term inflation expectations
remain well anchored.

6. When the Committee decides to begin to remove policy accommodation, it will take a
balanced approach consistent with its longer-run goals of maximum employment and
inflation of 2 percent. The Committee currently anticipates that, even after
employment and inflation are near mandate-consistent levels, economic conditions
may, for some time, warrant keeping the target federal funds rate below levels the
Committee views as normal in the longer run.
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JuLy 2014 DIRECTIVE

Consistent with its statutory mandate, the Federal Open Market Committee seeks
monetary and financial conditions that will foster maximum employment and price
stability. In particular, the Committee seeks conditions in reserve markets consistent with
federal funds trading in a range from 0O to % percent. The Committee directs the Desk to
undertake open market operations as necessary to maintain such conditions. Beginning
in August, the Desk is directed to purchase longer-term Treasury securities at a pace of
about $15 billion per month and to purchase agency mortgage-backed securities at a pace
of about $10 billion per month. The Committee also directs the Desk to engage in dollar
roll and coupon swap transactions as necessary to facilitate settlement of the Federal
Reserve’s agency mortgage-backed securities transactions. The Committee directs the
Desk to maintain its policy of rolling over maturing Treasury securities into new issues
and its policy of reinvesting principal payments on all agency debt and agency mortgage-
backed securities in agency mortgage-backed securities. The System Open Market
Account manager and the secretary will keep the Committee informed of ongoing
developments regarding the System’s balance sheet that could affect the attainment over
time of the Committee’s objectives of maximum employment and price stability.
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DIRECTIVE FOR SEPTEMBER 2014 ALTERNATIVE A

Consistent with its statutory mandate, the Federal Open Market Committee seeks
monetary and financial conditions that will foster maximum employment and price
stability. In particular, the Committee seeks conditions in reserve markets consistent with
federal funds trading in a range from 0O to % percent. The Committee directs the Desk to
undertake open market operations as necessary to maintain such conditions. Beginning
in August October, the Desk is directed to purchase longer-term Treasury securities at a
pace of about $25 $10 billion per month and to purchase agency mortgage-backed
securities at a pace of about $20 $5 billion per month. The Committee also directs the
Desk to engage in dollar roll and coupon swap transactions as necessary to facilitate
settlement of the Federal Reserve’s agency mortgage-backed securities transactions. The
Committee directs the Desk to maintain its policy of rolling over maturing Treasury
securities into new issues and its policy of reinvesting principal payments on all agency
debt and agency mortgage-backed securities in agency mortgage-backed securities. The
System Open Market Account manager and the secretary will keep the Committee
informed of ongoing developments regarding the System’s balance sheet that could affect
the attainment over time of the Committee’s objectives of maximum employment and
price stability.

Page 11 of 13



September 16-17, 2014 Authorized for Public Release 228 of 232

DIRECTIVE FOR SEPTEMBER 2014 ALTERNATIVE B

Consistent with its statutory mandate, the Federal Open Market Committee seeks
monetary and financial conditions that will foster maximum employment and price
stability. In particular, the Committee seeks conditions in reserve markets consistent with
federal funds trading in a range from 0O to % percent. The Committee directs the Desk to
undertake open market operations as necessary to maintain such conditions. Beginning
in August October, the Desk is directed to purchase longer-term Treasury securities at a
pace of about $25 $10 billion per month and to purchase agency mortgage-backed
securities at a pace of about $20 $5 billion per month. The Committee also directs the
Desk to engage in dollar roll and coupon swap transactions as necessary to facilitate
settlement of the Federal Reserve’s agency mortgage-backed securities transactions. The
Committee directs the Desk to maintain its policy of rolling over maturing Treasury
securities into new issues and its policy of reinvesting principal payments on all agency
debt and agency mortgage-backed securities in agency mortgage-backed securities. The
System Open Market Account manager and the secretary will keep the Committee
informed of ongoing developments regarding the System’s balance sheet that could affect
the attainment over time of the Committee’s objectives of maximum employment and
price stability.
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DIRECTIVE FOR SEPTEMBER 2014 ALTERNATIVE C

Consistent with its statutory mandate, the Federal Open Market Committee seeks
monetary and financial conditions that will foster maximum employment and price
stability. In particular, the Committee seeks conditions in reserve markets consistent with
federal funds trading in a range from 0O to % percent. The Committee directs the Desk to
undertake open market operations as necessary to maintain such conditions. Begirring
r-August The Desk is directed to purehase conclude the current program of

purchases of longer-term Treasury securities at-a-pace-of-about-$15-bitlien-per-menth
and te-purchase agency mortgage-backed securities at-a-pace-ofabout-$10-bitlienper

month by the end of September. The Committee also directs the Desk to engage in
dollar roll and coupon swap transactions as necessary to facilitate settlement of the
Federal Reserve’s agency mortgage-backed securities transactions. The Committee
directs the Desk to maintain its policy of rolling over maturing Treasury securities into
new issues and its policy of reinvesting principal payments on all agency debt and agency
mortgage-backed securities in agency mortgage-backed securities. The System Open
Market Account manager and the secretary will keep the Committee informed of ongoing
developments regarding the System’s balance sheet that could affect the attainment over
time of the Committee’s objectives of maximum employment and price stability.
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Appendix 8: Materials used by Mr. Wilcox
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Class I FOMC—Restricted (FR)

Recent Changes in Consumer Price Indexes

(Percent changes)
Monthly change Aug,/Aug. change
June uly  Aug 2013 2014
Total CPI 0.3 0.1 -0.2 1.5 1.7
September TB -0.1 1.8
Food 0.1 0.4 0.2
September TB 0.1
Energy 1.6 -0.3 -2.6
September TB -2.5
Core CPI 0.1 0.1 0.0 1.8 1.7
September TB 0.2 19

Note: August 2014 CPI data released at 8:30 a.m. on September 17, 2014.
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