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Statement on Longer-Run Goals and Monetary Policy Strategy
Adopted effective January 24, 2012; as amended effective January 27-264526. 2016

The Federal Open Market Committee
(FOMC) is firmly committed to fulfilling its
statutory mandate from the Congress of pro-
moting maximum employment, stable prices,
and moderate long-term interest rates. The
Committee seeks to explain its monetary poli-
cy decisions to the public as clearly as possi-
ble. Such clarity facilitates well-informed
decisionmaking by households and business-
es, reduces economic and financial uncertain-
ty, increases the effectiveness of monetary
policy, and enhances transparency and ac-
countability, which are essential in a demo-
cratic society.

Inflation, employment, and long-term inter-
est rates fluctuate over time in response to
economic and financial disturbances. More-
over, monetary policy actions tend to influ-
ence economic activity and prices with a lag.
Therefore, the Committee’s policy decisions
reflect its longer-run goals, its medium-term
outlook, and its assessments of the balance of
risks, including risks to the financial system
that could impede the attainment of the Com-
mittee’s goals.

The inflation rate over the longer run is
primarily determined by monetary policy, and
hence the Committee has the ability to specify
a longer-run goal for inflation. The Commit-
tee reaffirms its judgment that inflation at the
rate of 2 percent, as measured by the annual
change in the price index for personal con-
sumption expenditures, is most consistent
over the longer run with the Federal Reserve’s
statutory mandate.  The Committee would be
concerned if inflation were running persistent-
ly above or below this objective. Communi-
cating this_symmetric inflation goal clearly to
the public helps keep longer-term inflation
expectations firmly anchored, thereby foster-
ing price stability and moderate long-term
interest rates and enhancing the Committee’s
ability to promote maximum employment in

the face of significant economic disturbances.
The maximum level of employment is largely
determined by nonmonetary factors that affect
the structure and dynamics of the labor mar-
ket. These factors may change over time and
may not be directly measurable. Consequent-
ly, it would not be appropriate to specify a
fixed goal for employment; rather, the Com-
mittee’s policy decisions must be informed by
assessments of the maximum level of em-
ployment, recognizing that such assessments
are necessarily uncertain and subject to revi-
sion. The Committee considers a wide range
of indicators in making these assessments.
Information about Committee participants’
estimates of the longer-run normal rates of
output growth and unemployment is published
four times per year in the FOMC’s Summary
of Economic Projections. For example, in the
most recent projections, the median of FOMC
participants’ estimates of the longer-run nor-
mal rate of unemployment was 4.9 percent.

oo

In setting monetary policy, the Committee
seeks to mitigate deviations of inflation from
its longer-run goal and deviations of employ-
ment from the Committee’s assessments of its
maximum level. These objectives are general-
ly complementary. However, under circum-
stances in which the Committee judges that
the objectives are not complementary, it fol-
lows a balanced approach in promoting them,
taking into account the magnitude of the devi-
ations and the potentially different time hori-
zons over which employment and inflation are
projected to return to levels judged consistent
with its mandate.

The Committee intends to reaffirm these
principles and to make adjustments as appro-
priate at its annual organizational meeting
each January.
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Federal Open Market Committee—Rules of Organization

As amended effective January 27, 2015

SECTION 1—Authority

The rules' are issued by the Federal Open
Market Committee (the “Committee”) pursu-
ant to the requirement of section 552 of title 5

of the United States Code'" that every agency
shall publish in the Federal Register a descrip-
tion of its central and field organization.

SECTION 2—Composition of Committee

(a) Members. The Committee consists of
the seven members of the Board of Governors
of the Federal Reserve System (the “Board”)
and five representatives of the Federal Reserve
Banks, each of whom is a president or a first
vice president of a Federal Reserve Bank.

(b) Federal Reserve Bank representatives.
The representatives of the Federal Reserve
Banks, and an alternate for each representa-
tive, are elected by the boards of directors of
the Federal Reserve Banks in accordance with
section 12A of the Federal Reserve Act (12
USC 263) for annual terms commencing on
the date of the first regularly scheduled meet-
ing of the Committee occurring on or after
January 1 of each year. Prior to the first regu-
larly scheduled meeting of the Committee on
or after January 1 of each year, each member
of the Committee representing the Federal
Reserve Banks shall cause a record of the
member’s election and of the election of the
member’s alternate to be forwarded to the
secretary of the Committee. If any question is
raised as to the election or eligibility of a
member or alternate, the Committee deter-
mines such question before such member or
alternate participates in a meeting of the
Committee. In the event a member is absent
from a meeting of the Committee, the mem-
ber’s alternate, in attending the meeting, shall
have the same status as the member for whom
the alternate is serving. If a member or alter-
nate ceases to be a president or first vice pres-
ident of a Federal Reserve Bank, a successor
may be chosen in a special election by the
boards of directors of the appropriate Federal
Reserve Bank or Banks and such successor

serves until the next annual election.

(¢) Oath of office. Each member of the
Committee and each alternate take the same
oath of office as that prescribed by statute to
be taken by officers of the United States.

SECTION 3—Chairman and Vice Chair-
man

At its first regularly scheduled meeting on or
after January 1 of each year, the Committee
elects a Chairman and a Vice Chairman from
among its membership. The Chairman pre-
sides at all meetings of the Committee and
performs such other duties as the Committee
may require. The Vice Chairman performs the
duties of the Chairman in the absence of the
Chairman. In the absence of both the Chair-
man and the Vice Chairman of the Committee,
the Vice Chairman of the Board acts as
Chairman of the Committee; and, in the ab-
sence of the Chairman and the Vice Chairman
of the Committee and the Vice Chairman of
the Board, the member of the Board present
with the longest service as a member of the
Board acts as Chairman of the Committee.

SECTION 4—Staff

(a) Selection of staff officers. At its first
regularly scheduled meeting on or after Janu-
ary 1 of each year, the Committee selects,
from among the officers and employees of the
Board and the Federal Reserve Banks, the
following staff officers to serve until the first
regularly scheduled meeting on or after Janu-
ary 1 of the next following year: secretary,
deputy secretary, and one or more assistant
secretaries; general counsel, deputy general
counsel, and one or more assistant general
counsels; economists, one or more of whom
may be designated as senior or associate
economists or given titles reflecting their areas
of particular specialization; and such other
officers as the Committee might wish from
time to time. A staff officer ceases to be an
officer of the Committee if he or she ceases to
be employed by the Board or by a Federal
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Reserve Bank or if the Committee selects a
successor to that staff officer.

(b) Secretary and deputy and assistant sec-
retaries. The secretary keeps minutes of ac-
tions and records of discussions at all meet-
ings of the Committee; maintains a complete
record of the actions taken by the Committee
upon all questions of policy relating to open
market operations; and records the votes taken
in connection with the determination of open
market policies and the reasons underlying
each such action. The secretary has custody
of such minutes and records, and performs
such other duties as the Committee may re-
quire. In the absence of the secretary of the
Committee, the deputy secretary or an assis-
tant secretary acts as secretary pro tem.

(¢) Economists. The economists prepare for
the use of the Committee and present to it
such information regarding business and credit
conditions and domestic and international
economic and financial developments as will
assist the Committee in the determination of
open market policies, and they perform such
other duties as the Committee may require.

(d) General counsel and deputy and assis-
tant general counsel. The general counsel
furnishes such legal advice as the Committee
may require. In the absence of the general
counsel, the deputy general counsel or an as-
sistant general counsel acts as general counsel
pro tem.

(e) Filling of vacancies. At any meeting the
Committee may fill any vacancy in the offices
described in this section.

(f) Other staff assistance. The services of

any officers and employees of the Board and
the Federal Reserve Banks are made available
and are utilized by the Committee as required.

SECTION 5—Manager and Deputy Man-
ager

The Committee selects a manager and deputy
manager of the System Open Market Account.
The foregoing shall be satisfactory to the Fed-
eral Reserve Bank selected by the Committee
to execute open market transactions for such
account (the “Selected Bank™) and shall serve
at the pleasure of the Committee. The manag-
er keeps the Committee informed on market
conditions and on transactions made for such
account and renders such reports as the Com-
mittee may specify. In the absence of the
manager, the deputy manager acts as manager
pro tem. In the event that the president of the
Selected Bank determines that the manager or
deputy manager is not able to perform the
duties of the position, the Chairman may se-
lect a person satisfactory to such president to
serve as manager or deputy manager (as rele-
vant) until the Committee and the Selected
Bank select a replacement manager or (as rel-
evant) deputy manager in accordance with this
section.

i These are uncodified rules, for use within the
Federal Reserve System.

i See 5 USC 552(a)(1) at 8-311.
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Federal Open Market Committee—Rules of Procedure

12 CFR 272; as amended effective January 29, 2013

SECTION 272.1—Authority

This part' is issued by the Federal Open Mar-
ket Committee (the “Committee”) pursuant to
the requirement of section 552 of title 5 of the
United States Code that every agency shall
publish in the Federal Register its rules of
procedure.

SECTION 272.2—Functions of the
Committee

The procedures followed by the Committee
are designed to facilitate the effective perfor-
mance of the Committee’s statutory functions
with respect to the regulation and direction of
open market operations conducted by the Fed-
eral Reserve Banks and with respect to certain
direct transactions between the Federal Re-
serve Banks and the United States. In deter-
mining the policies to be followed in such
operations, the Committee considers infor-
mation regarding business and credit condi-
tions and domestic and international economic
and financial developments, and other perti-
nent information gathered and submitted by its
staff and the staffs of the Board of Governors
of the Federal Reserve System (the “Board”)
and the Federal Reserve Banks. Against the
background of such information, the Commit-
tee takes actions from time to time to regulate
and direct the open market operations of the
Federal Reserve Banks. Such policy actions
ordinarily are taken through the adoption and
transmission to the Federal Reserve Banks of
regulations, authorizations, and directives.

SECTION 272.3—Meetings

(a) Place and frequency. The Committee
meets in Washington, D.C., at least four times
each year and oftener if deemed necessary.
Meetings are held upon the call of the Chair-
man of the Board or at the request of any three
members of the Committee. Notices of calls
by the Chairman of the Board to other mem-
bers are given by the secretary of the Commit-
tee in writing, by telephone, or electronic

means. Requests of any three members for the
calling of a meeting shall state the time there-
fore and shall be filed in writing, by telephone,
or electronic means with the secretary who
shall forthwith notify all members of the
Committee in writing, by telephone, or elec-
tronic means. When the secretary has sent
notices to all members of the Committee that a
meeting has been requested by three members
and of the time therefore, a meeting is deemed
to have been called. If, in the judgment of the
Chairman, circumstances require that a meet-
ing be called at such short notice that one or
more members cannot be present in person,
such members may participate in the meeting
by telephone conference arrangements or by
electronic means.

(b) Alternates. Whenever any member of
the Committee representing Federal Reserve
Banks shall find that the member will be una-
ble to attend a meeting of the Committee, the
member shall promptly notify the member’s
alternate and the secretary of the Committee in
writing, by telephone, or electronic means,
and upon receipt of such notice such alternate
shall advise the secretary whether the alternate
will attend such meeting.

(¢) Quorum. Seven members, at least one of
whom represents a Federal Reserve Bank,
constitute a quorum of the Committee for pur-
poses of transacting business except that, if
there are fewer than seven members in office,
then the number of members in office consti-
tute a quorum. For purposes of this paragraph
(c), members of the Committee include alter-
nates acting in the absence of members. Less
than a quorum may adjourn a meeting of the
Committee from time to time until a quorum is
in attendance.

(d) Attendance at meetings. Attendance at
Committee meetings is restricted to members
and alternate members of the Committee, the
presidents of Federal Reserve Banks who are
not at the time members or alternates, staff
officers of the Committee, the manager, and
such other advisers as the Committee may
invite from time to time.

(e) Meeting agendas. The secretary, in con-
sultation with the Chairman, prepares an
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agenda of matters to be discussed at each
regularly scheduled meeting and the secretary
transmits the agenda to the members of the
Committee within a reasonable time in ad-
vance of such meeting. In general, the agen-
das include reports by the manager on open
market operations since the previous meeting,
and ratification by the Committee of such op-
erations; reports by economists on, and Com-
mittee discussion of, the economic and finan-
cial situation and outlook; Committee discus-
sion of monetary policy and action with re-
spect thereto; and such other matters as may
be considered necessary.

SECTION 272.4—Committee Actions

(a) Actions at meetings. Actions are taken
at meetings of the Committee except as de-
scribed below.

(b) Policy actions between meetings. Spe-
cial circumstances may make it desirable in
the public interest for Committee members to
consider an action to modify an outstanding
Committee authorization or directive at a time
when it is not feasible to call a meeting.
Whenever, in the judgment of the Chairman,
such circumstances have arisen, the relevant
information and recommendations for action
are transmitted to the members by the secre-
tary, and the members communicate their
votes to the secretary. If the action is ap-
proved by a majority of the members, advice
to that effect is promptly given by the secre-
tary to the members of the Committee and to
the Federal Reserve Bank selected to execute
transactions for the System Open Market Ac-
count. All communications of recommended
actions and votes under this paragraph shall be
in writing, by telephone, or electronic means;
if the communication is made orally, the sec-
retary shall cause a written record to be made
without delay. An action taken between meet-
ings has the force and effect of an action at a
meeting; provided, however, that if a meeting
is held before the execution of any operations
pursuant to the action, the action is null and
void unless it is ratified and confirmed by the
Committee at such meeting.

(¢c) Other actions between meetings. Cir-
cumstances may make it desirable in the pub-
lic interest for Committee members to consid-
er other actions, such as approval of the
minutes, between meetings. In these circum-
stances, the relevant information and recom-
mendations for such action are transmitted to
the members by the secretary, and the mem-
bers communicate their votes to the secretary.
All communications of recommended actions
and votes under this paragraph shall be in
writing, by telephone, or electronic means; if
the communication is made orally, the secre-
tary shall cause a written record to be made
without delay.

(d) Delegations of authority. In special cir-
cumstances, the Committee may delegate au-
thority to take an action, subject to such in-
structions or guidelines as the Committee
deems proper. Such delegations of authority
may be made to the Chairman; to a subcom-
mittee consisting of the Chairman and the
Vice Chairman of the Committee and the Vice
Chairman of the Board (or in the absence of
the Chairman or of the Vice Chairman of the
Board the members of the Board designated
by the Chairman as alternates, and in the ab-
sence of the Vice Chairman of the Committee
the alternate for the Vice Chairman); or to any
other member or members of the Committee.
An action taken pursuant to such a delegation
of authority has the force and effect of an ac-
tion taken by the Committee.

(e) Technical changes to Committee rules.
The secretary of the Committee (or the acting
secretary) is authorized to make technical cor-
rections, such as spelling, grammar, construc-
tion, and organization (including removal of
obsolete provisions and references), to the
Committee’s rules, regulations, and orders and
other records of Committee action but only
with the concurrence of the Committee’s gen-
eral counsel.

(f) Effective date. Committee action ordi-
narily is made effective as of the time it is
taken because the nature of the subject matter
and the action taken is such that the public
interest and the proper discharge of the Com-
mittee’s responsibilities so require. Occasion-
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ally, however, the Committee may specify that
an action is to be effective at some different
time.

SECTION 272.5—Notice and Public Pro-
cedure

There ordinarily is no published notice of pro-
posed action by the Committee or public pro-

cedure thereon, as described in section 553 of
title 5 of the United States Code, because such
notice and procedure are impracticable, un-
necessary, or contrary to the public interest.

i The words “this part,” as used herein, means
Rules of Procedure of the FOMC (Code of Federal
Regulations, title 12, chapter II, part 272).
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Open Market Operations of Federal Reserve Banks

12 CFR 270; as amended effective March 28, 1983

SECTION 270.1—Authority

This part' is issued by the Federal Open
Market Committee (the “Committee”)
pursuant to authority conferred upon it by
sections 12A and 14 of the Federal Reserve

Act (12 USC 263, 355)'1.
SECTION 270.2—Definitions

(a) The term “obligations” means gov-
ernment securities, U.S. agency securities,
banker’s acceptances, bills of exchange, cable
transfers, bonds, notes, warrants, debentures,
and other obligations that Federal Reserve
Banks are authorized by law to purchase and
sell.

(b) The term “government securities” means
direct obligations of the United States (i.e.,
U.S. bonds, notes, certificates of indebtedness,
and Treasury bills) and obligations fully
guaranteed as to principal and interest by the
United States.

(¢) The term “U.S. agency securities” means
obligations that are direct obligations of, or are
fully guaranteed as to principal and interest
by, any agency of the United States.

(d) The term “System Open Market Ac-
count” means the obligations acquired
pursuant to authorizations and directives
issued by the Committee and held on behalf of
all Federal Reserve Banks.

SECTION 270.3—Governing Principles

As required by section 12A of the Federal
Reserve Act, the time, character, and volume
of all purchases and sales of obligations in the
open market by Federal Reserve Banks are
governed with a view to accommodating
commerce and business and with regard to
their bearing upon the general credit situation
of the country.

SECTION 270.4—Transactions in Obli-
gations

(a) Each Federal Reserve Bank shall engage

in open market operations under section 14 of
the Federal Reserve Act only in accordance
with this part and with the authorizations and
directives issued by the Committee from time
to time, and no Federal Reserve Bank shall
decline to engage in open market operations as
directed by the Committee.
(b) Transactions for the System Open
Market Account shall be executed by a
Federal Reserve Bank selected by the
Committee. The participations of the several
Federal Reserve Banks in such account and in
the profits and losses on transactions for the
account shall be allocated in accordance with
principles determined by the Committee from
time to time.
(c) In accordance with such limitations,
terms, and conditions as are prescribed by law
and in authorizations and directives issued by
the Committee, the Federal Reserve Bank
selected by the Committee is authorized and
directed—
(1) To buy and sell government securities
and U.S. agency securities in the open
market for the System Open Market
Account, and to exchange maturing
securities with the issuer;
(2) To buy and sell banker’s acceptances
in the open market for its own account;
(3) To buy government securities, U.S.
agency securities, and banker’s acceptances
of the kinds described above, under
agreements for repurchase of such obliga-
tions, in the open market for its own ac-
count; and
(4) To buy and sell foreign currencies in
the form of cable transfers in the open
market for the System Open Market
Account and to maintain for such account
reciprocal currency arrangements with
foreign banks among those designated by
the Board of Governors of the Federal
Reserve System under section 214.5 of this
chapter [Regulation N].
(d) The Federal Reserve Banks are
authorized and directed to engage in such
other operations as the Committee may from
time to time determine to be reasonably
necessary to the effective conduct of open
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market operations and the effectuation of open
market policies.

i The words “this part,” as used herein, mean
Open Market Operations of Federal Reserve Banks
(Code of Federal Regulations, title 12, chapter II,
part 270).

i At 1-108 and 1-129.
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Procedures for Allocation of Securities in the System Open Market

Account
As amended effective March 28, 1995

1. Securities in the System Open Market
Account shall be reallocated at least once each
year as determined by the Board’s Division of
Reserve Bank Operations and Payment Sys-
tems and the manager of the System Open
Market Account, for the purpose of settling
inter-District clearings and approximately
equalizing for each Federal Reserve Bank the
ratio of gold certificate holdings to Federal
Reserve notes outstanding.

2. Until the next reallocation, the account
shall be apportioned on the basis of the ratios
determined in paragraph 1.

3. Profits and losses on the sale of securi-
ties from the account shall be allocated on the
day of delivery of the securities sold on the
basis of each Federal Reserve Bank’s current
holdings at the opening of business on that
day.
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Resolution Authorizing Certain Actions by Federal Reserve Banks

During an Emergency
As amended effective January 27, 2015

The Federal Open Market Committee (the
“Committee”) hereby authorizes each Federal
Reserve Bank to take any or all of the actions
set forth below during and following a nation-
al security emergency when such Federal Re-
serve Bank finds itself unable after reasonable
efforts to be in communication with the
Committee or when the Committee is unable
to function. Action(s) under this authorization
will be taken by a Federal Reserve Bank only
after reasonable efforts have been made to
consult with the Chairman of the Committee
or if the latter is not available with the Vice
Chairman of the Committee or if both the
Chairman and the Vice Chairman are not
available, with whatever member of the Board
of Governors may be available to serve as
Acting Chairman as provided for by the
Committee’s Rules of Organization. In addi-
tion, to the extent feasible, the action(s)
should be coordinated with other Federal Re-
serve Banks with which the Federal Reserve
Bank is able to communicate.
(1) Whenever it deems it necessary in the
light of economic conditions and the gen-
eral credit situation then prevailing (after
taking into account the possibility of
providing necessary credit through advanc-

es secured by direct obligations of the Unit-
ed States under the last paragraph of section
13 of the Federal Reserve Act), such Feder-
al Reserve Bank may purchase and sell ob-
ligations of the United States for its own ac-
count, either outright or under repurchase
agreement, from and to banks, dealers, or
other holders of such obligations.
(2) Such Federal Reserve Banks may en-
gage in operations of the types specified in
the Committee’s authorization for System
foreign-currency operations when requested
to do so by an authorized official of the U.S.
Treasury Department; provided, however,
that such Federal Reserve Bank shall take
all steps practicable at the time to ensure as
far as possible that, in light of the infor-
mation available on other System foreign-
currency operations, its own operations do
not result in the aggregate in breaching any
of the several dollar limits specified in the
authorization.
Authority to take the actions set forth shall be
effective only until such time as the Federal
Reserve Bank is able again to establish com-
munications with the Committee, and such
Committee is then functioning.
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Guidelines for the Conduct of System Open Market Operations in

Federal-Agency Issues
Temporarily suspended effective January 27, 2009

1. System open market operations in 2. System open market operations in
federal-agency issues are an integral part of federal-agency issues are not designed to sup-
total System open market operations designed port individual sectors of the market or to
to influence bank reserves, money market channel funds into issues of particular agen-
conditions, and monetary aggregates. cies.
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Temporary Authority to Operate System Account

As amended effective January 27, 2015

The Chairman of the Federal Open Market
Committee (the “Committee”) is authorized to
appoint a Federal Reserve Bank as agent to
operate the System Account temporarily in
case the Federal Reserve Bank selected by the
Committee to execute open market transac-

tions is unable to function. In the event the
Chairman exercises such authority, the
Chairman also is authorized to appoint a Fed-
eral Reserve official to act temporarily as
manager of the System Account.
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Federal Open Market Committee—Rules Regarding Availability of

Information

12 CFR 271; as amended effective February 16, 2005

SECTION 271.1—Authority and Purpose

(a) Authority. This part' is issued by the
Federal Open Market Committee (the Com-
mittee) pursuant to the Freedom of Infor-
mation Act, 5 USC 552, and also pursuant to
the Committee’s authority under section 12A
of the Federal Reserve Act, 12 USC 263, to
issue regulations governing the conduct of its
business.

(b) Purpose. This part sets forth the catego-
ries of information made available to the pub-
lic and the procedures for obtaining docu-
ments and records.

SECTION 271.2—Definitions

(a) Board means the Board of Governors of
the Federal Reserve System established by the
Federal Reserve Act of 1913 (38 Stat. 251).
(b) Commercial use request refers to a re-
quest from or on behalf of one who seeks in-
formation for a use or purpose that furthers the
commercial, trade, or profit interests of the
requester or the person on whose behalf the
request is made.

(c) Direct costs mean those expenditures
that the Committee actually incurs in search-
ing for, reviewing, and duplicating documents
in response to a request made under section
271.5.

(d) Duplication refers to the process of mak-
ing a copy of a document in response to a re-
quest for disclosure of records or for inspec-
tion of original records that contain exempt
material or that otherwise cannot be inspected
directly. Among others, such copies may take
the form of paper, microform, audiovisual
materials, or machine-readable documentation
(e.g., magnetic tape or disk).

(e) Education institution refers to a pre-
school, a public or private elementary or sec-
ondary school, or an institution of undergrad-
uate higher education, graduate higher educa-
tion, professional education, or an institution
of vocational education that operates a pro-
gram of scholarly research.

(f) Federal Reserve Bank means one of the

District Banks authorized by the Federal Re-
serve Act, 12 USC 222, including any branch
of any such Bank.
(g) Information of the Committee means all
information coming into the possession of the
Committee or of any member thereof or of
any officer, employee, or agent of the Com-
mittee, the Board, or any Federal Reserve
Bank, in the performance of duties for, or pur-
suant to the direction of, the Committee.
(h) Noncommercial scientific institution
refers to an institution that is not operated on a
“commercial” basis (as that term is used in
this section) and which is operated solely for
the purpose of conducting scientific research,
the results of which are not intended to pro-
mote any particular product or industry.
(i) Records of the Committee includes rules,
statements, decisions, minutes, memoranda,
letters, reports, transcripts, accounts, charts,
and other written material, as well as any ma-
terials in machine-readable form that consti-
tute a part of the Committee’s official files.

(j) Representative of the news media refers

to any person actively gathering news for an

entity that is organized and operated to pub-

lish or broadcast news to the public.
(1) The term “news” means information
about current events or that would be of
current interest to the public.
(2) Examples of news-media entities in-
clude, but are not limited to, television or
radio stations broadcasting to the public at
large, and publishers of newspapers and
other periodicals (but only in those instanc-
es when they can qualify as disseminators
of “news”) who make their products availa-
ble for purchase or subscription by the gen-
eral public.
(3) “Freelance” journalists may be re-
garded as working for a news organization
if they can demonstrate a solid basis for ex-
pecting publication through that organiza-
tion, even though not actually employed by
it.

(k)(1) Review refers to the process of exam-
ining documents, located in response to a
request for access, to determine whether
any portion of a document is exempt infor-
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mation. It includes doing all that is neces-
sary to excise the documents and otherwise
to prepare them for release.

(2) Review does not include time spent re-
solving general legal or policy issues re-
garding the application of exemptions.

((1) Search means a reasonable search, by

manual or automated means, of the Com-
mittee’s official files and any other files
containing records of the Committee as
seem reasonably likely in the particular cir-
cumstances to contain documents of the
kind requested. For purposes of computing
fees under section 271.9, search time in-
cludes all time spent looking for material
that is responsive to a request, including
line-by-line identification of material within
documents. Such activity is distinct from
“review” of material to determine whether
the material is exempt from disclosure.
(2) Search does not mean or include re-
search, creation of any document, or exten-
sive modification of an existing program or
system that would significantly interfere
with the operation of the Committee’s au-
tomated information system.

SECTION 271.3—Published Information

(a) Federal Register. The Committee pub-
lishes in the Federal Register, in addition to
this part:
(1) adescription of its organization;
(2) statements of the general course and
method by which its functions are chan-
neled and determined;
(3) rules of procedure;
(4) substantive rules of general applicabil-
ity, and statements of general policy and in-
terpretations of general applicability formu-
lated and adopted by the Committee;
(5) every amendment, revision, or repeal
of the foregoing; and
(6) general notices of proposed rulemak-
ing.
(b) Annual report to Congress. Each annual
report made to Congress by the Board in-
cludes a complete record of the actions taken
by the Committee during the preceding year

upon all matters of policy relating to open
market operations, showing the reasons under-
lying the actions, and the votes taken.

(¢c) Other published information. From time
to time, other information relating to open
market operations of the Federal Reserve
Banks is published in the Federal Reserve
Bulletin, in the Board’s annual report to Con-
gress, and in announcements and statements
released to the press. Copies of issues of the
Bulletin and of annual reports of the Board
may be obtained from the Publications Ser-
vices Section of the Federal Reserve Board,
20th Street and Constitution Avenue, N.W.,
Washington, D.C. 20551 (pedestrian entrance
is on C Street, N.W.). Subscription or other
charges may apply.

SECTION 271.4—Records Available for
Public Inspection and Copying

(a) Types of records made available. Un-
less they were published promptly and made
available for sale or without charge, certain
records shall be made available for inspection
and copying at the Board’s Freedom of Infor-
mation Office pursuant to 5 USC 552(a)(2).
(b) Reading room procedures.
(1) Information available under this sec-
tion is available for inspection and copying,
from 9:00 a.m. to 5:00 p.m. weekdays, at
the Freedom of Information Office of the
Board of Governors of the Federal Reserve
System, 20th Street and Constitution Ave-
nue, N.W., Washington, D.C. 20551 (the
pedestrian entrance is on C Street, N.W.).
(2) The Committee may determine that
certain classes of publicly available filings
shall be made available for inspection and
copying only at the Federal Reserve Bank
where those records are maintained.
(c) Electronic records. Information availa-
ble under this section that was created on or
after November 1, 1996, shall also be availa-
ble on the Board’s web site, found at
www.federalreserve.gov.
(d) Privacy protection. The Committee may
delete identifying details from any record to
prevent a clearly unwarranted invasion of per-
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sonal privacy.

SECTION 271.5—Records Available to
the Public on Request

(a) Types of records made available. All
records of the Committee that are not availa-
ble under sections 271.3 and 271.4 shall be
made available upon request, pursuant to the
procedures in this section and the exceptions
in section 271.7.
(b) Procedures for requesting records.
(1) A request for identifiable records shall
reasonably describe the records in a way
that enables the Committee’s staff to identi-
fy and produce the records with reasonable
effort and without unduly burdening or sig-
nificantly interfering with any of the Com-
mittee’s operations. Information that assists
staff in identifying responsive records in-
cludes the subject matter and date or time
frame of the information requested.
(2) The request shall be submitted in writ-
ing to the secretary of the Committee:
(i) By completing the online request
form located on the FOMC’s FOIA inter-
net site at www.federalreserve.gov/
forms/FOMCForm.aspx;
(i) By facsimile clearly marked “Free-
dom of Information Act Request” to
(202) 452-2921; or
(iii) By letter clearly marked “Freedom
of Information Act Request” to the Fed-
eral Open Market Committee Secretariat,
20th and C Street, N.W., Washington,
D.C. 20551;
(c) Contents of request. The request shall
contain the following information:
(1) the name and address of the requester,
and the telephone number at which the re-
quester can be reached during normal busi-
ness hours;
(2) whether the requested information is
intended for commercial use, and whether
the requester represents an educational or
noncommercial scientific institution, or
news media;
(3) a statement agreeing to pay the appli-
cable fees, or a statement identifying any

fee limitation desired, or a request for a

waiver or reduction of fees that satisfies

section 271.9(f).
(d) Defective requests. The Committee need
not accept or process a request that does not
reasonably describe the records requested or
that does not otherwise comply with the re-
quirements of this section. The Committee
may return a defective request, specifying the
deficiency. The requester may submit a cor-
rected request, which will be treated as a new
request.

SECTION 271.6—Processing Requests

(a) Receipt of requests. The date of receipt
for any request, including one that is ad-
dressed incorrectly or that is referred to the
Committee by another agency or by a Federal
Reserve Bank, is the date the secretary of the
Committee actually receives the request.
(b) Priority of responses. The Committee
shall normally process requests in the order
they are received. However, in the secretary’s
discretion, or upon a court order in a matter to
which the Committee is a party, a particular
request may be processed out of turn.
(¢) Expedited processing. Where a person
requesting expedited access to records has
demonstrated a compelling need for the re-
cords, or where the Committee has determined
to expedite the response, the Committee shall
process the request as soon as practicable.
(1) To demonstrate a compelling need for
expedited processing, the requester shall
provide a certified statement, a sample of
which may be obtained from the Board’s
Freedom of Information Office. The state-
ment, certified to be true and correct to the
best of the requester’s knowledge and be-
lief, shall demonstrate that—
(1) the failure to obtain the records on
an expedited basis could reasonably be
expected to pose an imminent threat to
the life or physical safety of an individu-
al; or
(i1) the requester is a representative of
the news media, as defined in section
271.2, and there is urgency to inform the
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public concerning actual or alleged
Committee activity.
(2) In response to a request for expedited
processing, the secretary of the Committee
shall notify a requester of the determination
within 10 working days of receipt of the re-
quest. In exceptional situations, the secre-
tary of the Committee has the discretion to
waive the formality of certification. If the
secretary of the Committee denies a request
for expedited processing, the requester may
file an appeal pursuant to the procedures set
forth in paragraph (i) of this section, and the
Committee shall respond to the appeal with-
in 10 working days after the appeal was re-
ceived by the Committee.
(d) Time limits. The time for response to
requests shall be 20 working days, except—
(1) in the case of expedited treatment un-
der paragraph (c) of this section;
(2) where the running of such time is sus-
pended for payment of fees pursuant to sec-
tion 271.9(b)(2);
(3) in unusual circumstances, as defined
in 5 USC 552(a)(6)(B). In such circum-
stances, the time limit may be extended for
a period of time not to exceed—
(i) 10 working days as provided by
written notice to the requester, setting
forth the reasons for the extension and the
date on which a determination is expected
to be dispatched; or
(i) such alternative time period as mu-
tually agreed to by the secretary of the
Committee and the requester when the
secretary of the Committee notifies the
requester that the request cannot be pro-
cessed in the specified time limit.
(e) Response to request. In response to a
request that satisfies section 271.5, an appro-
priate search shall be conducted of records of
the Committee in existence on the date of re-
ceipt of the request, and a review made of any
responsive information located. The secretary
shall notify the requester of—
(1) the Committee’s determination of the
request;
(2) the reasons for the determination;
(3) the amount of information withheld;

(4) the right of the requester to appeal to
the Committee any denial or partial denial,
as specified in paragraph (h) of this section;
and
(5) in the case of a denial of a request, the
name and title or position of the person re-
sponsible for the denial.
(f) Referral to another agency. To the ex-
tent a request covers documents that were
created by, obtained from, or classified by
another agency, the Committee may refer the
request to that agency for a response and in-
form the requester promptly of the referral.
(g) Providing responsive records.
(1) Copies of requested records shall be
sent to the requester by regular U.S. mail to
the address indicated in the request, unless
the requester elects to take delivery of the
documents at the Board’s Freedom of In-
formation Office or makes other acceptable
arrangements, or the Committee deems it
appropriate to send the documents by an-
other means.
(2) The Committee shall provide a copy
of the record in any form or format request-
ed if the record is readily reproducible by
the Committee in that form or format, but
the Committee need not provide more than
one copy of any record to a requester.
(h) Appeal of denial of request. Any person
denied access to Committee records requested
under section 271.5 may file a written appeal
with the Committee, as follows:
(1) The appeal shall prominently display
the phrase FREEDOM OF INFORMATION
ACT APPEAL on the first page, and shall be
addressed to the Secretary of the Commit-
tee, Federal Open Market Committee, 20th
and C Street, N.W., Washington, D.C.
20551; or sent by facsimile to the secretary
of the Commiittee, (202) 452-2921.
(2) An initial request for records may not
be combined in the same letter with an ap-
peal.
(3) The Committee, or such member of
the Committee as is delegated the authority,
shall make a determination regarding any
appeal within 20 working days of actual re-
ceipt of the appeal by the secretary, and the
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determination letter shall notify the appeal-
ing party of the right to seek judicial review
of such denial.

SECTION 271.7—Exemptions from Dis-
closure

(a) Types of records exempt from disclo-
sure. Pursuant to 5 USC 552(b), the follow-
ing records of the Committee are exempt from
disclosure under this part:
(1) National defense. Any information
that is specifically authorized under criteria
established by an executive order to be kept
secret in the interest of national defense or
foreign policy and is in fact properly classi-
fied pursuant to the executive order.
(2) Internal personnel rules and practic-
es. Any information related solely to the in-
ternal personnel rules and practices of the
Board.
(3) Statutory exemption. Any information
specifically exempted from disclosure by
statute (other than 5 USC 552(b)), if the
statute—
(i) requires that the matters be withheld
from the public in such a manner as to
leave no discretion on the issue; or
(i1) establishes particular criteria for
withholding or refers to particular types
of matters to be withheld.
(4) Trade secrets; commercial or finan-
cial information. Any matter that is a trade
secret or that constitutes commercial or fi-
nancial information obtained from a person
and that is privileged or confidential.
(5) Inter- or intra-agency memorandums.
Information contained in inter- or intra-
agency memorandums or letters that would
not be available by law to a party (other
than an agency) in litigation with an agency,
including, but not limited to—
(i) memorandums;
(i) reports;
(i) other documents prepared by the
staffs of the Committee, Board or Federal
Reserve Banks; and
(iv) records of deliberations of the
Committee and of discussions at meetings

of the Committee or its staff.
(6) Personnel and medical files. Any in-
formation contained in personnel and medi-
cal files and similar files the disclosure of
which would constitute a clearly unwarrant-
ed invasion of personal privacy.
(7) Information compiled for law en-
forcement purposes. Any records or infor-
mation compiled for law enforcement pur-
poses, to the extent permitted under 5 USC
552(b)(7).
(8) Examination, inspection, operating, or
condition reports, and confidential supervi-
sory information. Any matter that is con-
tained in or related to examination, operat-
ing, or condition reports prepared by, on
behalf of, or for the use of an agency re-
sponsible for the regulation or supervision
of financial institutions, including a state fi-
nancial institution supervisory agency.
(b) Segregation of nonexempt information.
The Committee shall provide any reasonably
segregable portion of a record that is request-
ed after deleting those portions that are ex-
empt under this section.
(c) Discretionary release. Except where
disclosure is expressly prohibited by statute,
regulation, or order, the Committee may au-
thorize the release of records that are exempt
from mandatory disclosure whenever the
Committee or designated Committee members
determines that such disclosure would be in
the public interest.
(d) Delayed release. Publication in the
Federal Register or availability to the public
of certain information may be delayed if im-
mediate disclosure would likely—
(1) interfere with accomplishing the ob-
jectives of the Committee in the discharge
of its statutory functions;
(2) interfere with the orderly conduct of
the foreign affairs of the United States;
(3) permit speculators or others to gain
unfair profits or other unfair advantages by
speculative trading in securities or other-
wise;
(4) result in unnecessary or unwarranted
disturbances in the securities markets;
(5) interfere with the orderly execution of
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the objectives or policies of other govern-
ment agencies; or
(6) impair the ability to negotiate any con-
tract or otherwise harm the commercial or
financial interest of the United States, the
Committee, the Board, any Federal Reserve
Bank, or any department or agency of the
United States.
(e) Prohibition against disclosure. Except
as provided in this part, no officer, employee,
or agent of the Committee or any Federal Re-
serve Bank shall disclose or permit the disclo-
sure of any unpublished information of the
Committee to any person (other than Commit-
tee officers, employees, or agents properly
entitled to such information for the perfor-
mance of official duties).

SECTION 271.8—Subpoenas

(a) Advice by person served. If any person,
whether or not an officer or employee of the
Committee, of the Board of Governors of the
Federal Reserve System, or of a Federal Re-
serve Bank, has information of the Committee
that may not be disclosed by reason of section
271.7 and in connection therewith is served
with a subpoena, order, or other process re-
quiring the person’s personal attendance as a
witness or the production of documents or
information upon any proceeding, the person
should promptly inform the secretary of the
Committee of such service and of all relevant
facts, including the documents and infor-
mation requested and any facts that may be of
assistance in determining whether such docu-
ments or information should be made availa-
ble; and the person should take action at the
appropriate time to inform the court or tribu-
nal that issued the process, and the attorney
for the party at whose instance the process
was issued, if known, of the substance of this
part.

(b) Appearance by person served. Except as
disclosure of the relevant information is au-
thorized pursuant to this part, any person who
has information of the Committee and is re-
quired to respond to a subpoena or other legal
process shall attend at the time and place

therein mentioned and decline to disclose such
information or give any testimony with re-
spect thereto, basing such refusal upon this
part. If, notwithstanding, the court or other
body orders the disclosure of such infor-
mation, or the giving of such testimony, the
person having such information of the Com-
mittee shall continue to decline to disclose
such information and shall promptly report the
facts to the Committee for such action as the
Committee may deem appropriate.

SECTION 271.9—Fee Schedules; Waiver
of Fees

(a) Fee schedules. The fees applicable to a
request for records pursuant to 271.4 and
271.5 are set forth in appendix A to this sec-
tion. These fees cover only the full allowable
direct costs of search, duplication, and review.
No fees will be charged where the average
cost of collecting the fee (calculated at $5.00)
exceeds the amount of the fee.
(b) Payment procedures. The secretary may
assume that a person requesting records pur-
suant to section 271.5 will pay the applicable
fees, unless the request includes a limitation
on fees to be paid or seeks a waiver or reduc-
tion of fees pursuant to paragraph (f) of this
section.
(1) Advance notification of fees. If the es-
timated charges are likely to exceed $100,
the secretary of the Committee shall notify
the requester of the estimated amount, un-
less the requester has indicated a willing-
ness to pay fees as high as those anticipated.
Upon receipt of such notice, the requester
may confer with the secretary to reformu-
late the request to lower the costs.
(2) Advance payment. The secretary may
require advance payment of any fee esti-
mated to exceed $250. The secretary may
also require full payment in advance where
a requester has previously failed to pay a
fee in a timely fashion. The time period for
responding to requests under section
271.6(d), and the processing of the request
shall be suspended until the secretary re-
ceives the required payment.
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(3) Late charges. The secretary may as-
sess interest charges when fee payment is
not made within 30 days of the date on
which the billing was sent. Interest is at the
rate prescribed in 31 USC 317 and accrues
from the date of the billing.
(c) Categories of uses. The fees assessed
depend upon the intended use for the records
requested. In determining which category is
appropriate, the secretary shall look to the
intended use set forth in the request for rec-
ords. Where a requester’s description of the
use is insufficient to make a determination, the
secretary may seek additional clarification
before categorizing the request.
(1) Commercial use. The fees for search,
duplication, and review apply when records
are requested for commercial use.
(2) Educational, research, or media use.
The fees for duplication apply when records
are not sought for commercial use, and the
requester is a representative of the news
media or an educational or noncommercial
scientific institution, whose purpose is
scholarly or scientific research. The first
100 pages of duplication, however, will be
provided free.
(3) All other uses. For all other requests,
the fees for document search and duplica-
tion apply. The first two hours of search
time and the first 100 pages of duplication,
however, will be provided free.
(d) Nonproductive search. Fees for search
and review may be charged even if no respon-
sive documents are located or if the request is
denied.
(e) Aggregated requests. A requester may
not file multiple requests at the same time,
solely in order to avoid payment of fees. If
the secretary reasonably believes that a re-
quester is separating a request into a series of
requests for the purpose of evading the as-
sessment of fees, the secretary may aggregate
any such requests and charge accordingly. It
is considered reasonable for the secretary to
presume that multiple requests of this type
made within a 30-day period have been made
to avoid fees.
(f)  Waiver or reduction of fees. A request

for a waiver or reduction of the fees, and the
justification for the waiver, shall be included
with the request for records to which it per-
tains. If a waiver is requested and the re-
quester has not indicated in writing an agree-
ment to pay the applicable fees if the waiver
request is denied, the time for response to the
request for documents, as set forth in section
271.6(d), shall not begin until a determination
has been made on the request for a waiver or
reduction of fees.
(1) Standards for determining waiver or
reduction. The secretary shall grant a waiv-
er or reduction of fees where it is deter-
mined both that disclosure of the infor-
mation is in the public interest because it is
likely to contribute significantly to public
understanding of the operation or activities
of the government, and that the disclosure
of information is not primarily in the com-
mercial interest of the requester. In making
this determination, the following factors
shall be considered:
(1)  whether the subject of the records
concerns the operations or activities of
the government;
(i) whether disclosure of the infor-
mation is likely to contribute significantly
to public understanding of government
operations or activities;
(iii) whether the requester has the inten-
tion and ability to disseminate the infor-
mation to the public;
(iv) whether the information is already
in the public domain;
(v) whether the requester has a com-
mercial interest that would be furthered
by the disclosure; and, if so,
(vi) whether the magnitude of the identi-
fied commercial interest of the requester
is sufficiently large, in comparison with
the public interest in disclosure, that dis-
closure is primarily in the commercial in-
terest of the requester.
(2) Contents of request for waiver. A re-
quest for a waiver or reduction of fees shall
include—
()  a clear statement of the requester’s
interest in the documents;

Page 22 of 50

262 of 337



January 26-27, 2016

Authorized for Public Release

Class III FOMC — Internal (FR)

§271.9

Federal Open Market Committee—Rules Regarding Availability of Information

(i1) the use proposed for the documents
and whether the requester will derive in-
come or other benefit for such use;
(iii) a statement of how the public will
benefit from such use and from the
Committee’s release of the documents;
(iv) a description of the method by
which the information will be disseminat-
ed to the public; and
(v) if specialized use of the information
is contemplated, a statement of the re-
quester’s qualifications that are relevant
to that use.
(3) Burden of proof. The burden shall be
on the requester to present evidence or in-
formation in support of a request for a
waiver or reduction of fees.
(4) Determination by secretary. The sec-
retary shall make a determination on the re-
quest for a waiver or reduction of fees and
shall notify the requester accordingly. A
denial may be appealed to the Committee in
accordance with section 271.6(h).
(g) Employee requests. In connection with
any request by an employee, former employ-
ee, or applicant for employment, for records
for use in prosecuting a grievance or com-
plaint of discrimination against the Commit-
tee, fees shall be waived where the total
charges (including charges for information
provided under the Privacy Act of 1974 (5
USC 552a)) are $50 or less; but the secretary
may waive fees in excess of that amount.
(h) Special services. The secretary may
agree to provide, and set fees to recover the
costs of, special services not covered by the

Freedom of Information Act, such as certify-
ing records or information and sending re-
cords by special methods such as express mail
or overnight delivery.

Appendix A to Section 271.9—Freedom
of Information Fee Schedule

Duplication
Photocopy, per standard page $ 0.10
Paper copies of microfiche, per frame $ 0.10

Duplicate microfiche, per microfiche $ 0.35
Search and Review
Clerical/technical, hourly rate $20.00
Professional/supervisory, hourly rate ~ $38.00
Manager/senior professional, hourly

rate $65.00

Computer Search and Production
Computer operator search, hourly
rate $32.00

Tapes (cassette), per tape $ 6.00
Tapes (cartridge), per tape $ 9.00
Tapes (reel), per tape $18.00
Diskettes (3 '4”), per diskette $ 4.00
Diskettes (5 ¥4”), per diskette $ 5.00
Computer output (PC), per minute $ 0.10

Computer output (mainframe) actual cost

i The words “this part,” as used herein, mean
these Rules Regarding Availability of Information
(Code of Federal Regulations, title 12, chapter II,
part 271).
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PREAMBLE

The Federal Open Market Committee (the
“Committee”) is committed to providing clear
and timely information to the public about the
Committee’s monetary policy actions and the
rationale for those decisions. Indeed, consid-
erable evidence indicates that central bank
transparency increases the effectiveness of
monetary policy and enables households and
businesses to make better-informed decisions.

Two-way communication with the public is
a crucial element in the Committee’s mone-
tary policy process. Committee participants
have regular contacts with members of the
public as part of the process of gathering the
information the Committee needs to under-
stand current economic and financial condi-
tions. In addition, the Committee’s public
accountability is strengthened by open discus-
sion of Committee participants’ views about
the economic outlook as well as their judg-
ments about the appropriate course of mone-
tary policy.

Therefore, to reinforce the public’s confi-
dence in the transparency and integrity of the
monetary policy process, the Committee has
established the following principles to govern
Committee participants’ contacts with mem-
bers of the public. The Committee itself
maintains responsibility for ensuring that all
Committee participants—that is, the members
of the Federal Reserve Board and the presi-
dents of the Federal Reserve Banks—abide by
these principles.?

I “Committee participants” includes the Com-
mittee members and non-voting presidents of the
Federal Reserve Banks. The Committee’s policy
governing the external communications of Federal
Reserve System staff is set forth in a separate doc-
ument.

2 This policy is fully consistent with and com-
plements the more general policies for ethical con-
duct published in the Federal Reserve Administra-
tive Manual (“FRAM”) section 2-026.1 (“Ethics—
Voluntary Guide to Conduct for Senior Officials”).
That section recognizes the overarching principle
that senior Federal Reserve officials “have a special

GENERAL PRINCIPLES

1.  Committee participants will endeavor to
enhance the public’s understanding of mone-
tary policy. They are free to explain their
individual views but are expected to do so in a
spirit of collegiality and to refrain from char-
acterizing the views of other individuals on
the Committee. In explaining the rationale for
announced Committee decisions, participants
will draw on Committee communications and
the Chairman’s press conference remarks as
appropriate.

2. To foster the ongoing frank exchange of
views at Committee meetings, Committee
participants will refrain from publicly charac-
terizing such discussions beyond what has
been published in the minutes of each Com-
mittee meeting.

3.  To protect the independence of the
Committee’s decision-making process from
short-term political pressures, participants will
strive to avoid any appearance of political
partisanship and will be prudent in selecting
venues for their speaking engagements.

4. Committee participants will carefully
safeguard all confidential information.> No
confidential FOMC information may be re-
leased except pursuant to Committee instruc-
tions or with written authorization from the
Chairman and prompt notification to the
Comnmittee.

5. To the fullest extent possible, Commit-
tee participants will refrain from describing
their personal views about monetary policy in

responsibility for maintaining the integrity, dignity,
and reputation of the System” and “should scrupu-
lously avoid conduct that might in any way tend to
embarrass the System or impair the effectiveness of
its operations.” The policy in this document focus-
es specifically on external communications and is
binding on all Committee participants.

3 The Committee’s regulations concerning the
designation and handling of confidential FOMC
information are set forth in a separate document,
“Program for Security of FOMC Information,”
available at www federalreserve.gov/monetarypoli
cy/files/FOMC _InformationSecurityProgram.pdf.
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any meeting or conversation with any individ-
ual, firm, or organization who could profit
financially from acquiring that information
unless those views have already been ex-
pressed in their public communications.

6. Committee participants will strive to
ensure that their contacts with members of the
public do not provide any profit-making
person or organization with a prestige ad-
vantage over its competitors. They will con-
sider this principle carefully and rigorously in
scheduling meetings with anyone who might
benefit financially from apparently exclusive
contacts with Federal Reserve officials and in
considering invitations to speak at meetings
that are sponsored by profit-making organiza-
tions or that are closed to the public and the
media.

7. To facilitate the effectiveness of the
Committee’s policy deliberations and the clar-
ity of its communications, participants will
observe a blackout period on monetary policy
communications in conjunction with each
regularly scheduled Committee meeting. The
blackout period will begin at midnight Eastern
Time seven days before the beginning of the
meeting—for example, if the Committee
meeting is scheduled to begin on a Tuesday,
the blackout period will begin at the start of
the preceding Tuesday—and will end at mid-
night Eastern Time on the next day after the
meeting— for example, if the Committee
meeting ends on a Wednesday, the blackout
period will end at the end of Thursday. Dur-
ing each blackout period, participants refrain
from expressing their views about macroeco-
nomic developments or monetary policy is-
sues in meetings or conversations with mem-
bers of the public.

PRACTICAL EXAMPLES

To assist Committee participants in under-
standing the application of these principles,
the Committee has considered how the princi-
ples should be applied to some common re-
quests for public contact. For example, the
following contacts would generally be con-

sistent with the Committee’s policy on exter-
nal communications, as long as the participant
carefully adheres to all of the principles listed
above during the contact itself:

1. A speech on a monetary policy topic

at a widely-attended event with press in at-

tendance, where the event is organized by a

non-profit entity and does not involve fund-

raising. Such a speech might be given at an
academic institution, a conference spon-

sored by a non-profit organization, or a

meeting sponsored by a civic or trade asso-

ciation (such as a chamber of commerce or

a state or national bankers’ association).

2. An interview with the press regarding

the participant’s personal views on mone-

tary policy issues.

3. A private meeting with members of

the public—such as bankers, community

representatives, industry representatives, or
labor representatives—to collect infor-
mation about the economy without dissemi-
nating any information about the partici-
pant’s personal views on monetary policy
unless those views have already been ex-
pressed in their public communications.

Whenever practical, a public information

officer or other Federal Reserve staff should

be present at such a meeting.

In contrast, the following contacts would
not be consistent with the principles set out
above:

1.  Disclosure in any setting of confiden-

tial FOMC information.

2. Disclosure or characterization in any

setting of the views that others expressed at

a Committee meeting.

3. A prediction about Committee action

in advance of the Committee announcement

of its decision.

4. A private meeting with selected cli-

ents of a regulated entity or financial firm to

discuss monetary policy.

Of course, the foregoing examples are not
intended to serve as an exhaustive list, and
hence good judgment will be essential in ap-
plying these principles.
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PREAMBLE

In the course of making monetary policy
decisions, the Federal Open Market Commit-
tee (the “Committee””) makes extensive use of
background materials prepared by the staff of
the Federal Reserve System, and senior staff
give regular briefings at Committee meetings.
In addition, staff are directly involved in the
implementation and communication of the
Committee’s policy decisions.

Federal Reserve System staff have contacts
with members of the public in the process of
gathering information about current economic
and financial conditions. In addition, staff
synthesize that information using a variety of
analytical methods and statistical tools, and
the continual refinement of these methods and
tools is facilitated by ongoing interactions
with academic researchers, staff at foreign
central banks, and other outside analysts. Fi-
nally, staff play a significant role in helping
the public understand the rationale for Com-
mittee decisions. The principles described
below recognize the importance of these activ-
ities for monetary policymaking and are not
intended to inhibit the staff from conducting
or broadly disseminating economic research
or from carrying out other appropriate com-
munications with members of the public.

To reinforce the public’s confidence in the
transparency and integrity of the monetary
policy process, the Committee has established
the following principles to govern the public
contacts of Federal Reserve System staff who
have access to confidential FOMC infor-
mation.? The Committee maintains responsi-
bility for ensuring that all System staff with
such access abide by these principles. Specif-

! This document complements the Committee
policy regarding the external communication of
Committee participants, which is set forth in a sep-
arate document.

2 This policy is fully consistent with and com-
plements the rules for ethical conduct prescribed
for the staff of the Board of Governors and for staff
at each Federal Reserve Bank.

ically, the president of each Federal Reserve
Bank is responsible for ensuring the confiden-
tiality of FOMC information at that Federal
Reserve Bank and for the conduct and discre-
tion of that Federal Reserve Bank’s staff with
regard to the use of that information, and the
Chairman fulfills this role for Board staff.

GENERAL PRINCIPLES

1. Federal Reserve staff play a significant
role in enhancing public understanding of the
Committee’s actions, thereby promoting the
effectiveness of monetary policy. In all com-
munications with the public regarding mone-
tary policy issues, members of the staff should
refrain from publicly expressing their own
personal opinions or predictions regarding
prospective monetary policy decisions. In
explaining the rationale for announced Com-
mittee decisions, staff should draw on Com-
mittee communications, the Chairman’s press
conference remarks, and other published ma-
terials as appropriate. Whenever staff make
public comments on monetary policy, they
should clearly indicate that those comments
are solely their own responsibility and should
not be interpreted as necessarily representing
the views of the Committee, its principals, or
any other person associated with the Federal
Reserve System.

2. To foster the ongoing frank exchange of
views at Committee meetings, staff will re-
frain from characterizing such discussions—
apart from what has been published in the
minutes of each Committee meeting—in any
contact with an individual, firm, or organiza-
tion outside of the Federal Reserve System.

3.  To protect the independence of the
Committee’s decision-making process from
short-term political pressures, members of the
staff of the Board and Federal Reserve Banks
will follow their respective codes of conduct
regarding partisan political activities and
strive to avoid any appearance of political
partisanship when discussing economic or
policy issues with the public.
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4.  Staff will carefully safeguard all con-
fidential FOMC information.> No confidential
information may be released except pursuant
to Committee instructions or with written au-
thorization from the Chairman and prompt
notification to the Committee.

5. Unless the information has been made
widely available to the public, Federal Re-
serve staff members will refrain from dissem-
inating information outside the Federal Re-
serve System, such as information about eco-
nomic and financial conditions or about the
methods and tools that are currently being
used to assess those conditions, that might
allow an individual, firm, or organization to
profit financially.

6.  Staff will strive to ensure that their con-
tacts with members of the public do not pro-
vide any profit-making person, firm, or organ-
ization with a prestige advantage over its
competitors. They will consider this principle
carefully and rigorously in considering invita-
tions to speak at meetings sponsored by profit-
making organizations and in scheduling meet-
ings with anyone who might benefit financial-
ly from apparently-exclusive contacts with
Federal Reserve staff.

7.  To facilitate the effectiveness of the
Committee’s policy deliberations and the clar-
ity of its communications, staff will observe
the blackout period on monetary policy com-
munications in conjunction with each regular-
ly scheduled Committee meeting. The black-
out period will begin at midnight Eastern
Time seven days before the beginning of the
meeting—for example, if the Committee
meeting is scheduled to begin on a Tuesday,
the blackout period will begin at the start of
the preceding Tuesday—and will end at mid-
night Eastern Time on the next day after the
meeting—for example, if the Committee

3 The Committee’s regulations concerning the
designation and handling of confidential FOMC
information are set forth in a separate document,
“Program for Security of FOMC Information,”
available at www federalreserve.gov/monetarypoli
cy/files/FOMC _InformationSecurityProgram.pdf.

meeting ends on a Wednesday, the blackout
period will end at the end of Thursday. Dur-
ing each blackout period, staff will refrain
from expressing their views or providing
analysis to members of the public about mac-
roeconomic or financial developments or
about current or prospective monetary policy
issues unless that information has already
been cleared for publication and made widely
available to the public prior to the blackout
period. Staff will be able to carry out their
responsibilities for public dissemination of
published Federal Reserve data and System
surveys and reports, including answering
technical questions specific to a data release.

8. In carrying out their official responsibili-
ties, Federal Reserve staff engage in certain
closely-held communications with other parts
of the U.S. government, with foreign central
banks and governments, and with international
organizations such as the International Mone-
tary Fund and the Bank for International Set-
tlements. In communicating with individuals
from such institutions, staff may exchange
views on current economic and financial con-
ditions or discuss policy-related matters of
interest to the Federal Reserve, including non-
public information, and such communications
are not subject to the blackout period de-
scribed above. In all such interactions, how-
ever, no confidential FOMC information may
be released except pursuant to Committee
instructions or with written authorization from
the Chairman and prompt notification to the
Committee.

PRACTICAL EXAMPLES

To assist Federal Reserve System staff in
understanding the application of these princi-
ples, the Committee has considered how the
principles should be applied to some common
requests for public contact. For example, the
following contacts would generally be con-
sistent with the Committee’s policy on exter-
nal communications, as long as the staff
member carefully adheres to all of the princi-
ples listed above during the contact itself:
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1. A presentation at a widely-attended
meeting, where the event is organized by a
non-profit entity and does not involve fund-
raising. Such a meeting might be sponsored
by an academic institution, non-profit or-
ganization, or civic or trade association
(such as a chamber of commerce or a state
or national bankers’ association).

2. A private meeting with members of
the public—such as bankers, community
representatives, industry representatives, or
labor representatives—to collect infor-
mation about current economic and finan-
cial conditions, without disseminating any
information that is not widely available to
the public. Whenever practical, at least two
Federal Reserve staff should be present at
such a meeting.

3. A working paper, presentation, or
publication that evaluates the effectiveness
of monetary policy actions taken in the past.
4. A discussion between Federal Reserve
and Treasury staff (including during the
blackout period) regarding recent economic
and financial developments in a foreign
economy, how to interpret them, and their
implications for future developments.

In contrast, the following contacts would

1.  Disclosure of confidential FOMC in-

formation.

2. Disclosure or characterization of the

views expressed at a Committee meeting.

3. Disclosure of a Committee partici-

pant’s personal views on monetary policy

that have not previously been communicat-

ed to the public.

4.  Public communications in which a

Federal Reserve staff member expresses

personal opinions about prospective mone-

tary policy decisions.

5. A prediction to members of the public

about Committee action prior to the Com-

mittee’s announcement of such decisions.

6. A private meeting with selected cli-

ents of a regulated entity or financial firm to

discuss monetary policy.

Of course, the foregoing examples are not
intended to serve as an exhaustive list, and
hence good judgment will be essential in ap-

plying these principles. Moreover, whenever

staff are unsure about whether specific con-
tacts with the public would be appropriate,
they should consult in advance with the ap-

propriate staff person or with the head of their

respective institution—namely, the Chairman
in the case of staff at the Board of Governors,
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not be consistent with the principles set out
above:

and the president in the case of staff at a Fed-
eral Reserve Bank.
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SECTION 281.1—Policy Regarding the
Government in the Sunshine Act'

On September 13, 1976, there was enacted
into law the Government in the Sunshine Act,
Pub. L. No. 94-409, 90 Stat. 1241 (“Sunshine
Act”), established for the purpose of providing
the public with the “fullest practicable infor-
mation regarding the decision-making pro-
cesses of the Federal Government...while
protecting the rights of individuals and the
ability of the Government to carry out its re-

sponsibilities.” The Sunshine Act applies
only to those federal agencies that are defined
in section 552(e) of title 5 of the United States
Code and “headed by a collegial body com-
posed of two or more individual members, a
majority of whom are appointed to such posi-
tion by the President with the advice and con-
sent of the Senate, and any subdivision thereof
authorized to act on behalf of the agency.”™

The Federal Open Market Committee
(“FOMC”) is a separate and independent stat-
utory body within the Federal Reserve Sys-
tem. In no respect is it an agent or “subdivi-
sion” of the Board of Governors of the Federal
Reserve System (“Board of Governors”). It
was originally established by the Banking Act
of 1933 and restructured in its present form by
the Banking Act of 1935 and subsequent leg-
islation in 1942 (generally see 12 USC
263(a)). The FOMC’s membership is com-
posed of the seven members of the Board of
Governors and five representatives of the Fed-
eral Reserve Banks who are selected annually
in accordance with the procedures set forth in
section 12A of the Federal Reserve Act, 12
USC 263(a). Members of the Board of Gov-
ernors serve in an ex officio capacity on the
FOMC by reason of their appointment as
members of the Board of Governors, not as a
result of an appointment “to such position”
(the FOMC) by the President. Representa-
tives of the Federal Reserve Banks serve on
the FOMC not as a result of an appointment
“to such position” by the President, but rather
by virtue of their positions with the Federal
Reserve Banks and their selection pursuant to

section 12A of the Federal Reserve Act. It is
clear therefore that the FOMC does not fall
within the scope of an “agency” or “subdivi-
sion” as defined in the Sunshine Act and con-
sequently is not subject to the provisions of
that act.

As explained below, the act would not re-
quire the FOMC to hold its meetings in open
session even if the FOMC were covered by
the act. However, despite the conclusion
reached that the Sunshine Act does not apply
to the FOMC, the FOMC has determined that
its procedures and timing of public disclosure
already are conducted in accordance with the
spirit of the Sunshine Act, as that act would
apply to deliberations of the nature engaged in
by the FOMC.

In the foregoing regard, the FOMC has not-
ed that while the act calls generally for open
meetings of multi-member federal agencies,
10 specific exemptions from the open meeting
requirement are provided to assure the ability
of the government to carry out its responsibili-
ties. Among the exemptions provided is that
which authorizes any agency operating under
the act to conduct closed meetings where the
subject of a meeting involves information “the
premature disclosure of which would—in the
case of an agency which regulates currencies,
securities, commodities, or financial institu-
tions, be likely to lead to significant financial
speculation in currencies, securities, or com-
modities.” Y

As to meetings closed under such exemp-
tion, the act requires the maintenance of either
a transcript, electronic recording or minutes
and sets forth specified, detailed requirements
as to the contents and timing of disclosure of
certain portions or all of such minutes. The
act permits the withholding from the public of
the minutes where disclosure would be likely
to produce adverse consequences of the nature
described in the relevant exemptions.

The FOMC has reviewed the agenda of its
monthly meetings for the past three years and
has determined that all such meetings could
have been closed pursuant to the exemption
dealing with financial speculation or other
exemptions set forth in the Sunshine Act. The
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FOMC has further determined that virtually
all of its substantive deliberations could have
been preserved pursuant to the act’s minutes
requirements and that such minutes could sim-
ilarly have been protected against premature
disclosure under the provisions of the act.

The FOMC’s deliberations are currently re-
ported by means of a document entitled “Re-
cord of Policy Actions” which is released to
the public approximately one month after the
meeting to which it relates. The Record of
Policy Actions complies with the act’s
minutes requirements in that it contains a full
and accurate report of all matters of policy
discussed and views presented, clearly sets
forth all policy actions taken by the FOMC
and the reasons therefore, and includes the
votes by individual members on each policy
action. The timing of release of the Record of
Policy Actions is fully consistent with the
act’s provisions assuring against premature
release of any item of discussion in an agen-
cy’s minutes that contains information of a
sensitive financial nature. In fact, by releasing

the comprehensive Record of Policy Actions
to the public approximately a month after each
meeting, the FOMC exceeds the publication
requirements that would be mandated by the
letter of the Sunshine Act.

Recognizing the congressional purpose un-
derlying the enactment of the Sunshine Act,
the FOMC has determined to continue its cur-
rent practice and timing of public disclosures
in the conviction that its operations thus con-
ducted are consistent with the intent and spirit
of the Sunshine Act.

i Code of Federal Regulations, title 12, chapter
I1, part 281. The statement in section 281.1 was
effective March 10, 1977. An amendment to 12
CFR 281 effective February 16, 2005, deleted an
obsolete statement.

i Government in the Sunshine Act, Pub. L. No.
94-409, 2, 90 Stat. 1241 (1976).

ii Government in the Sunshine Act, Pub. L. No.
94-409, 3(a), 90 Stat. 1241 (1976).

v Government in the Sunshine Act, Pub. L. No.
94-409, 3(a), 90 Stat. 1242 (1976).
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During its recent meetings, the Federal
Open Market Committee (FOMC) discussed
ways to normalize the stance of monetary pol-
icy and the Federal Reserve's securities hold-
ings. 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 normaliza-
tion 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 enhance-
ments in the tools the Committee will have
available to implement policy during normali-
zation, 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 addition-
al information regarding its normalization
plans. All FOMC participants but one 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:

. 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 Re-
serve's securities holdings—so as to pro-
mote its statutory mandate of maximum
employment and price stability.
o When economic conditions and the
economic outlook warrant a less accom-
modative 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 Com-
mittee primarily by adjusting the interest

rate it pays on excess reserve balances.
o  During normalization, the Federal
Reserve intends to use an overnight re-
verse 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 con-
trol the federal funds rate.
. 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 af-
ter it begins increasing the target range for
the federal funds rate; the timing will de-
pend on how economic and financial con-
ditions and the economic outlook evolve.
o  The Committee currently does not
anticipate  selling agency mortgage-
backed securities as part of the normaliza-
tion process, although limited sales might
be warranted in the longer run to reduce
or eliminate residual holdings. The tim-
ing and pace of any sales would be com-
municated to the public in advance.
. The Committee intends that the Feder-
al 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 se-
curities, thereby minimizing the effect of
Federal Reserve holdings on the allocation
of credit across sectors of the economy.
. The Committee is prepared to adjust
the details of its approach to policy normal-
ization in light of economic and financial
developments.
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I.  INTRODUCTION.

The Program for Security of FOMC Infor-
mation (“the Program”) describes what confi-
dential FOMC information is, how it is classi-
fied, who has access to it, how it should be
handled, and who is responsible for ensuring
that it is protected. Everyone with access to
confidential FOMC information is required to
review and abide by the rules described be-
low.

These security procedures are not intended
to preclude discussions within the Federal
Reserve of important FOMC-related issues,
including the general reasons for the Federal
Open Market Committee’s (the “Committee”)
decisions. Such discussions may be conduct-
ed for research purposes or for preparing
briefings and other information for Committee
members, but care should be taken that all
discussion participants have the appropriate
level of authorization if confidential infor-
mation is being shared.

II. DEFINITION OF CONFIDENTIAL
FOMC INFORMATION.

Confidential FOMC information includes
all privileged information that comes into the
possession of the gevernersBoard members,
Federal Reserve Bank presidents, or Federal
Reserve System staff in the performance of
their duties for, or pursuant to the direction of,
the Committee. Such information covers, but
is not limited to, expressions of policy views
at Committee meetings, reasons for those
views, votes of the Committee, and staff fore-
casts. The information that must be kept con-
fidential may be in any form. It includes not
only paper documents, but also electronic
messages and files, recordings, notes, oral
briefings, and discussions relating to confiden-
tial FOMC matters.

III. CLASSIFICATION OF CONFIDEN-
TIAL FOMC INFORMATION.

There are three security classifications for
confidential FOMC information. The first

two classifications—“Class I FOMC — Re-
stricted Controlled (FR)” and “Class II FOMC
— Restricted (FR)”—apply to very sensitive
FOMC information. Class I FOMC infor-
mation must be handled at least as securely as
material classified by the Federal Reserve
Board as “Restricted Controlled (FR).” Ac-
cess to Class II information is somewhat less
restrictive than access to Class I. It must be
treated at least as securely as material classi-
fied by the Federal Reserve Board as “Re-
stricted (FR).” The classification “Class III
FOMC — Internal (FR)” applies to less sensi-
tive information that still requires confidential
treatment. It must be handled at least as se-
curely as material classified by the Federal
Reserve Board as “Internal (FR).” (See Sec-
tion VI below for handling requirements.)

Information in these classifications must be
kept confidential until it is released to the pub-
lic by the Chairman or by the Committee sec-
retary pursuant to Committee instructions. All
questions related to the classification, distribu-
tion, or handling of documents should be di-
rected to the FOMC Secretariat.

A. “Class T FOMC — Restricted Con-

trolled (FR).”

This classification is generally applied to
information that includes policymaker in-
put, e.g., information related to monetary
policy decisions at meetings, nonpublic
views expressed by policymakers on likely
future policy, and identification of meeting
participants who express particular views.
Class I information includes, but is not lim-
ited to:

1.  Monetary Policy: Strategies and Al-

ternatives (“Tealbook; Beek B”).

2. Minutes of Committee meetings, in-

cluding drafts.

3. Committee meeting recordings and

transcripts.

4.  Portions of Committee meeting par-

ticipants’ prepared remarks that include

material from Class I documents such as

Tealbook;—Beek B: and other monetary

policy alternatives under consideration.
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5. Submissions by, or on behalf of,
policymakers in the Summary of Eco-
nomic Projections process.
6. Special memoranda or reports
deemed particularly sensitive, including
materials that might otherwise carry a
Class II designation (e.g., a report from
the manager containing information on
sensitive foreign exchange operations).
B. “Class I FOMC — Restricted (FR).”
This classification is generally applied to
Board staff forecasts prepared for the
Committee and to information about open
market operations. Class II information in-
cludes, but is not limited to:
1. Economic and Financial Condi-
tions: Current Situation and Outlook
(“Tealbook;—Beek A”), and Board staff
projections or assumptions relating to in-
terest rates.
2. Reports of the manager on domestic
and foreign open market operations.
3. Information on Desk operations
posted on confidential portions of the
“MarketSource” website of the Federal
Reserve Bank of New York.
4.  Other materials on economic and fi-
nancial developments (including foreign),
special memoranda, tables, and charts less
sensitive than those in Class I, including
briefing materials containing Class II in-
formation that are produced and circulat-
ed within the Board or individual Federal
Reserve Banks.

C. “Class I FOMC — Internal (FR).”

This classification is generally applied to
less-sensitive background information pre-
pared by Board staff to support policy dis-
cussions. Class III information includes,
but is not limited to:

1.  Tealbook Data Sheets.

2. Committee meeting agendas.

D. Security Classification Downgrading
of FOMC Information.

FOMC information loses its security clas-
sification when the Committee releases it to
the public. Class II information is down-
graded to Class III six months after the rel-
evant Committee meeting. Additionally,

Tealbook;Beek B: and monetary policy al-
ternatives documents are downgraded from
Class I to Class II six months after the rele-
vant Committee meeting, and from Class II
to Class III one year after the relevant meet-
ing.

IV. ACCESS TO CONFIDENTIAL FOMC
INFORMATION WITHIN THE FEDERAL
RESERVE SYSTEM.

Staff access to confidential FOMC infor-
mation, which includes Class I, Class II, and
Class III information, requires prior authoriza-
tion. Before gaining access and annually
thereafter, all Federal Reserve System per-
sonsstaff—members, including office support
staff, must receive, review, and agree to abide
by the rules for handling confidential infor-
mation that are referred to in this document.

At each Federal Reserve Bank, the presi-
dent, or the research director on the presi-
dent’s behalf, is responsible for designating
those individuals-persons to be given access to
each class of information. At the Federal Re-
serve Bank selected by the Committee to exe-
cute open market transactions (the “Selected
Bank”), the manager of the System Open
Market Account (“SOMA”) may also desig-
nate staff on behalf of the president. At the
Board, that responsibility is assumed by the
Chairman or the Cemmitteeseeretary—en—the
Chairman’s—behalfChairman’s designees and
by Board members for their assistants. Access
at the Selected Bank and the Board of Gover-
nors is limited on a strict “need-to-know” ba-
sis.  Access at the other Federal Reserve
Banks is also limited on a strict “need-to-
know” basis and is subject to the numerical
limits noted below. In complying with these
limits, Federal Reserve Banks may designate
different #dividuals-persons to have access to
different documents. For example, one slot
could be filled by designating an international
economist as having access to all special
memoranda relating to foreign currency op-
erations, and a domestic economist as having
access to other Class I and Class II memoran-
da. At each institution, access to Class I,
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Class II, and Class III information should be

reviewed carefully at least once every year.
A.  Access to “Class | FOMC — Restricted
Controlled (FR)” materials at Federal Re-
serve Banks other than the Selected Bank
(and the Federal Reserve Bank that serves
as the backup site for Open—open Market
market Operationsoperations) is restricted
to the president and first vice president and
to seven other Federal Reserve Bank per-
sonnel as well as a limited number of office
support staff.
B.  Access to “Class II FOMC — Restrict-
ed (FR)” materials at Federal Reserve
Banks other than the Selected Bank (and the
Federal Reserve Bank that serves as the
backup site for Open-open Market-market
Operationsoperations) is restricted to the
president and first vice president and to
eleven other Federal Reserve Bank person-
nel as well as a limited number of office
support staff.
C.  Access to “Class III FOMC — Internal
(FR)” information is limited on a “need-to-
know” basis, but no specific limit is set on
the number of individuals-persons who may
have access to such information at each lo-
cation.
D. The lists of all persons, including of-
fice support staff, who are authorized to
have access to Class I, Class II, or Class III
information are to be generated and trans-
mitted to the FOMC Secretariat annually,
after the first regularly scheduled Commit-
tee meeting of the year (at which any
changes to the Program would typically be
considered). Over the course of the year,
changes resulting from new staff assign-
ments should also be transmitted. Records
of individuals’ agreements to abide by the
rules described in the Program should be
maintained at each institution. Such records
would include individuals’ signatures or
electronic equivalent.
E. To facilitate the preparation of special
analyses and briefings within the System,
eligible staff may be granted ad-hoc access
to Class I and Class II information on a

strict “need-to-know” basis for a specific
and limited period of time. Such ad-hoc ac-
cess may be granted by the president of a
Federal Reserve Bank or a research director
on his/her behalf or by the secretary for
Board staff. Staff granted ad-hoc access
must review and agree to abide by the rules
described in the Program before receiving
access. The FOMC Secretariat should be
advised that such access has been given,
and records of the access and related
agreement should be maintained at each
Federal Reserve Bank.

F. The Chairman may make ad-hoc ex-
ceptions to this section that are either more
or less restrictive for particular documents
being circulated or for other confidential in-
formation.

G. In order to provide secure and rapid
document delivery, access to selected con-
fidential FOMC information is given elec-
tronically through the Secure Document
System (“SDS”). SDS access is restricted
at each Federal Reserve Bank to the presi-
dent and first vice president and up to seven
other Federal Reserve Bank personnel. The
Desk at the Selected Bank has access for
four additional users at that Federal Reserve
Bank. The president of each Federal Re-
serve Bank may delegate to the research di-
rector the responsibility for selecting users,
monitoring compliance with SDS guide-
lines, and communicating with the FOMC
Secretariat when changes in usage or other
issues occur. Access to SDS for Board staff
is authorized by the-seeretary—on-behalf-of
the—Chairmana designee of the Chairman
and monitored by the FOMC Secretariat.

H. Eligibility for access to confidential
FOMC information for non-US citizens is,
in all cases (including under IV.E), gov-
erned by 12 CFR 268.205 and by this Pro-
gram. (A summary of this rule, as it per-
tains to FOMC information, is appended to
this document as “Attachment 1.”) Eligibil-
ity is determined based on a number of fac-
tors (including, but not limited to, country
of origin, immigration status, length of resi-
dency, and employment history) and in
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many cases may require a background
check.

. IndbvidualsPersons who are not em-
ployees may not be given confidential
FOMC information unless all the require-
ments of this section IV, including citizen-
ship requirements, are met and a designee
of the Chairmanthe—seeretary gives prior

approval.

V. ACCESS TO CONFIDENTIAL FOMC
INFORMATION OUTSIDE THE FEDERAL
RESERVE SYSTEM.

Access to classified FOMC information
outside the Federal Reserve System is limited
as follows:

A. Confidential FOMC documents gen-

erally are made available to the public after

a lag of about five years. Such availability

is subject to staff review (including consul-

tation with the Chairman or the Committee
where appropriate) for the purpose of re-
dacting any materials that are still deemed
to be sensitive after five years. For exam-
ple, confidential information obtained from
or about particular #éividuals—persons or
businesses, foreign governments and central
banks, and international institutions that is
deemed sensitive after the five-year lag will
be protected. In addition, national security
classified information that may be contained
in FOMC documents remains confidential
until it is declassified. The principal objec-
tives of the Committee’s policy of with-
holding sensitive information after the five-
year lag are to preserve the Committee’s
ability to collect needed information, to al-
low its representatives to participate in sen-
sitive discussions and report on them to the

Committee, to avoid disclosures that would

adversely affect U.S. international relations,

and to comply with the applicable laws
governing the disclosure of confidential in-
formation.

B. Staff officers of the Committee, and

those designated by the Chairman, are au-

thorized to transmit pertinent information
on System foreign currency operations to

appropriate officials of the Treasury De-
partment.

C. The Chairman may make ad-hoc ex-
ceptions to this section that are either more
or less restrictive for particular documents
or for other confidential information.

VI. HANDLING OF CONFIDENTIAL
FOMC MATERIALS.

To assure the necessary confidentiality, it is
important that special care be exercised in
handling FOMC materials. The minimum
requirements for handling confidential FOMC
and Federal Reserve information are described
in the Federal Reserve Board’s “Information
Classification &—and Handling Speeifiea-
tionsGuide” document (copies of summary
appendices of this document, labeled “At-
tachment 2-A” and “Attachment 2-B,” are
attached for convenience and are also availa-
ble as pages 25-27—34-36  at
(spweb frb.gov/sites/IT/Content/Pages/FISM
A/documents/Information%?20Classification%
20and%20Handling%?20Standard.pdfspweb-fr

and-Handling Standard-pdf). As noted in Sec-
tion III above, confidential FOMC infor-
mation must be treated at least as securely as
information in the corresponding Federal Re-
serve Board category. The following re-
quirements are highlighted here:
A. In addition to ensuring that the materi-
als themselves are made available only to
staff members who have been given access
to them, the information they contain should
be discussed with such persons only.
B. Persons who no longer have access to
confidential FOMC information, whether
because of a job change within the Federal
Reserve, employment outside the Federal
Reserve, or retirement, must release custody
of all confidential materials in their posses-
sion and remain subject to all the prohibi-
tions relating to the disclosure of FOMC in-
formation that is still confidential.
C. The distribution to the Committee of
all documents, other than the manager’s re-
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ports, should be handled through the FOMC
Secretariat.

D. In addition, to facilitate the identifica-
tion of Class I and Class II FOMC infor-
mation, the appropriate coversheet should
be placed on all such documents that are to
be circulated. (The Tealbook is distinctive
in appearance and meets this requirement
without an additional cover page.) The
most up-to-date coversheets are available on
the FOMC Secretariat’s web  site:
(fweb.rsma.frb.gov/dma/fomc/).

VII. ONGOING RESPONSIBILITY FOR
MAINTAINING CONFIDENTIALITY.

A. The president of each Federal Reserve
Bank is responsible for ensuring the confiden-
tiality of FOMC information at that Federal
Reserve Bank and for the conduct and discre-
tion of that Federal Reserve Bank’s staff with
regard to the use of the information. The
Chairman fulfills this role at the Board. No
confidential FOMC information may be re-
leased except pursuant to Committee instruc-
tions or with written authorization from the
Chairman and prompt notification to the
Committee.

B. At each institution (Board or Federal
Reserve Bank), the basic principles and rules
of confidentiality shall be reviewed at least
once a year with every individual-person who
has access to confidential FOMC information.
In addition to annual circulation of the Pro-
gram for Security of FOMC Information, in-
stitutions may implement further procedures
in support of information security.

C. If any Committee participant or Federal
Reserve System staff person becomes aware
of an incident in which FOMC information
security rules may have been breached, that
individual—person should promptly alert the
FOMC Secretariat. The secretary and-or the

Committee’s general counsel will, perferm—a
review—of-the—ineident—with appropriate con-
sultatlon w1th the Chalrmanﬁmd—w%—ﬂ%

Baﬂk promptly refer all material potcntlal
breaches to the Board’s inspector general and

request an investigation of the incident. The

Chairman.—whe will inform the Committee
about these matters and investigations, these
results-as appropriate. Intight-of review re-

D. If a staff person at the Federal Reserve
Board has been found to be responsible for a
breach of FOMC information security, the
Chairman will determine the consequences for

that individualperson. If a staff person at a
Federal Reserve Bank has been found to be
responsible for a breach of FOMC information
security, the president of that Federal Reserve
Bank will determine the consequences for that
individual-person and will inform the Chair-
man of that determination. If a Committee
participant has been found to be responsible
for a breach of FOMC information security,
the Committee will determine the conse-
quences for that participant. The Inspector
General will contact law enforcement agen-
cies whenever an investigation indicates that
criminal statutes may have been violated.

VIII. COMMITTEE MEETING ATTEND-
ANCE.

A. Except by approval of the Committee,

attendance at Committee meetings, including

conference calls, is limited to:
1. Geverners-Board members and Feder-
al Reserve Bank presidents and any other
alternate members. In the absence of a
president, a substitute Federal Reserve Bank
officer designated by the president or the
Federal Reserve Bank’s board of directors.
2. Committee officers. In the absence of
an associate economist from a Federal Re-
serve Bank, one substitute designated in ad-
vance by the president, with notice to the
FOMC Secretariat.
3. The manager of the SOMA. In the
manager’s absence, a substitute designated
by the manager or the president of the Se-
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lected Bank, with notice to the FOMC Sec- members of System staff designated by the
retariat. Chairman.
4. One adviser or one substitute desig- B. Attendance may be limited further by
nated in advance, with notice to the FOMC the Chairman if a meeting, or portion of a
Secretariat, by each president who is not meeting, gives rise to unusual sensitivity prob-
currently a member of the Committee. lems.

5. One first vice president of a Federal
Reserve Bank. This designee would be in
addition to those listed above. The FOMC
Secretariat maintains a rotational schedule
based on nominations from Federal Reserve
Banks.

6.  One assistant to the manager (such as
the deputy manager), FOMC Secretariat as-
sistance, and a limited number of additional
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Attachment 1

NON-CITIZEN ELIGIBILITY FOR AC-
CESS TO FOMC INFORMATION

Summary of 12 C.F.R. 268.205

Access to all FOMC information is gov-
erned under the Program for the Security of
FOMC Information. Under these rules, U.S.
citizens are eligible for access to all levels of
FOMC information (Class I, II, and III).! As
explained below, eligibility for access to
FOMC information for non-citizens depends
on the individual’s—person’s job, citizenship
status, residency and other requirements. The
Committee applies the same requirements for
access to its information that the Board ap-
plies when granting access to sensitive infor-
mation of the Board.?

As a general matter, a non-citizen is eligible
for access to FOMC information in only one
of two ways—as a Protected Individual or as
an Eligible Employee. Protected Individuals,
defined below, are treated similarly to citi-
zens, and are eligible for all levels of FOMC
information.  Eligible Employees, defined
below, are initially eligible for access based
on their country of origin, but may subse-
quently be eligible for a higher level of access
if they meet certain criteria. Non-citizens who
are neither Protected Individuals nor Eligible
Employees may not be granted access to
FOMC information.

!' In all cases, whether an individual-person is a
citizen or not, access to information of the FOMC
is contingent on both the eligibility discussed here
and a “need to know,” which involves a determi-
nation by the FOMC Secretariat or the Committee
Chairman that the individual-person must be per-
mitted access at the proposed level in order to per-
form his or her job. Individuals-Persons who are
granted access to FOMC information must abide by
all rules that apply to the handling of that infor-
mation.

2 The Board’s rule for access to sensitive infor-
mation by non-citizens is set forth in 12 C.F.R.
268.205.

1.  Protected Individuals®
A “Protected Individual” is a person who
is a lawful permanent resident (that is, holds
a “green card”) and who has taken certain
steps toward becoming a U.S. citizen. Those
steps require that the person either:
A. Sign a declaration of intent to be-
come a U.S. citizen and file for U.S. citi-
zenship within six months of becoming
eligible to do so,

or

A. Be an employee of the Federal Re-
serve System (FRS) since January 1,
2006;

B. File for citizenship before requesting

access to FOMC information; and

C. Pass a background check acceptable

to the Board.

A green card holder who does not qualify
under one of these criteria is not a Protected
Individual, and therefore is eligible for ac-
cess only if he or she is an Eligible Employ-
ee (see below).

2. Eligible Employees

To be an Eligible Employee, the non-
citizen must be employed in a position at
the Board or Federal Reserve Bank that re-
quires a Ph.D. in economics or finance. If
the non-citizen is employed in such a posi-
tion, his or her eligibility for access is
granted in two stages.

A. Initial Eligibility: Eligibility in the

initial stage depends on whether the non-

3 Under the Board’s rule, the term “Protected
Individual” also includes U.S. citizens and U.S.
nationals (persons who are born in American Sa-
moa, certain former citizens of the former Trust
Territory of the Pacific Islands, and certain children
of non-citizen nationals born abroad). The term
“Protected Individuals™ also covers three additional
categories of individuals-persons (those admitted
for temporary residence under certain immigration
provisions and those granted asylum or refugee
status). However, requests for access by persons in
these later categories are unlikely to arise and are
thus not described here.
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citizen’s country of origin is on the cur- Colombia
rent “country list,” which is a list of coun- Costa Rica
tries whose citizens may be hired by ap- Croatia
propriated federal agencies under federal Cuba
legislation (see the current country list be- Czech Republic
low).4 Denmark
i.  If the non-citizen is from a coun- Dominican Republic
try on the country list, he or she is eli- Ecuador
gible initially for Class II access. El Salvador
ii.  If the non-citizen is not from a Estonia
country on the country list, he or she is France
eligible initially only for Class III ac- Germany
cess. Greece
B. Higher Eligibility: In the second Guatemala
stage of eligibility, a non-citizen can be- Haiti
come eligible for access to information Honduras
one level higher (i.e., a non-citizen from a Hungary
country list country can become eligible Iceland
for Class I access and a non-citizen who Ireland
is not from a country list country can be- Israel
come eligible for Class II access). A non- Italy
citizen is eligible for this next level of ac- Japan
cess if he or she has: Latvia
i.  Resided in the United States for Lithuania
six years; Luxembourg
ii.  Been employed with the FRS for Netherlands
two years; New Zealand
iii. Been recommended for a higher Nicaragua
level of access by his or her division di- Norway
rector; and Panama
iv. Passed a background check ac- Paraguay
ceptable to the Board. Peru
Philippines
COUNTRY LIST Poland
Albania Portugal
Argentina Romania
Australia Slovakia
Bahamas Slovak Republic
Belgium Slovenia
Bolivia Spain
Brazil South Korea
Bulgaria Thailand
Canada Trinidad & Tobago
Chile Turkey
United Kingdom
4 The list of eligible countries and persons is Uruguay
Venezuela

subject to legislative and other changes. The last
change to the list was in 2004.
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Board Personnel Internal FR?
ED 2 o 5 2 6
PRINT Restricted-Controlled FR Restricted FR (Sensitive PlI) (including Non-Sensitive Pll)
Authorized & need to know
A list of the specific FR Staff . . for official business
. . Share only as provided in the
authorized to access the Authorized and need to , . . purposes. Pll may be shared
. . - . Board’s Policy for Handling .
MP-2 information must be prepared & | know for official business o . with a FRS employee or
- Personally Identifiable Information .
Access attached to the document(s) or purposes and limited to as . . Board contractor if
o . policy and limited to as few people .
centrally maintained by an few people as possible. 25 possible authorized by the Board
authorized authority P employee's supervisor or
the employee’s position
Not recommended. If necessary,
MP-2 . L L .
. L. each copy must have a unique Limited to need to know Limited to need to know Limited to need to know
Duplication | . .
identifier
"Restricted FR” at the top
“Restricted-Controlled FR” at the | of every page. Numbered " "
. “ ” “ ” Internal FR” at the top of
top of every page. Numbered using the “x of y Board Personnel” at the top of .
MP-3 - “ " . . the first page. All pages
. using the “x of y” numbering or numbering or every page. All pages must be .
Labeling . . - must be consecutively
consecutively numbered w/ the | consecutively numbered consecutively numbered
) " ” . numbered
final page labeled “last page w/ the final page labeled
“last page”
MP-3 Restricted-Controlled FR blue Restricted FR pink
Board Personnel green coversheet No coversheet
Coversheet | coversheet coversheet
1 of the followi hysical
1 of the following physical of the following physica 1 of the following physical controls:
MP-4 ) controls: locked desk 8 . . .
controls: locked desk drawer, file . . locked desk drawer, file cabinet or Stored in a secure location
Storage . ) drawer, file cabinet or .
cabinet or office . office
office
MP-5 Hand-delivered or placed within
two sealed envelopes. The Hand-delivered or placed Hand-delivered or placed within a . .
Transport: | . - No special requirements
Internal innermost envelope labeled as within a sealed envelope sealed envelope
“Restricted-Controlled FR.”
2 sealed envelopes & sent via
Two sealed envelopes and sent Registered Mail providing delivery
via Registered Mail (or equivalent | Two sealed envelopes and | tracking & confirmation. Sender
MP-5 service) providing delivery sent via Registered Mail (or | must maintain a list of specific items _
. . . . . . . Placed within a sealed
Transport: | tracking & confirmation. Sender | equivalent service) containing Sensitive PIl that were envelobe
External must maintain a list of specific providing delivery tracking | shipped. When tracking is not used, P
items containing Restricted- & confirmation. the transmitter must use
Controlled FR that were shipped compensating controls to the extent
possible.
Sent via encrypted fax machine &
MP-5 . . Sent via encrypted fax confirm receipt. When using non-
Sent via encrypted fax machine . . . . .
Transport: ) . machine and confirm secure fax, the transmitter must use | No special requirements
and confirm receipt . .
Fax receipt compensating controls to the extent
possible.
. Physically destroyed (e.g., .
MP- Ph Il 8. Ph Il 8.
M 6' ysically destroyed (e.g., paper paper shredders or ysically destroyed (e.g., paper Physically destroyed (e.g.,
Sanitization | shredders or approved secure shredders or approved secure
. approved secure document paper shredders)
& Disposal | document receptacles) document receptacles)
receptacles)

5> FOMC Documents are labeled Class I FOMC- Restricted Controlled (FR)
6 FOMC Documents are labeled Class II FOMC — Restricted (FR)

" FOMC Documents are labeled Class III FOMC — Internal FR

Information Classification and Handling Guide
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Attachment 2-B: Summary for Handling Digital Information

Board Personnel

Internal FR®

DIGITAL Restricted-Controlled FR® Restricted FR® . . . L
(Sensitive PIl) (including Non-sensitive PII)
. . Authorized & need to know for
A list of the specific FR Staff . . . .
. . Share only as provided in the official business purposes. PII
authorized to access the Authorized and need to , . . .
. . o ) Board'’s Policy for Handling may be shared with a FRS
information must be prepared | know for official business . .
MP-2 Access . o Personally Identifiable Information | employee or Board contractor
& attached to the media or purposes and limited to as . o ) .
o . policy and limited to as few people | if authorized by the Board
centrally maintained by an few people as possible. . , .
. . as possible employee's supervisor or the
authorized authority. , L
employee’s position
MP-2 Not recommended. If
Duolicati necessary, each copy must Limited to need to know Limited to need to know Limited to need to know
uplication
P have a unique identifier
Restricted-Controlled FR label | Restricted FR label must be
. . Board Personnel label must be
must be provided when the provided when the . . L
. o ) o provided when the information is .
MP-3 information is accessed or information is accessed or . Removable media labeled as
. . . accessed or displayed. Label ; \
Labeling displayed. Label Removable displayed. Label Internal FR

media “Restricted-Controlled
FR”

Removable media
“Restricted FR”

Removable media “Board
Personnel”

MP-4 Storage

1 of the following physical
controls: locked desk drawer,
file cabinet or office. Store
only on Board or Trusted Third
Party owned media that is
encrypted using an encryption
module that is FIPS-140-2
certified.

1 of the following physical
controls: locked desk
drawer, file cabinet or
office. Store only on Board
or Trusted Third Party
owned media that is
encrypted using an
encryption module that is
FIPS-140-2 certified.

1 of the following physical
controls: locked desk drawer, file
cabinet or office. Sensitive PII
stored on portable media must be
encrypted. Store only on Board or
Trusted Third Party owned media
that is encrypted using an
encryption module that is FIPS-
140-2 certified.

Store in a secure location.
Store only on Board or FRS
owned media.

MP-5
Transport:
Internal

Transport on Board or Trusted
Third Party owned encrypted
portable media that is
encrypted using an encryption
module that is FIPS-140-2
certified and hand-deliver or
place in 2 sealed envelopes.
Innermost envelope labeled
Restricted-Controlled FR

Transport on Board or
Trusted Third Party owned
encrypted portable media
that is encrypted using an
encryption module that is
FIPS-140-2 certified and
hand-deliver or place in a
sealed envelope

Transport on Board or Third Party
owned encrypted portable media
that is encrypted using an
encryption module that is FIPS-
140-2 certified and hand-deliver or
place in a sealed envelope

Transport only on Board or FRS
owned media

8 FOMC Digital Information, including E-mail is labeled Class I FOMC - Restricted Controlled (FR)

9 FOMC Digital Information, including E-mail is labeled Class I FOMC — Restricted (FR)

10 FOMC Digital Information, including E-mail is labeled Class Il FOMC — Internal FR

Information Classification and Handling Guide
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DIGITAL

Restricted-Controlled FR®

Restricted FR®

Board Personnel
(Sensitive PII)

Internal FR®
(including Non-sensitive PIl)

Transport on Board or Trusted
Third Party owned encrypted
removable media that is
encrypted using an encryption
module that is FIPS-140-2

Transport on Board or
Trusted Third Party owned
encrypted removable
media that is encrypted
using an encryption

Transport on Board or FRS owned
encrypted removable media that is
encrypted using an encryption
module that is FIPS-140-2 certified
in 2 sealed envelopes and sent via

MP-5 certified in 2 sealed envelopes . Registered Mail providing delivery | Placed within a sealed
. . ) module that is FIPS-140-2 . . .
Transport: | and sent via Registered Mail o tracking & confirmation. Sender envelope. Transport only on
o . . certified in 2 sealed o . . .
External providing delivery tracking & . must maintain a list of specific Board or FRS owned media.
. . envelopes and sent via . .
confirmation. Sender must . . items that were shipped. When
o . o Registered Mail (or o
maintain a list of specific items . . tracking is not used, the
. . equivalent service) -
containing Restricted- o . . transmitter must use
providing delivery tracking .
Controlled FR that were . ] compensating controls to the
. & confirmation. .
shipped extent possible.
Internal Recipients: Use
. » “FRS Only” category. Internal Recipients: Use “FRS Only”
Internal Recipients: Use “FRS
. (Reserve Bank users category
Only” category (Reserve Bank .
; sending Class Il FOMC
users sending Class | FOMC . . . .
. . information use the FOMC | External Recipients: Encrypt using
information use the FOMC o . o »
Classification) Classification) Board approved encryption Internal Recipients: Use “FRS
assification
MP-5 technologies unless the person the | Only” category
Transport: . information concerns specifically
) External Recipients: Encrypt o i i p
Email . External Recipients: authorizes the unencrypted email | External: Use “Unsecured
using Board approved . . . .
. . Encrypt using Board communication. Using External” category
encryption technologies. Use . . .
" . approved encryption unencrypted e-mail requires the
Secure External” category. . p X i
technologies Use “Secure | transmitter to use compensating
Class | FOMC must not be sent B " .
. External” category. controls. Use “Secure External
outside the FRS.
Class Il FOMC must not be | category
sent outside the FRS.
MP-6 Follow the Media Sanitation Follow the Media . o Follow the Media Sanitation
L. . . o . Follow the Media Sanitation and . .
Sanitization | and Disposal Policy & Sanitation and Disposal . . and Disposal Policy &
X . Disposal Policy & Procedures
& Disposal | Procedures Policy & Procedures Procedures

Information Classification and Handling Guide

Page 42 of 50

Page 36 of 36




January 26-27, 2016

Authorized for Public Release

Class III FOMC — Internal (FR)

Authorization for Domestic Open Market Operations

As amended effective January 27261526, 2016

1. The Federal Open Market Committee
(the “Committee”) authorizes and directs the
Federal Reserve Bank selected by the Com-
mittee to execute open market transactions
(the “Selected Bank™), to the extent necessary
to carry out the most recent domestic policy
directive adopted by the Committee:
A. To buy or sell in the open market se-
curities that are direct obligations of, or ful-
ly guaranteed as to principal and interest by,
the United States, and securities that are di-
rect obligations of, or fully guaranteed as to
principal and interest by, any agency of the
United States, that are eligible for purchase
or sale under Section 14(b) of the Federal
Reserve Act (“Eligible Securities”) for the
System Open Market Account (“SOMA”):
i.  As an outright operation with secu-
rities dealers and foreign and international
accounts maintained at the Selected Bank:
on a same-day or deferred delivery basis
(including such transactions as are com-
monly referred to as dollar rolls and cou-
pon swaps) at market prices; or
ii. As a temporary operation: on a
same-day or deferred delivery basis, to
purchase such Eligible Securities subject
to an agreement to resell (“repo transac-
tions”) or to sell such Eligible Securities
subject to an agreement to repurchase
(“reverse repo transactions”) for a term of
65 business days or less, at rates that, un-
less otherwise authorized by the Commit-
tee, are determined by competitive bid-
ding, after applying reasonable limitations
on the volume of agreements with indi-
vidual counterparties;
B. To allow Eligible Securities in the
SOMA to mature without replacement;
C. To exchange, at market prices, in con-
nection with a Treasury auction, maturing
Eligible Securities in the SOMA with the
Treasury, in the case of Eligible Securities
that are direct obligations of the United
States or that are fully guaranteed as to
principal and interest by the United States;
and
D. To exchange, at market prices, matur-
ing Eligible Securities in the SOMA with an

agency of the United States, in the case of
Eligible Securities that are direct obligations
of that agency or that are fully guaranteed
as to principal and interest by that agency.
2. The Committee authorizes the Selected
Bank to undertake transactions of the type
described in paragraph 1 from time to time for
the purpose of testing operational readiness,
subject to the following limitations:
A. All transactions authorized in this par-
agraph 2 shall be conducted with prior no-
tice to the Committee;
B. The aggregate par value of the trans-
actions authorized in this paragraph 2 that
are of the type described in paragraph 1.A.i
shall not exceed $5 billion per calendar
year; and
C. The outstanding amount of the trans-
actions described in paragraph 1.A.ii shall
not exceed $5 billion at any given time.
3. In order to ensure the effective conduct
of open market operations, the Committee
authorizes the Selected Bank to operate a pro-
gram to lend Eligible Securities held in the
SOMA to dealers on an overnight basis (ex-
cept that the Selected Bank may lend Eligible
Securities for longer than an overnight term to
accommodate weekend, holiday, and similar
trading conventions).
A.  Such securities lending must be:
i. At rates determined by competitive
bidding;
ii. At a minimum lending fee con-
sistent with the objectives of the program;
iii.  Subject to reasonable limitations on
the total amount of a specific issue of Eli-
gible Securities that may be auctioned;
and
iv.  Subject to reasonable limitations on
the amount of Eligible Securities that
each borrower may borrow.
B. The Selected Bank may:
i.  Reject bids that, as determined in its
sole discretion, could facilitate a bidder’s
ability to control a single issue;
ii.  Accept Treasury securities or cash
as collateral for any loan of securities au-
thorized in this paragraph 3; and
iii. Accept agency securities as collat-
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eral only for a loan of agency securities
authorized in this paragraph 3.
4. In order to ensure the effective conduct
of open market operations, while assisting in
the provision of short-term investments or
other authorized services for foreign central
bank and international accounts maintained at
a Federal Reserve Bank (the “Foreign Ac-
counts”) and accounts maintained at a Federal
Reserve Bank as fiscal agent of the United
States pursuant to section 15 of the Federal
Reserve Act (together with the Foreign Ac-
counts, the “Customer Accounts”), the Com-
mittee authorizes the following when under-
taken on terms comparable to those available
in the open market:
A. The Selected Bank, for the SOMA, to
undertake reverse repo transactions in Eli-
gible Securities held in the SOMA with the
Customer Accounts for a term of 65 busi-
ness days or less; and
B. Any Federal Reserve Bank that main-
tains Customer Accounts, for any such Cus-
tomer Account, when appropriate and sub-
ject to all other necessary authorization and
approvals, to:
i.  Undertake repo transactions in Eli-
gible Securities with dealers with a corre-
sponding reverse repo transaction in such
Eligible Securities with the Customer Ac-
counts; and
ii.  Undertake intra-day reverse—repo
transactions in Eligible Securities with
Foreign Accounts.
Transactions undertaken with Customer Ac-
counts under the provisions of this
paragraph 4 may provide for a service fee

when appropriate. Transactions undertaken
with Customer Accounts are also subject to
the authorization or approval of other entities,
including the Board of Governors of the Fed-
eral Reserve System and, when involving ac-
counts maintained at a Federal Reserve Bank
as fiscal agent of the United States, the United
States Department of the Treasury.
5. The Committee authorizes the Chairman
of the Committee, in fostering the Commit-
tee’s objectives during any period between
meetings of the Committee, to instruct the
Selected Bank to act on behalf of the Commit-
tee to:
A. Adjust somewhat in exceptional cir-
cumstances the stance of monetary policy
and to take actions that may result in mate-
rial changes in the composition and size of
the assets in the SOMA; or
B. Undertake transactions with respect to
Eligible Securities in order to appropriately
address temporary disruptions of an opera-
tional or highly unusual nature in U.S. dol-
lar funding markets.
Any such adjustment described in subpara-
graph A of this paragraph 5 shall be made in
the context of the Committee’s discussion and
decision about the stance of policy at its most
recent meeting and the Committee’s long-run
objectives to foster maximum employment
and price stability, and shall be based on eco-
nomic, financial, and monetary developments
since the most recent meeting of the Commit-
tee. The Chairman, whenever feasible, will
consult with the Committee before making
any instruction under this paragraph 5.
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Authorization for Foreign Currency Operations
As amended effective January 27, 2015

1. The Federal Open Market Committee
(the “Committee”) authorizes and directs the
Federal Reserve Bank selected by the Com-
mittee to execute open market transactions
(the “Selected Bank™), for the System Open
Market Account, to the extent necessary to
carry out the Committee’s foreign currency
directive and express authorizations by the
Committee pursuant thereto, and in conformi-
ty with such procedural instructions as the
Committee may issue from time to time:
A. To purchase and sell the following
foreign currencies in the form of cable
transfers through spot or forward transac-
tions on the open market at home and
abroad, including transactions with the U.S.
Treasury, with the U.S. Exchange Stabiliza-
tion Fund established by section 10 of the
Gold Reserve Act of 1934, with foreign
monetary authorities, with the Bank for In-
ternational Settlements, and with other in-
ternational financial institutions:

Australian dollars
Brazilian reais
Canadian dollars
Danish kroner
euro

Japanese yen
Korean won
Mexican pesos
New Zealand dollars
Norwegian kroner
Pounds sterling
Singapore dollars
Swedish kronor
Swiss francs

B. To hold balances of, and to have out-
standing forward contracts to receive or to
deliver, the foreign currencies listed in par-
agraph A above.

C. To draw foreign currencies and to
permit foreign banks to draw dollars under
the arrangements listed in paragraph 2 be-
low, in accordance with the Procedural In-
structions with Respect to Foreign Currency
Operations.

D. To maintain an overall open position

in all foreign currencies not exceeding
$25.0 billion. For this purpose, the overall
open position in all foreign currencies is de-
fined as the sum (disregarding signs) of net
positions in individual currencies, excluding
changes in dollar value due to foreign ex-
change rate movements and interest accru-
als. The net position in a single foreign cur-
rency is defined as holdings of balances in
that currency, plus outstanding contracts for
future receipt, minus outstanding contracts
for future delivery of that currency, i.e., as
the sum of these elements with due regard
to sign.
2. The Committee directs the Selected
Bank to maintain for the System Open Market
Account (subject to the requirements of sec-
tion 214.5 of Regulation N, Relations with
Foreign Banks and Bankers):
A. Reciprocal currency arrangements
with the following foreign banks:

Foreign bank Amount of arrangement
(millions of dollars equivalent)

Bank of Canada 2,000
Bank of Mexico 3,000

B. Standing dollar liquidity swap ar-
rangements with the following foreign
banks:

Bank of Canada

Bank of England

Bank of Japan
European Central Bank
Swiss National Bank

C. Standing foreign currency liquidity
swap arrangements with the following for-
eign banks:

Bank of Canada

Bank of England

Bank of Japan
European Central Bank
Swiss National Bank

Dollar and foreign currency liquidity swap
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arrangements have no pre-set size limits. Any
new swap arrangements shall be referred for
review and approval to the Committee. All
swap arrangements are subject to annual re-
view and approval by the Committee.

3. Al transactions in foreign currencies
undertaken under paragraph 1.A above shall,
unless otherwise expressly authorized by the
Committee, be at prevailing market rates. For
the purpose of providing an investment return
on System holdings of foreign currencies or
for the purpose of adjusting interest rates paid
or received in connection with swap drawings,
transactions with foreign central banks may be
undertaken at non-market exchange rates.

4. It shall be the normal practice to arrange
with foreign central banks for the coordination
of foreign currency transactions. In making
operating arrangements with foreign central
banks on System holdings of foreign curren-
cies, the Selected Bank shall not commit itself
to maintain any specific balance, unless au-
thorized by the Committee. Any agreements
or understandings concerning the administra-
tion of the accounts maintained by the Select-
ed Bank with the foreign banks designated by
the Board of Governors under section 214.5 of
Regulation N shall be referred for review and
approval to the Committee.

5. Foreign currency holdings shall be in-
vested to ensure that adequate liquidity is
maintained to meet anticipated needs and so
that each currency portfolio shall generally
have an average duration of no more than 24
months (calculated as Macaulay duration).
Such investments may include buying or sell-
ing outright obligations of, or fully guaranteed
as to principal and interest by, a foreign gov-
ernment or agency thereof; buying such secu-
rities under agreements for repurchase of such
securities; selling such securities under
agreements for the resale of such securities;
and holding various time and other deposit
accounts at foreign institutions. In addition,
when appropriate in connection with arrange-
ments to provide investment facilities for for-
eign currency holdings, U.S. government se-
curities may be purchased from foreign central
banks under agreements for repurchase of

such securities within 30 calendar days.
6.  All operations undertaken pursuant to
the preceding paragraphs shall be reported
promptly to the Foreign Currency Subcommit-
tee (the “Subcommittee”) and the Committee.
The Subcommittee consists of the Chairman
and Vice Chairman of the Committee, the
Vice Chairman of the Board of Governors,
and such other member of the Board as the
Chairman may designate (or in the absence of
members of the Board serving on the Sub-
committee, other Board members designated
by the Chairman as alternates, and in the ab-
sence of the Vice Chairman of the Committee,
the Vice Chairman’s alternate). Meetings of
the Subcommittee shall be called at the re-
quest of any member, or at the request of the
manager, System Open Market Account
(“manager”), for the purposes of reviewing
recent or contemplated operations and of con-
sulting with the manager on other matters re-
lating to the manager’s responsibilities. At the
request of any member of the Subcommittee,
questions arising from such reviews and con-
sultations shall be referred for determination
to the Committee.
7. The Chairman is authorized:
A. With the approval of the Committee,
to enter into any needed agreement or un-
derstanding with the Secretary of the Treas-
ury about the division of responsibility for
foreign currency operations between the
System and the Treasury;
B. To keep the Secretary of the Treasury
fully advised concerning System foreign
currency operations, and to consult with the
Secretary on policy matters relating to for-
eign currency operations;
C. From time to time, to transmit appro-
priate reports and information to the Na-
tional Advisory Council on International
Monetary and Financial Policies.
8. All Federal Reserve Banks shall partici-
pate in the foreign currency operations for
System Account in accordance with paragraph
3G(1) of the Board of Governors’ Statement
of Procedure with Respect to Foreign Rela-
tionships of Federal Reserve Banks dated Jan-
uary 1, 1944.
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9. The Committee authorizes the Selected testing operational readiness. The aggregate
Bank to undertake transactions of the type amount of such transactions shall not exceed
described in paragraphs 1, 2, and 5, and for- $2.5 billion per calendar year. These transac-
eign exchange and investment transactions tions shall be conducted with prior notice to
that it may be otherwise authorized to the Committee.

undertake from time to time for the purpose of
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Foreign Currency Directive
As reaffirmed effective January 27, 2015

1. System operations in foreign currencies
shall generally be directed at countering dis-
orderly market conditions, provided that mar-
ket exchange rates for the U.S. dollar reflect
actions and behavior consistent with IMF Ar-
ticle IV, Section 1.
2. To achieve this end the System shall:
A.  Undertake spot and forward purchases
and sales of foreign exchange.
B. Maintain reciprocal currency ar-
rangements with foreign central banks in
accordance with the Authorization for For-
eign Currency Operations.
C. Maintain standing dollar liquidity
swap arrangements with foreign banks in
accordance with the Authorization for For-
eign Currency Operations.
D. Maintain standing foreign currency li-
quidity swap arrangements with foreign
banks in accordance with the Authorization
for Foreign Currency Operations.
E. Cooperate in other respects with cen-

tral banks of other countries and with inter-
national monetary institutions.
Transactions may also be undertaken:
A. To adjust System balances in light of
probable future needs for currencies.
B. To provide means for meeting System
and Treasury commitments in particular
currencies, and to facilitate operations of the
Exchange Stabilization Fund.
C. For such other purposes as may be ex-
pressly authorized by the Committee.
System foreign currency operations shall

be conducted:

A. In close and continuous consultation
and cooperation with the United States
Treasury;

B. In cooperation, as appropriate, with
foreign monetary authorities; and

C. In a manner consistent with the obli-
gations of the United States in the Interna-
tional Monetary Fund regarding exchange
arrangements under IMF Article IV.
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In conducting operations pursuant to the au-
thorization and direction of the Federal Open
Market Committee (the “Committee”) as set
forth in the Authorization for Foreign Curren-
cy Operations and the Foreign Currency Di-
rective, the Federal Reserve Bank selected by
the Committee to execute open market trans-
actions (the “Selected Bank™), through the
manager, System Open Market Account
(“manager”), shall be guided by the following
procedural understandings with respect to
consultations and clearances with the Com-
mittee, the Foreign Currency Subcommittee
(the “Subcommittee”), and the Chairman of
the Committee, unless otherwise directed by
the Committee. All operations undertaken
pursuant to such clearances shall be reported
promptly to the Committee.

1.  For the reciprocal currency arrange-

ments authorized in paragraphs 2.A of the

Authorization for Foreign Currency Opera-

tions:

A. Drawings must be approved by the
Subcommittee (or by the Chairman, if the
Chairman believes that consultation with
the Subcommittee is not feasible in the
time available) if the swap drawing pro-
posed by a foreign bank does not exceed
the larger of (i) $200 million or (ii) 15
percent of the size of the swap arrange-
ment.

B. Drawings must be approved by the
Committee (or by the Subcommittee, if
the Subcommittee believes that consulta-
tion with the full Committee is not feasi-
ble in the time available, or by the Chair-
man, if the Chairman believes that con-
sultation with the Subcommittee is not
feasible in the time available) if the swap
drawing proposed by a foreign bank ex-
ceeds the larger of (i) $200 million or (ii)
15 percent of the size of the swap ar-
rangement.

C. The manager shall also consult with
the Subcommittee or the Chairman about
proposed swap drawings by the System.
D. Any changes in the terms of existing
swap arrangements shall be referred for
review and approval to the Chairman.

The Chairman shall keep the Committee
informed of any changes in terms, and the
terms shall be consistent with principles
discussed with and guidance provided by
the Committee.

2. For the dollar and foreign currency li-

quidity swap arrangements authorized in

paragraphs 2.B and 2.C of the Authorization

for Foreign Currency Operations:
A. Drawings must be approved by the
Chairman in consultation with the Sub-
committee. The Chairman or the Sub-
committee will consult with the Commit-
tee prior to the initial drawing on the dol-
lar or foreign currency liquidity swap
lines if possible under the circumstances
then prevailing; authority to approve sub-
sequent drawings for either the dollar or
foreign currency liquidity swap lines may
be delegated to the manager by the
Chairman.
B. Any changes in the terms of existing
swap arrangements shall be referred for
review and approval to the Chairman.
The Chairman shall keep the Committee
informed of any changes in terms, and the
terms shall be consistent with principles
discussed with and guidance provided by
the Committee.

3. Any operation must be approved by:
A. The Subcommittee (or by the
Chairman, if the Chairman believes that
consultation with the Subcommittee is not
feasible in the time available) if it:

i.  Would result in a change in the
System’s overall open position in for-
eign currencies exceeding $300 million
on any day or $600 million since the
most recent regular meeting of the
Committee.

ii. ~ Would result in a change on any
day in the System’s net position in a
single foreign currency exceeding $150
million, or $300 million when the oper-
ation is associated with repayment of
swap drawings.

iii. Might generate a substantial vol-
ume of trading in a particular currency
by the System, even though the change
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in the System’s net position in that cur-
rency (as defined in paragraph 1.D of
the Authorization for Foreign Currency
Operations) might be less than the lim-
its specified in 3.A.ii.
B. The Committee (or by the Subcom-
mittee, if the Subcommittee believes that
consultation with the full Committee is not
feasible in the time available, or by the
Chairman, if the Chairman believes that
consultation with the Subcommittee is not
feasible in the time available) if it would re-
sult in a change in the System’s overall
open position in foreign currencies exceed-
ing $1.5 billion since the most recent regu-

lar meeting of the Committee.

4.  The Committee authorizes the Select-
ed Bank to undertake transactions of the
type described in paragraphs 1, 2, and 5 of
the Authorization for Foreign Currency Op-
erations and foreign exchange and invest-
ment transactions that it may be otherwise
authorized to undertake from time to time
for the purpose of testing operational readi-
ness. The aggregate amount of such trans-
actions shall not exceed $2.5 billion per cal-
endar year. These transactions shall be
conducted with prior notice to the Commit-
tee.
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From
Current  December 2016 Year-
Level FOMC to-Date
Changes in Percent
S&P 500 Index 1906.9 -7 -7
KBW Bank Index 62.0 -17 -15
EuroStoxx 50 Index 3023.0 -7 -7
Shanghai Composite Index 2916.6 -17 -18
EM Equity Index 710.7 -10 -11
Changes in Basis Points
U.S. HY Corp. Credit OAS 750 bps +83 +90
HY Ex Energy OAS 660 bps +61 +77
HY Euro Area OAS 575 bps +103 +89
Source: Barclays, Bloomberg
(3) Onshore and Offshore Renminbi*
Basis (RHS
ey —Offshc()re R134B (LHS) I
Onshore RMB (LHS) ps
6.8 e 1S -1 2500
ZZ i I§eval. 2000
65 L 1500
6.4 1000
6.3 ;’,A./‘M ] 1 500
6.2 ~ AR
6.1 f 10
6 T T T T -500
01/01/15  04/01/15  07/01/15  10/01/15  01/01/16

*Basis is calculated as the offshore RMB less the onshore RMB.

**In this case, a pip is 1/100th of a RMB cent.

Source: Bloomberg

(5) Hong-Kong and Saudi Arabia Currencies

HKD/USD Official Trading Band

7.86
7.82
778 |

\._.Jﬁ.)\._ N y

Hong-Kong Dollar

/

7.74

01/01/15 04/01/15 07/01/15

SAR/USD Saudi Riyal

3.77
3.76
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10/01/15

Peg

01/01/16
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Source: Bloomberg

10/01/15

01/01/16

Exhibit 1

(2) Price Changes Year-to-Date vs.
August RMB Devaluation*

2016 Year-to-Date @ Aug. Deval. Max Deterioration**

Q22017 Implied FF Rate ]
Barclays 5Y5Y Breakeven i

10-Year Treasury
USD-RMB, Onshore***
JPM EM FX Index
DXY Dollar Index
MSCI EM Equity Index
S&P 500 Index

BPS

Percent

-40 -20 0

*Shaded bars show percent changes, outlined bars show basis point changes.

**Shows maximum price deterioration from 08/10/15 to 09/16/15.
***Shows maximum deterioration year-to-date.
Source: Bloomberg, FRBNY Desk Calculations

(4) Monthly Change in China Foreign Exchange

Reserves
$ Billions

150 Change in

100

50

0

-50

-100

Negative figure indicates net
decline in reserves

-150
01/01/10  07/01/11 01/01/13 07/01/14

Source: Bloomberg

(6) Commodity Prices

USD Brent Crude* e==Bloomberg Metals Index**

150

125
100

75 r

Crisis lows
50

25 r

Dec.i
FOMC

20

December 2015

0 T T T T
01/01/14 06/01/14 11/01/14 04/01/15 09/01/15
*Price per barrel.

**Composed of futures contracts on aluminum, copper, nickel, and zinc.
Source: Bloomberg
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(7) Currency Performance*
Since Dec. FOMC W 2016 Year-to-Date

JPY (6.5%)
EUR (16.6%)
CNY (21.6%)

AUD (1.2%)
CAD (12.7%)
GBP (3.3%)
BRL (2.0%)
MXN (12.1%)
RUB (1.4%)

USD
Appreciation

-5.0 +0.0 +5.0 +10.0 +15.0

Percent
*Percent weight in the Federal Reserve Board's Trade-Weighted Dollar Index

is in parenthesis.
Source: Bloomberg, Federal Reserve Board

(9) Intermeeting Changes in Money Market
Futures Rates*

BPS

mU.S. UK. Euro Area B Japan

40 L

Mar'l6 Mar'l7 Mar'l8 Mar'l9

Contract Expiry

Mar 20

*Changes in Tibor, Short Sterling, Euribor, and Eurodollar futures-implied
rates for the Japan, U.K., Euro Area, and U.S., respectively.
Source: Bloomberg
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(8) Five-Year, Five-Year Inflation Swap Rates*
U.S.

Euro Area
Percent

26

24 r

22 ¢

20 f

1.8

1.6

1.4 T T
01/01/15 04/01/15 07/01/15

*Dashed line indicates 10-year low.
Source: Barclays

10/01/15 01/01/16

(10) Cumulative Market-Implied Probability of a
Second Rate Hike by the March FOMC*

Percent
70 -
60
50 r
40
30
20
10

0 T T T T

10/28/15 11/18/15 12/09/15 12/30/15 01/20/16
*Assumes the EFFR will trade at the average level since liftoff until the
second rate hike, excluding month-ends. Probabilities are calculated from the

April 2016 fed funds futures contract.
Source: Bloomberg, Federal Reserve Bank of New York

Dec. FOMC

(11) Conditional Probability Matrix for End-2016 Rate* (12) Expected and Implied Federal Funds Rate Paths*

Next Relative Timing to Average
Policy Rate Action March End2016
Average Average Expected
Condition Probability | Condition Probability Rate
Before 2%
Increase in 1% 00 98 bps
2016 ° At 4% |
After 51% 90 bps
Before 2%
Decrease in 9% 00 19 bps
2016 0 At 12% |
After 86% 17 bps
No Change 5
in 2016 19% 36 bps

*Based on all responses from the January Survey of Primary Dealers and Survey
of Market Participants.
Source: Federal Reserve Bank of New York

—— Market Implied Path
Percent Modal Survey Path**
35 ¢ + Unconditional Survey Path***
i SEP Medians
3.0
25
20 r
15 b . :
1.0 r
0.5 &
V 0.0 r T T T T
01/22/16  09/22/16  05/22/17  01/22/18  09/22/18

*Based on all responses from the January Survey of Primary Dealers and
Survey of Market Participants.

**Average of survey respondents modal path.

***Average of survey respondents probability-weighted target fed funds rate.
Source: Federal Reserve Bank of New York, Federal Reserve Board
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(13) Overnight Interest Rates* (14) Overnight Money Market Volumes*
Target Range Brokered Eurodollar B Brokered Fed Funds
—%}CF ;Ftreasuréfcfiseﬁ){o tRate $ Billions " Triparty ex. GCF B GCF Treasury Repo
riparty ex. ate _
BPS Effective Federal Funds Rate 700 Dec.
80 - : Eurodollar Rate : 600 F FOMC
70+ 5 500 F
60 i
50 400 E
40 300 !
;g 200 |
10 100 |

0 . T T T . T
0
09/16/15  10/16/15  11/16/15  12/16/15  OV16/16 o9/16/15  10/16/15  11/16/15  12/16/15

01/16/16
*Dark trip wires indicate quarter-ends, light trip wires indicate month-ends. *Grey dashed lines indicates quarter-ends.
Source: Bloomberg, Federal Reserve Bank of New York Source: Bloomberg, Federal Reserve Bank of New York
(15) Cumulative Distribution of FR 2420 (16) FR 2420 VolumeTWeighted Median vs.
Federal Funds Volume by Rate* Volume-Weighted Mean
e Pre-1i * i Hok _
v e Llftoft“‘l . Post-Liftoff* Year-End 2016 I:(E;S ® FR 2420 Median FR 2420 Mean
80% | : 45+
40
60% | 35 L 5 bp Spread on fd e ®
Year-End
40% 30 r
25 ¢
20% 20 r
' ! 15 F - L
0% 1 ] T T T T 10 \:J\.:”V\\f D) uww Wwww ‘/«
0.00 0.10 0.20 0.30 0.40 0.50 0.60
Rates (%) 5 F ) ) o

*Dashed lines indicate average over the corresponding periods. 0 i i i .
**Includes data from 11/13/15 through 12/16/15.
***Includes data from 12/17/15 through 01/22/16, excluding 12/31/15. 09/16/15 10/16/15 11/16/15 12/16/15 01/16/16

Source: Federal Reserve Bank of New York, FR 2420 Source: Federal Reserve Bank of New York, FR 2420

(17) Term Money Market Rates and Probability of (18) RRPs Outstanding and Foreign Repo Pool
December Liftoff ® ON RRP Outstanding
]-Month LIBOR (LHS) $ Billions Term RRP Outstanding
1-Month Bill (LHS) 00 - Foreign RP Pool
e | -Month Financial CP (LHS) Dec.
Percent = === Prob. of Dec. Liftoff (RHS) Percent 700 F FOMC
0.6 100
600
05 90
’ 80 500
0.4 70
0.3 0 07
50 300 r
0.2 40
0.1 30 200 ¢
20
100
0 10
-0.1 0 0
09/16/15 10/28/15 12/09/15 01/20/16 12/01/14 03/20/15 07/08/15 10/23/15

Source: Bloomberg, FRBNY Desk Calculations Source: Federal Reserve Bank of New York
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(19) Timing of Reduction to ON RRP Cap and
Post-Reduction Level

Authorized for Public Release

Months $ Billions
>4 - 1000
20 800
16T 600 |
12 o —
B 400 t+
8 L
4 + 200 r
0 1 O —_—
Timing Level

*Dots scaled by percent of respondents from the January Surveys of Primary
Dealers and Market Participants. Dark blue dash reflects the survey median.
Source: Federal Reserve Bank of New York

(21) Post-Liftoff Assessment

e Assess operating framework to be working well

0 Effective in establishing floor on EFFR and other
overnight money market rates

0 Limited shift in footprint from increased ON RRP
take-up or change in market volumes

0 No sign of flight-to-safety behavior in ON RRP

* Market participants expect continued effectiveness of
framework

0 Generally expect one-for-one pass-through of next
rate increase

(23) SOMA Treasury Portfolio in 10-Year Equivalents

e Historical Projection (Baseline)
2$ STf“}iO“S LSAP 1 MEP
' LSAP 2 LSAP 3
2.0
1.5
1.0 /
Survey estimate of
05 r Vs last month of full
reinvestments*
0.0 T T T T
12/01/06 ~ 02/01/09  04/01/11  06/01/13  08/01/15

*Based on all responses from the January Survey of Primary Dealers and
Survey of Market Participants.
Source: Federal Reserve Bank of New York
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Exhibit 4 (Last)
(20) ON RRP Expected Demand*

$ Billions
>500

400
300
200
100 |

0

No change Increase

6 Months
Forward

1 Year
Forward

Policy Change at Next
Meeting

*Based on all responses from the January Survey of Primary Dealers and
Survey of Market Participants. Dark blue dash reflects the survey median.
Source: Federal Reserve Bank of New York

(22) Receipts of Principal on Treasury Securities

Scheduled

$ Billions Maturities

90 r
80
70
60
50
40
30
20
10

o .‘“‘Illu‘lllll II‘I|||‘|“ | ||‘ il I,I||.

1/2015 12/2015 11/2016 10/2017 9/2018 8/2019 7/2020
*Based on all responses from the January Survey of Primary Dealers and
Survey of Market Participants.

Source: Federal Reserve Bank of New York

Survey estimate of last month
of full reinvestments*

(24) Upcoming Operational Tests

e One Treasury Outright Purchase under the Domestic
Authorization

0 Scheduled for Feb. 23 for about $220 million
* Two tests under the Foreign Authorization
0 Euro-denominated overnight repo
= Scheduled for Feb. 2 for about €1 million
0 Liquidity swap with Bank of Canada
= Scheduled for Feb. 9 for about $50 thousand

e One seven-day Term Deposit Facility (TDF) test at a 1
basis point spread to IOER

0 Planned for Q1 at a maximum tender of $5 billion per
counterparty
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Exhibit 1

Two key takeaways relevant for calibrating capacity of ON RRP facility

1. Market confidence in sufficient headroom over time is important for rate control
. We don’t know how large headroom needs to be
. Having very elevated capacity at liftoff may have contributed to its
success
. Capacity likely can be lower than $2 trillion
. May need more headroom now than the $150 billion that typically
prevailed during testing phase
2. Demand for ON RRPs could trend up over time...
. With changes in financial regulations (money funds, banks)
. With rise in general level of interest rates (ZLB effects; international

capital flows)

. Overall, future demand is uncertain

Page 1 of 4
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Three illustrative options for reducing aggregate capacity of ON RRP facility

Level

Adjustments for trend demand

Option Features thion 1 Optior_1 2 Option 3
High Cap Low Flexible Cap Low Hard Cap
Approximate level $800 billion $300 to $500 hillion $400 to $600 billion
of ON RRP cap to $1 trillion
Willing to increase that Limited need Yes: No

cap level over time?

If ON RRP demand
grows significantly,
what happens?

Adjust capacity as
needed to maintain
headroom for interest
rate control; headroom
is primary lever

Likely won’t need Communicate willing

to do anything; to raise cap
could raise cap and under what
or offer term circumstances; could

also offer term

Communicate unwilling
to raise cap;
instead offer term

High-level policy tradeoffs

May prefer a high cap (option 1) if you:

o Want to limit need to increase cap over time

o See high cap as important for rate control

o Are not very concerned about surge risk in near term, or potential
footprint

o Or see it as prudent first step in reducing cap over time

May prefer a low flexible cap (option 2) if you:

o Do not see high cap as important for rate control
o Want to mitigate surge risk in near term
o Are willing to increase cap over time as necessary

May prefer a low hard cap (option 3) if you:

o Are not willing to increase cap over time
o Are concerned about near-term surge risk
o Also have footprint concerns

Page 2 of 4
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Exhibit 3

Timing of reduction -- what constitutes "fairly soon"?

. If judge rate control sufficient and likely sustained with lower cap, could reduce
in March
o Might reduce concerns about exposure to surge risk...
o And perhaps also about footprint-related issues

J Or could want to gain more experience with policy normalization first

. Or wait until some upcoming calendar events (March quarter-end; April tax

season) pass

Adjusting RRPs for calendar effects

. Recommend continuing to provide sufficient RRPs at quarter-ends

. Under any of the options, calendar effects could be accommodated

Near-term communications about RRPs

J January minutes:

o Capacity reduction: Will note topic was discussed; could help lay
groundwork for future decision

o Calendar effects: Could convey intention to ensure sufficient RRP
capacity at March quarter-end

J January directive:

o Eliminates reference to term RRPs; that resolution has expired

Page 3 0of 4
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Exhibit 4

Questions for go-round

1. Approach: What is your preference among the options discussed in the
memao" for reducing the capacity of the ON RRP facility and why? (Or do you
prefer another option?)

2. Quarter-end: Do you have a preferred approach for handling quarter-end (or
other calendar-based) pressures via temporary increases in the cap on ON
RRPs, offering term RRPs, or both?

3. Communications: How would you explain to the public the change in the
capacity of the facility and the Committee’s plans for managing capacity going
forward?

4, Timing: When do you believe it would be appropriate to reduce the capacity of

the facility from its current level?

' “Reducing Aggregate Capacity of the ON RRP Facility,” dated January 20, 2016.

Page 4 of 4
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Exhibit 1

The International Outlook

1. Chinese GDP Growth

Percent change, annual rate

— 10
| - - Dec.TB 9
—— Nowcast model
(fitted)
- —48
- ~47
- — 6
11 1 | | I | | 11 1 | 11 1 | 11 1 | 11 1 | 11 1 5
2012 2013 2014 2015 2016 2017 2018
3. Oil and Metals Price Outlook
January 2013 = 100 USD per batrrel 110
L Metals Price 4 100
Index 90
1 | 1 1 1 | 1 1 1 | 1 1 1 20
2015 2016 2017
5. Foreign GDP

Percent change, annual rate

- — Dec. TB Emerging market
economies (EME)

Advanced foreign
economies (AFE)

2014 2015 2016 2017 2018

115 +

110

105

100

2. China: Multilateral Index and RMB/USD Forecasts

2013 2014 2015 2016 2017 2018

July 1, 2014 = 100 RMB/USD (inverted scale)
0 — — 5.52
RMB 4 5.75
Appreciation
Multilateral 5.98
Index*
6.21
6.44
RMB/USD 6.67
95 1 | 1 1 1 | 1 1 1 | 1 1 1 | 1 1 1 690
2014 2015 2016 2017 2018
* China Foreign Exchange Trade System (nominal exchange rate basket)
4. Net Oil Exports
Percent of GDP
[ 1 Japan (5)* * Parentheses indicate
] china (9) percent share of U.S.
Bl France 2) merchandise exports
Hus.
] Germany (4)
[ Brazil (3)
Huk. @
] Mexico 17)
[ ] Canada (23)
[ ] Colombia (1)
[T Russia (1)
| |
| |
1 1 1 1 1 1 1 1 1
-5 0 10 20 30 40
Note: Data is from 2014.
6. Real Dollar Indexes
2013:Q1 =100
— — 135
- - Dec.TB AFE
- T - -] 130
- -4 125
- S e e __ -4 120
- T -4 115
L Dollar ST =110
appreciation
- - 105
= - 100
III|III|III|III|III|III95
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1. China-driven EME Crisis (Red)
¢ GDP in China, other EMEs falls 7 percent below baseline
e Broad real dollar rises 15 percent above baseline
¢ U.S. corporate credit spreads widen 100 basis points

2. Stronger Dollar, Lower Oil Prices (Blue)
e Foreign GDP growth falls 1/2 percentage point below baseline
o Broad real dollar rises 10 percent above baseline
# Oil prices fall $7 per barrel below baseline

The International Outlook (2)

306 of 337

2. Foreign GDP
4-quarter percent change
= Baseline ]

— China-driven Crisis

— Stronger Dollar,
Lower Oil Prices

2015 2017 2019

5. U.S. GDP
4-quarter percent change

2015 2017 2019

3.0

0.0

3. Real Broad Dollar
2015:Q1 =100

2015 2017 2019

6. Core PCE Prices
4-quarter percent change

2015 2017 2019

130

125

120

115

110

105

100

95

25

2.0

15

1.0

0.5

0.0

4. Crude Oil Price*
Dollars/barrel

2015 2017 2019

* Imported oil price.

7. Federal Funds Rate
Percent

2015 2017 2019

60

10

4.5

0.0
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Forecast Summary

1. Evolution of 2015:Q4 GDP Growth Nowcasts

Percent 6
—— Judgmental (Tealbook-consistent)
— Board staff factor model 1°
System staff models 4 4
-1 3
- 2
—H 1
0
| — -1
1 1 -2
Oct. Nov. Dec. Jan.
Note: The shaded region is a 70 percent confidence interval around the Board staff factor model estimate.
3. Output Gap Estimates from State-Space
2. GDP Growth in 2016:Q1 Model
Percent 6 Percent
Judgmental (Tealbook-consistent) — Jan.TB
1° | - - Dec.TB 41
-1 4
- 3
- 2
-1 1
0
-1 -1
1 _2 1 1 1 I 1 1 1 I _4
Dec. Jan. 2014 2015
Note: The shaded region is a 70 percent confidence interval around Note: The shaded region is a 70 percent confidence interval around
the Board staff factor model estimate. the December estimate, reflecting only filtering uncertainty.
4. Real GDP 5. Unemployment Rate
Percent change, annual rate Percent 9
— Jan.TB — Jan. TB
| - - Dec.TB - 8 — ~ ~ Dec.TB 18
—— 70% confidence interval —— 70% confidence interval
— - 6 — -7
— 4 — 6
— 2 = 5
0 — - % 4
i Natural Rate with EEB
— - -2 — 3
1 1 1 I 1 1 1 I 1 1 1 I 1 1 1 I 1 1 1 - 1 1 1 I 1 1 1 I 1 1 1 I 1 1 1 I 1 1 1
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018

Note: Confidence intervals for panels 4 through 7 based on FRB/US
stochastic simulations.

*Effect of emergency unemployment compensation and state-federal
extended benefit programs.
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6. PCE Prices
Percent change, annual rate

— Jan. TB
- - Dec.TB N

WV ___

vV

L L L I L L L I L L L I L L L I L L L
2014 2015 2016 2017 2018
8. Inflation Revisions Since December:
Total PCE
Percentage points
—— Reuvisions to Projection
B Source of Revision: n
| Food ]
Energy
— - Core =
e
] ] ]
2015 2016 2017 2018
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0.5
0.4
0.3
0.2
0.1
-0.0
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7. PCE Prices Excluding Food and Energy
Percent change, annual ratE

— Jan.TB
- - Dec.TB

2014 2015 2016 2017 2018

9. Inflation Revisions Since December:
Core PCE

Percentage points

—— Reuvisions to Projection
Source of Revision:
Resource Utilization
Energy Price Passthrough

— - Import Prices =
Other

2015 2016 2017 2018
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Key Economic Indicators for the January, March, and April FOMC Meetings

(Percent change at annual rate, except as noted)

2015 2016
Sept. Oct. Nov. Dec. Jan. Feb. Mar.
Total PCE price index : : : :
| | | |
3-month change 0.1 -0.1 | 0.3 | 0.1 -0.5 | -1.2 | -0.9
December Tealbook 0.0 -0.1 : 0.1 : 0.1 -0.2 : -0.2 : 0.5
| | | |
12-month change 0.2 0.2 | 0.4 | 0.6 0.9 | 0.7 | 0.4
December Tealbook 0.2 0.2 : 0.4 : 0.6 1.0 : 0.9 : 0.8
| | | |
| | | |
Core PCE price index : : : :
| | | |
3-month change 1.4 1.2 | 1.5 | 0.9 1.2 | 1.0 | 1.4
December Tealbook 13 1.2 : 13 : 1.1 13 : 14 : 1.4
| | | |
12-month change 1.3 1.3 | 1.4 | 1.4 1.4 | 1.4 | 1.3
December Tealbook 1.3 1.3 : 1.3 : 1.4 1.5 : 1.5 : 1.4
I I — ! I
| | |
Unemployment rate (percent) 5.1 5.0 5.0 : 5.0 : 4.9 4.9 : 4.9 :
December Tealbook 5.1 5.0 5.0 | 4.9 | 4.9 4.9 | 4.9 |
| | | |
Payroll employment (change in 000s) 145 307 252 : 292 : 238 238 : 238 :
December Tealbook 145 298 211 | 210 | 213 213 | 213 |
| | | |
: 3rd Q3 est. : 2nd Q4 est.= 3rd Q4 est. :
Gross Domestic Product | 2.0 | 0.4 | 0.4 |
December Tealbook : 2.1 : 1.7 : 1.7 :
| | | |
Key : Estimate first available at:
January meeting March meeting April meeting

Note: The December CPI was released prior to the January FOMC meeting; the February CPI will be released on the second day of
the March FOMC meeting; the March CPI will be released prior to the April FOMC meeting.
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Speculative-Grade Corporate

Debt Ratios for Speculative-Grade

Bond Spreads Percent 18 Oil and Non-Qil Firms Percent of Assets o0
monthy | eeeeeee Spec-grade oil
= 4 16 —— Spec-grade non-oil
—— Far-Term Inv-grade
Near-Term - - 50
- - 14
- - 12
= 4 40
- - 10
- 4 8
- - 30
- - 6
B Jan. -1 4 - - 20
21
- -4 2
I I I I I I T N T T T Y N Y Y T T T | 0 I N TN T Y N T T T T N N T T T Y I Y | 10
1998 2001 2004 2007 2010 2013 2016 1995 1999 2003 2007 2011 2015
Near-Term spread between years two and three. Far-Term spread Note: Data are annual until 1999 and quarterly thereafter.
between years nine and ten. Source: Compustat.
Source: Staff estimates.
High Yield Bond Secondary Market for Speculative-Grade Bonds
and Loan Mutual Funds Billions of Dollars Thousands of dollars Percent
— — 6 1500 — —_/ 2
Weekly Daily MF
- Bond mutual funds 4 4 . suspends
Trading Volume (LHS) ;
Loan mutual funds , 1200 | oo Bid-Ask (RHS) redemptions ;
0 ; !i i & i
900 |- T TTILE i
. mr P PR N
600 | i )
-6
8 300 |
-10
T N T N N NN N T T Y O Y Y Y O O Y | 12 o L4 ] 1 0
Jan. Mar. May July Sept. Nov. Jan. Mar. May July Sept.Nov. Jan. 2014 2015 2016
2014 2015 Note: Bid-Ask spread is the difference between weighted average dealer bid prices and ask
. ; ; ices. Trading volume i disseminated bond.
Source: Momningstar Direct, ICI. pn;isme;asulIr-legsvac:':r:c?n:SpEeleec;—afgren’:)er:-d:fsairl?g;abeond:r;n the secondary market that have traded
at least 10 times between 10:30am and 3:30pm. Series are seasonally adjusted.
Source: FINRA, Mergent, Moody’s DRD.
Bank Leverage and Exposures WTI Future Margins Thousands of Dollars o
e LISCC bank exposures to oil and gas are | 4
limited, but some community banks and
large regionals have significant exposures. B -6
) = 45
e LISCC bank exposures to China and EMEs Dec.
are limited, but there are indirect channels B -4
through global banking firms. 5
*  Wider bond spreads and weak foreign - 42
growth were features of last year’s stress ]
test scenarios.
1 1 1 1 1 1 1 1 0

1 of2

2009 2010 2011
Source: CME.

2012 2013 2014 2015


https://www.federalreserve.gov/monetarypolicy/files/FOMC20160127meeting.pdf#91

January 26-27, 2016

Class Il FOMC - Restricted (FR)

Authorized for Public Release

315 of 337
January 26, 2016

Exhibit 2: Staff Judgment on Levels of Vulnerabilities

Key: l Extremely subdued Low Moderate Notable l Elevated
January 2015 October 2015 January 2016*

« Pressures persist in speculative « The balance of indicators suggest |« Wider risk spreads and lower issuance
corporate debt markets, despite a moderate valuation pressures in of speculative-grade debt suggest
widening of yield spreads equity and corporate debt further easing of valuation pressures

Valuation « Valuation pressures in CRE are markets, down from previous in corporate debt markets
Pressures moqlerate. but increasing . assessments . « CRE prices continue to grow rapidly,

« Equity prices remain high relative to o Term premiums remain very low | although they may be supported by
sales, but appear moderate relative to |« CRE valuation pressures low interest rates
earnings increased further « Forward price-earnings ratios for

equities fell to near median
« Term premiums remain low
« Credit-to-GDP ratio remains « Aggregate measures of leverage |« Leverage of speculative and unrated
below estimated trend for nonfinancial businesses are firms is at a multi-decade high, in
. « Further leveraging at riskier firms rising and are now slightly above | particular in the oil sector
Private could leave sector vulnerable to their long-run averages « Debt growth in nonfinancial business
Nonfinancial adverse macroeconomic shock « The rapid pace of debt growth for | sector has decelerated
Sector riskier firms is showing signs of |« Credit-to-GDP ratio remains below
Leverage cooling, but leverage remains estimated trend
historically high for these firms
o The modest increases in
household debt continues to be
driven mostly by prime borrowers
« Capital positions at BHCs and « Regulatory capital ratios « Capital positions at BHCs are
. . insurance companies further remained close to recent highs relatively high and increased further
Financial improved « Available measures point to « Net secured borrowing by dealers
Sector « Hedge fund leverage remains at moderate leverage in the nonbank | decreased from its already low level
Leverage higher-end of its range since the crisis sector « Hedge fund leverage has moderated in

« Accommodative standards persist for |e Insurance industry is well recent months
underlying loans in non-agency CMBS | capitalized and balance sheet risk
and CLOs appears manageable

« Structural vulnerabilities in « Large BHC liquidity buffers « Liquidity buffers at large BHCs
money market funds persist remain robust remain robust

« Assets held by bond and loan mutual |« Aggregate amount of runnable « Liquidity mismatches at open-end

Maturity and funds and ETF§ represent large privaFe money-like .instruments mutual funds could magnify volatility
Liquidity shares of relatively illiquid asset remain stable relative to in corporate bond markets in case of
classes nominal GDP large outflows
Trans_" « Maturity transformation at banks is « Structural vulnerabilities in « Securitization has contracted in recent
formation low overall but remains high for MMFs persist months and new regulations took
smaller banks « Bond mutual funds’ outflows effect in November

« Large BHCs continue to increase could cause excess volatility in
their holdings of high- quality liquid bond markets
assets (HQLA)

Overall
Assessment
*Updated on 01/26/2016
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For release at 2:00 p.m. EST January 27, 2016

As part of its annual organizational meeting actions, the Federal Open Market Committee
reaffirmed its “Statement on Longer-Run Goals and Monetary Policy Strategy,” with a revision
to clarify that it views its inflation objective as symmetric, and with an updated reference to
participants’ estimates of the longer-run normal unemployment rate in the most recent Summary
of Economic Projections (December 2015).

In October 2014, in preparation for the annual reaffirmation, the Committee discussed the
potential benefits of amending the statement to clarify that its inflation objective is symmetric.
As indicated in the minutes of that meeting, there was general agreement on the symmetry of the
objective. Following further Committee discussion regarding the most appropriate way to
express this clarification, the statement has been amended to indicate that the “Committee would
be concerned if inflation were running persistently above or below” its 2 percent objective. All
but one participant supported the amended statement.

The Committee first adopted the statement at its January 2012 meeting and has
reaffirmed it, with appropriate revisions, at its annual organizational meetings each January.

Voting for the statement were: Janet L. Yellen, Chair; William C. Dudley, Vice
Chairman; Lael Brainard; Stanley Fischer; Esther L. George; Loretta J. Mester; Jerome H.
Powell; Eric Rosengren; and Daniel K. Tarullo. Voting against was James Bullard, who agreed
the Committee’s inflation goal is symmetric, but believed the Committee’s concern should be

primarily focused on expected future deviations of inflation from the goal.

-0-
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Exhibit 1: Monetary Policy Alternatives

Federal Funds Rate Projections

Percent
® Jan. PD survey median
® Dec. PD survey median o 1
Federal funds futures rates
on Jan. 25, 2016 °© o —
_ _ Federal funds futures rates *
on Dec. 15, 2015 ° —

-

2016, 2017 . ) 2018 .
Note: The implied federal funds rate path is estimated using overnight
index swaps (OIS) quotes with a spline approach and a term premium

of zero basis points. .
Source: Bloomberg; Federal Reserve Board of New York primary

dealer (PD) survey sell-side results; and staff calculations.

Probability of Recession in 2016:H1

Current TB  Previous TB

FRB/US .01 .01
EDO .05 .04
BVAR .06 .03
Factor .23 .18
Model

Note: Baselines for FRB/US, BVAR, EDO, and the factor

model are generated by those models themselves, up to the current
estimate.

Source: Staff calculations.

Q4/Q4 2016 Core PCE Inflation Forecasts
Number of Respondents
B —— Jan. Survey

Dec. Survey
B <=+ Sept. Survey]

<=15 1.6-1.7 1.8-1.9
Source: FRBNY Primary Dealer Survey.

2.0-21 >=2.2

3.0

25

2.0

15

1.0

0.5

0.0

14

12

10

Probability of Being in Recession in Six Months
Number of Respondents

B —— Jan. Survey
= = Dec. Survey
———
1 1
5-10% 11-20% 21-30% 31-40% >=41%
Source: FRBNY Primary Dealer Survey.
Probability of Recession Six Months Ahead
- Probability
[—— Predicted by Excess 7]
Bond Premium
—— Predicted by Domestic
— Financial Data 7]
I T T e Y i A O A

1990 1994 1998 2002 2006 2010 2014

1 14

- 12

10

1.0

0.8

0.6

0.4

0.2

0.0

Note: The red line plots results from a probit model that conditions on six

variables derived from domestic corporate equity and bond prices and

Treasury yields. The black shows results from a model that conditions on
the excess bond premium (Gilchrist and Zakrajsek, 2012). Shading denotes

NBER recessions.
Source: NBER, BofA/Merril Lynch, CRSP, and S&P Compustat.

Probability of 4—quarter Change in Total
PCE prices will be less than 1%

Current TB Previous TB

FRB/US .48 .29
EDO .07 .10
BVAR 21 .20

Note: Baselines for FRB/US, BVAR, and are generated by those
models themselves, up to the current estimate.
Source: Staff calculations.
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DECEMBER 2015 FOMC STATEMENT

1.

Information received since the Federal Open Market Committee met in October suggests that
economic activity has been expanding at a moderate pace. Household spending and business
fixed investment have been increasing at solid rates in recent months, and the housing sector
has improved further; however, net exports have been soft. A range of recent labor market
indicators, including ongoing job gains and declining unemployment, shows further
improvement and confirms that underutilization of labor resources has diminished
appreciably since early this year. Inflation has continued to run below the Committee’s

2 percent longer-run objective, partly reflecting declines in energy prices and in prices of
non-energy imports. Market-based measures of inflation compensation remain low; some
survey-based measures of longer-term inflation expectations have edged down.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment
and price stability. The Committee currently expects that, with gradual adjustments in the
stance of monetary policy, economic activity will continue to expand at a moderate pace and
labor market indicators will continue to strengthen. Overall, taking into account domestic
and international developments, the Committee sees the risks to the outlook for both
economic activity and the labor market as balanced. Inflation is expected to rise to 2 percent
over the medium term as the transitory effects of declines in energy and import prices
dissipate and the labor market strengthens further. The Committee continues to monitor
inflation developments closely.

The Committee judges that there has been considerable improvement in labor market
conditions this year, and it is reasonably confident that inflation will rise, over the medium
term, to its 2 percent objective. Given the economic outlook, and recognizing the time it
takes for policy actions to affect future economic outcomes, the Committee decided to raise
the target range for the federal funds rate to % to %2 percent. The stance of monetary policy
remains accommodative after this increase, thereby supporting further improvement in labor
market conditions and a return to 2 percent inflation.

In determining the timing and size of future adjustments to the target range for the federal
funds rate, the Committee will assess realized and expected economic conditions relative to
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 and
international developments. In light of the current shortfall of inflation from 2 percent, the
Committee will carefully monitor actual and expected progress toward its inflation goal. The
Committee expects that economic conditions will evolve in a manner that will warrant only
gradual increases in the federal funds rate; the federal funds rate is likely to remain, for some
time, below levels that are expected to prevail in the longer run. However, the actual path of
the federal funds rate will depend on the economic outlook as informed by incoming data.
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5. 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, and it anticipates doing
so until normalization of the level of the federal funds rate is well under way. This policy, by
keeping the Committee’s holdings of longer-term securities at sizable levels, should help
maintain accommodative financial conditions.

Page 3 of 13



January 26-27, 2016 Authorized for Public Release 324 of 337

ALTERNATIVE A FOR JANUARY 2016

1.

Information received since the Federal Open Market Committee met in Oeteber December
suggests that the pace of expansion in economic activity has-been-expandingat-a-meoderate
paee slowed late last year. Household spending and business fixed investment have been
increasing at selid moderate rates in recent months, and the housing sector has improved
further; however, net exports have been soft and inventory investment slowed. A range of

recent labor market indicators, including ongoing job gains, and-dechning-unemployment;
shows further improvement and-eonfirms-that underutilization-eflaberresoureceshas

diminished-appreeciably sinee-early-this-year. Inflation has continued to run below the
Committee’s 2 percent longer-run objective, partly reflecting declines in energy prices and in
prices of non-energy imports. Market-based measures of inflation compensation remaintow
declined further; seme survey-based measures of longer-term inflation expectations have
edged-down are little changed, on balance, in recent months.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment
and price stability. The Committee currently expects that, with gradual adjustments in the
stance of monetary policy, economic activity will eentinte-te expand at a moderate pace and

labor market indicators will continue to strengthen Q#eP&H—takmg—mteﬁeeeaﬂt—demest}&&Hd

&eti#}ty—aﬂd—thelaber—mafket—&s—ba}aaeed— Inflation is expected to remain low in the near

term, in part because of the further declines in energy prices, but to rise to 2 percent over
the medium term as the transitory effects of declines in energy and import prices dissipate
and the labor market strengthens further. In light of recent global economic and financial
developments, the Committee sees the risks to the outlook for the labor market and
inflation as tilted [ slightly | to the downside. The-Committee-continues-to-monitor

tem—te—l-ts—}pefeeﬂt—ebjeet-we Wlth 1nﬂat10n antlclpated to remain below 2 percent

longer than previously projected, and in light of the risks to Given the economic outlook,

Committee decided to ratse maintain the target range for the federal funds rate te at % to

2 percent. The stance of monetary policy remains accommodative after-this-inerease-thereby
supperting to support further improvement in labor market conditions and a return to

2 percent inflation.

In determining the timing and size of future adjustments to the target range for the federal
funds rate, the Committee will assess realized and expected economic conditions relative to
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 and
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international developments. In light of the current shortfall of inflation from 2 percent, the
Committee will carefully monitor actual and expected progress toward its inflation goal. The
Committee expects that economic conditions will evolve in a manner that will warrant only
gradual increases in the federal funds rate; the federal funds rate is likely to remain, for some
time, below levels that are expected to prevail in the longer run. However, the actual path of
the federal funds rate will depend on the economic outlook as informed by incoming data.

5. 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, and it anticipates doing
so until normalization of the level of the federal funds rate is well under way. This policy, by
keeping the Committee’s holdings of longer-term securities at sizable levels, should help
maintain accommodative financial conditions.
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ALTERNATIVE B FOR JANUARY 2016

1.

Information received since the Federal Open Market Committee met in Oeteber December
suggests that labor market conditions improved further even as economic aetivity-has
been-expanding-at-a-moderate-pace growth slowed late last year. Household spending and
business fixed investment have been increasing at selid moderate rates in recent months, and
the housing sector has improved further; however, net exports have been soft and inventory
investment slowed A range of recent labor market indicators, 1nclud1ng eﬁgemg strong job
gains, an 3 hat points to
some addltlonal decllne in underutlhzatlon of labor resources has—d-l-mms-hed—appfeel-ably
stnee-earky-this-year. Inflation has continued to run below the Committee’s 2 percent longer-
run objective, partly reflecting declines in energy prices and in prices of non-energy imports.
Market-based measures of inflation compensation remaintow declined further; seme
survey-based measures of longer-term inflation expectations have-edged-down are little
changed, on balance, in recent months.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment
and price stability. The Committee currently expects that, with gradual adjustments in the
stance of monetary policy, economic activity will eentinte-te expand at a moderate pace and

labor market indicators will continue to strengthen QvePaH—takmg—m{eaeeeﬁﬂ{—demesﬁe

eeeﬂeim&&etwﬁy—aﬂd—th%mber—m&ﬂeet—as—ba%&need— Inflation is expected to remain low in

the near term, in part because of the further declines in energy prices, but to rise to
2 percent over the medium term as the transitory effects of declines in energy and import
prices dissipate and the labor market strengthens further. Fhe-Cemmittee-continuesto

monttor-inflation-developments-elosely: The Committee is closely monitoring global

economic and financial developments and is assessing their implications for the labor
market and inflation, and for the balance of risks to the outlook.

tem—ee—l-ts—z—pefeeﬁt—ebjeeﬁve leen the economic outlook &nd—reeegm—z—mg—the&m&ﬁ
takesfor policy-actions-to-affeet future-economic-outeomes; the Committee decided to raise

maintain the target range for the federal funds rate te at "4 to % percent. The stance of
monetary policy remains accommodative after-this-inerease, thereby supporting further
improvement in labor market conditions and a return to 2 percent inflation.

In determining the timing and size of future adjustments to the target range for the federal
funds rate, the Committee will assess realized and expected economic conditions relative to
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 and
international developments. In light of the current shortfall of inflation from 2 percent, the
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Committee will carefully monitor actual and expected progress toward its inflation goal. The
Committee expects that economic conditions will evolve in a manner that will warrant only
gradual increases in the federal funds rate; the federal funds rate is likely to remain, for some
time, below levels that are expected to prevail in the longer run. However, the actual path of
the federal funds rate will depend on the economic outlook as informed by incoming data.

5. 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, and it anticipates doing
so until normalization of the level of the federal funds rate is well under way. This policy, by
keeping the Committee’s holdings of longer-term securities at sizable levels, should help
maintain accommodative financial conditions.
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ALTERNATIVE C FOR JANUARY 2016

1.

Information received since the Federal Open Market Committee met in Oeteber December
suggests that labor market conditions improved further. Although economic aetivity-has
been-expandingat-a-meoderate-pace growth slowed late last year, partly reflecting
temporary factors, household spending and business fixed investment have been increasing
at selid moderate rates in recent months, and the housing sector has improved further;
however, net exports have been soft A range of recent labor market 1ndlcat0rs 1nclud1ng

engeing strong job gains, a
confirms-thatunderutilization points to some addltlonal increase in utlllzatlon of labor

resources has-diminished-appreeiably-sinee-early-this-year. Inflation has continued to run
below the Committee’s 2 percent longer-run objective, partly reflecting declines in energy
prices and in prices of non-energy imports. Market-based measures of inflation
compensation remaintow declined further; seme survey-based measures of longer-term
inflation expectations have-edged-down are little changed, on balance, in recent months.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment
and price stability. The Committee currently expects that, with gradual adjustments in the
stance of monetary policy, economic activity will continue to expand at a moderate pace and
labor market indicators will continue to strengthen. Overall;taking-into-aceount The
Committee is monitoring global economic and financial demestie-and-international
developments; overall, the Committee sees the risks to the outlook for both economic
activity and the labor market as balanced. Inflation is expected to remain low in the near
term, in part because of the further declines in energy prices; however, the Committee
remains reasonably confident that inflation will rise to 2 percent over the medium term as

the transitory effects of declines in energy and import prices dissipate and the labor market
strengthens further. The Committee continues to monitor inflation developments closely.

tem—ee—&s—z—pefeeﬁt—ebjeeﬁvﬁ leen the economic outlook and the ongoing 1mpr0vement

in the labor market, and recognizing the time it takes for policy actions to affect future
economic outcomes, the Committee decided to raise the target range for the federal funds
rate to Yte !5 to % percent. Even after this increase in the target range, the stance of
monetary policy remains accommodative after-this-inerease, thereby supporting further
improvement in labor market conditions and a return to 2 percent inflation.

In determining the timing and size of future adjustments to the target range for the federal
funds rate, the Committee will assess realized and expected economic conditions relative to
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 and
international developments. In light of the current shortfall of inflation from 2 percent, the
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Committee will carefully monitor actual and expected progress toward its inflation goal. The
Committee expects that economic conditions will evolve in a manner that will warrant only
gradual increases in the federal funds rate; the federal funds rate is likely to remain, for some
time, below levels that are expected to prevail in the longer run. However, the actual path of
the federal funds rate will depend on the economic outlook as informed by incoming data.

5. 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, and it anticipates doing
so until normalization of the level of the federal funds rate is well under way. This policy, by
keeping the Committee’s holdings of longer-term securities at sizable levels, should help
maintain accommodative financial conditions.
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Implementation Note for January 2016 Alternatives A and B
Release Date: Becember16,2015 January 27, 2016

Decisions Regarding Monetary Policy Implementation

The Federal Reserve has made the following decisions to implement the monetary policy
stance announced by the Federal Open Market Committee in its statement on Deeember
16,2015 January 27, 2016:

e The Board of Governors of the Federal Reserve System veted-unantmeushyto

effective December17. 2015 left unchanged the interest rate paid on required
and excess reserve balances at 0.50 percent.

e As part of its policy decision, the Federal Open Market Committee voted to
authorize and direct the Open Market Desk at the Federal Reserve Bank of New
York, until instructed otherwise, to execute transactions in the System Open
Market Account in accordance with the following domestic policy directive:*

"Effective Peeember172045 January 28, 2016, the Federal Open Market
Committee directs the Desk to undertake open market operations as necessary to
maintain the federal funds rate in a target range of % to 2 percent, including—1H
overnight reverse repurchase operations (and reverse repurchase operations with
maturities of more than one day when necessary to accommodate weekend,
holiday, or similar trading conventions) at an offering rate of 0.25 percent, in
amounts limited only by the value of Treasury securities held outright in the
System Open Market Account that are available for such operations and by a per-
counterparty limit of $30 billion per day:-and-(2)-termreverserepurchase
e DD et

The Committee directs the Desk to continue rolling over maturing Treasury
securities at auction and to continue reinvesting principal payments on all agency
debt and agency mortgage-backed securities in agency mortgage-backed
securities. 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."

More information regarding open market operations may be found on the Federal
Reserve Bank of New York’s website.
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Governors of the Federal Reserve System took no action to change the
discount rate (the primary credit rate), which remains at 1.00 percent.

The Board

This information will be updated as appropriate to reflect decisions of the Federal Open
Market Committee or the Board of Governors regarding details of the Federal Reserve’s
operational tools and approach used to implement monetary policy.
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Implementation Note for January 2016 Alternative C
Release Date: Becember16:2015 January 27, 2016

Decisions Regarding Monetary Policy Implementation

The Federal Reserve has made the following decisions to implement the monetary policy
stance announced by the Federal Open Market Committee in its statement on December
16,2015 January 27, 2016:

e The Board of Governors of the Federal Reserve System voted [ unanimously ] to
raise the interest rate paid on required and excess reserve balances to 859 0.75
percent, effective Pecember174206145 January 28, 2016.

e As part of its policy decision, the Federal Open Market Committee voted to
authorize and direct the Open Market Desk at the Federal Reserve Bank of New
York, until instructed otherwise, to execute transactions in the System Open
Market Account in accordance with the following domestic policy directive:*

"Effective Peecember172045 January 28, 2016, the Federal Open Market
Committee directs the Desk to undertake open market operations as necessary to
maintain the federal funds rate in a target range of %te 2 to % percent, including:
B overnight reverse repurchase operations (and reverse repurchase operations
with maturities of more than one day when necessary to accommodate weekend,
holiday, or similar trading conventions) at an offering rate of 825 0.50 percent, in
amounts limited only by the value of Treasury securities held outright in the
System Open Market Account that are available for such operations and by a per-
counterparty limit of $30 billion per day:and-(2)-termreverserepurchase

The Committee directs the Desk to continue rolling over maturing Treasury
securities at auction and to continue reinvesting principal payments on all agency
debt and agency mortgage-backed securities in agency mortgage-backed
securities. 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."

More information regarding open market operations may be found on the Federal
Reserve Bank of New York’s website.

e In arelated action, the Board of Governors of the Federal Reserve System voted
[ unanimously ] to approve a % percentage point increase in the discount rate (the
primary credit rate) to +00 1.25 percent, effective Peeember+72045 January
28, 2016. In taking this action, the Board approved requests submitted by the
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Boards of Directors of the Federal Reserve Banks of Besten; Philadelphia;

3
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3

This information will be updated as appropriate to reflect decisions of the Federal Open
Market Committee or the Board of Governors regarding details of the Federal Reserve’s
operational tools and approach used to implement monetary policy.
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Proposal for Fan Charts in the Summary of Economic Projections

e Proposed approach based on median SEP forecasts and historical RMSEs
e Other approaches considered

Proposed approach

e Fan charts reporting median SEP forecasts and symmetric confidence intervals based
on historical RMSEs (Exhibit 1)
o Intervals for 70 percent confidence, not 90 percent
o0 Constructed from information already available
0 Relatively easy to explain
e Implementation issues
o Conceptual differences
= Appropriate policy in SEP vs. modal policy in RMSEs
= But RMSEs should provide reasonable, approximate measures of
uncertainty around the median projections
o Fan chart for the funds rate
= Appropriate policy vs. modal projections
=  Omitting the funds rate would emphasize this distinction
= However, including the funds rate would help to emphasize
uncertainty and data dependence

Other approaches considered

e Historical distributions of forecast errors instead of RMSES
0 Would not require assumptions of symmetry or normality and could capture
asymmetries
o0 Could be more difficult to explain, and limited data may preclude reliably
representing relevant asymmetries
e Simulations of an econometric model
o Structural approach that could allow for asymmetries
o0 Could be more difficult to explain, and would require agreement on a model
and policy rule
e Subjective assessments of uncertainty and risks
o0 Could capture the judgments that contributed to the policy decision and allow
the fan charts to reflect assessments of appropriate policy
0 The reporting requirements could be onerous, with concerns about translation
from the subjective to the quantitative, and the charts could be difficult to
explain
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Exhibit 1: Fan charts based on historical forecast errors over 1995 - 2014

Figure 1. Medians and confidence intervals of economic projections, 2015-18
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NoOTE: Definitions of variables are in the general note to table 1. The data for the actual values of the variables are

annual. Confidence intervals are based on root mean squared errors of various private and government forecasts made

over

the previous 20 years; more information about these data is available in table 2.
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