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(5) Estimated Losses for the Super Senior Tranches of 2006/07 Mezzanine ABS CDOs

Source: UBS
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(7) Outstanding ABCP Volume Contraction Accelerates Again       
January 1, 2007 – December 5, 2007
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Class I FOMC – Restricted Controlled (FR)          Table 1: Alternative Language for the December 2007 FOMC Announcement   Bluebook version: December 6, 2007

 October FOMC Alternative A Alternative B Alternative C 

Policy 
Decision 

1. The Federal Open Market 
Committee decided today to lower 
its target for the federal funds rate 
25 basis points to 4-1/2 percent. 

The Federal Open Market Committee 
decided today to lower its target for the 
federal funds rate 50 basis points to 
4 percent. 

The Federal Open Market Committee 
decided today to lower its target for the 
federal funds rate 25 basis points to 
4-1/4 percent. 

The Federal Open Market Committee 
decided today to keep its target for the 
federal funds rate at 4-1/2 percent. 
 

2. Economic growth was solid in the 
third quarter, and strains in financial 
markets have eased somewhat on 
balance.  However, the pace of 
economic expansion will likely slow 
in the near term, partly reflecting the 
intensification of the housing 
correction.  Today’s action, 
combined with the policy action 
taken in September, should help 
forestall some of the adverse effects 
on the broader economy that might 
otherwise arise from the disruptions 
in financial markets and promote 
moderate growth over time. 

Incoming information suggests that the 
housing correction has intensified and 
that growth in business and consumer 
spending is softening.  Moreover, strains 
in financial markets have increased in 
recent weeks.  Overall, the outlook for 
the economy has weakened somewhat, 
and downside risks to growth have 
increased.  Today’s action, combined 
with the policy actions taken earlier, 
should help promote moderate growth 
over time.   

Incoming information suggests that 
economic growth is slowing, reflecting 
the intensification of the housing 
correction and some softening in 
business and consumer spending.  
Moreover, strains in financial markets 
have increased in recent weeks.  Today’s 
action, combined with the policy actions 
taken earlier, should help promote 
moderate growth over time.   

As the Committee had anticipated, 
economic growth appears to be slowing, 
partly reflecting the intensification of the 
housing correction.  Although strains in 
financial markets have increased in 
recent weeks and now pose greater 
downside risks to growth, the monetary 
policy actions taken earlier are expected 
to help promote moderate growth over 
time. 

Rationale 

3. Readings on core inflation have 
improved modestly this year, but 
recent increases in energy and 
commodity prices, among other 
factors, may put renewed upward 
pressure on inflation.  In this 
context, the Committee judges that 
some inflation risks remain, and it 
will continue to monitor inflation 
developments carefully. 

Readings on core inflation have 
improved modestly this year, but 
elevated energy and commodity prices, 
among other factors, may put upward 
pressure on inflation.  In this context, 
the Committee judges that some 
inflation risks remain, and it will 
continue to monitor inflation 
developments carefully. 

Readings on core inflation have 
improved modestly this year, but 
elevated energy and commodity prices, 
among other factors, may put upward 
pressure on inflation.  In this context, 
the Committee judges that some 
inflation risks remain, and it will 
continue to monitor inflation 
developments carefully. 

Readings on core inflation have 
improved modestly this year, but 
elevated energy and commodity prices, 
among other factors, may put upward 
pressure on inflation.  In this context, 
the Committee judges that some 
inflation risks remain, and it will 
continue to monitor inflation 
developments carefully. 

Assessment 
of Risk 

4. The Committee judges that, after 
this action, the upside risks to 
inflation roughly balance the 
downside risks to growth.  The 
Committee will continue to assess 
the effects of financial and other 
developments on economic 
prospects and will act as needed to 
foster price stability and sustainable 
economic growth. 

The Committee judges that, after this 
action, the upside risks to inflation 
roughly balance the downside risks to 
growth.  The Committee will continue to 
assess the effects of financial and other 
developments on economic prospects 
and will act as needed to foster price 
stability and sustainable economic 
growth. 

Recent developments, including the 
deterioration in financial market 
conditions, have increased the 
uncertainty surrounding the outlook for 
economic growth and inflation.  The 
Committee will continue to assess the 
effects of financial and other 
developments on economic prospects 
and will act as needed to foster price 
stability and sustainable economic 
growth. 

The Committee views the downside 
risks to growth as the predominant 
policy concern.  Future policy 
adjustments will depend on the outlook 
for both inflation and economic growth, 
as implied by incoming information. 
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