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(1) Assets in Prime Money Market Funds Decline Sharply          
January 1, 2008 – October 23, 2008

Source: iMoneyNet

Class II FOMC – Restricted FR
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Oct.7: Commercial Paper Funding Facility announced (effective Oct.27)

Sept.19: Asset Backed Commercial Paper Money 
Market Mutual Fund Liquidity Facility announced

Sept.14: Lehman Brothers Holding f iles for bankruptcy
Sept.16: Reserve Fund breaks the buck

Oct.21: Money Market Investor Funding Facility announced

(2) Treasury Bill Yields Decline After Lehman Brothers Holding Company Declares Bankruptcy
January 1, 2008 – October 24, 2008 
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Sept.14: Lehman Brothers Holding f iles for bankruptcy

Oct.13: Euro Area Announcement
Oct.14: Treasury, Federal Reserve, and FDIC

Source: Bloomberg

(3) Fails in the Treasury Market Rise as Treasury GC Repo Rates Decline
January 1, 2008 – October 24, 2008

Source: Fixed Income Clearing Corporation, Federal Reserve Bank of New York
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Oct.8-9: The Treasury re-opens four off-the-run 10-year notes

Oct.15: Re-opened 10-year notes settle

Sept.14: Lehman Brothers Holding f iles for bankruptcy
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(4) Three-Month AA-Rated Commercial Paper Rates Begin to Decline from Elevated Levels            
January 1, 2008 – October 24, 2008

Source: Federal Reserve Board

Source: Federal Reserve Board

(5) Estimated Average Maturity of Outstanding AA-Rated Commercial Paper Declines*            
January 1, 2008 – October 24, 2008 

Class II FOMC – Restricted FR
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Oct.7: Commercial Paper Funding Facility announced (effective Oct.27)

Sept.19: Asset Backed Commercial Paper Money Market Mutual Fund Liquidity Facility announced

Sept.14: Lehman Brothers Holding f iles for bankruptcy

Oct.21: Money Market Investor Funding Facility announced
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Oct.7: Commercial Paper Funding Facility announced (effective Oct.27)

Sept.19: Asset Backed Commercial Paper Money Market Mutual Fund Liquidity Facility announced

Sept.14: Lehman Brothers Holding f iles for bankruptcy

Oct.21: Money Market Investor Funding Facility announced

*Two-week moving average of daily weighted average maturity
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(6) One-Month Libor–OIS Spreads at Exceptionally Wide Levels                        
July 1, 2007 – October 24, 2008

Source: Bloomberg

Source: Bloomberg

(7) Three-Month Libor–OIS Spreads at Exceptionally Wide Levels                        
July 1, 2007 – October 24, 2008 

Class II FOMC – Restricted FR
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Sept.14: Lehman Brothers Holding f iles for bankruptcy

Oct.13: Euro Area Announcement
Oct.14: Treasury, Federal Reserve, and FDIC
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Sept.14: Lehman Brothers Holding f iles for bankruptcy

Oct.13: Euro Area Announcement
Oct.14: Treasury, Federal Reserve, and FDIC
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(8) Term Auction Facility Auction Results                       
December 20, 2007 – October 23, 2008

Source: Federal Reserve Board

Class II FOMC – Restricted FR

Auction
Settlement Term Amount

Minimum 
Bid Rate

Stop-out 
Rate Propositions Bid/Cover Bidders

12/20/2007 28 Days $20 b 4.17% 4.65% $61.6 b 3.08 93

12/27/2007 35 Days $20 b 4.15% 4.67% $57.7 b 2.88 73

1/17/2008 28 Days $30 b 3.88% 3.95% $55.5 b 1.85 56

1/31/2008 28 Days $30 b 3.10% 3.12% $37.5 b 1.25 52

2/14/2008 28 Days $30 b 2.86% 3.01% $58.4 b 1.95 66

2/28/2008 28 Days $30 b 2.81% 3.08% $68.0 b 2.27 72

3/13/2008 28 Days $50 b 2.39% 2.80% $92.6 b 1.85 82

3/27/2008 28 Days $50 b 2.19% 2.62% $88.9 b 1.78 88

4/10/2008 28 Days $50 b 2.11% 2.82% $91.6 b 1.83 79

4/24/2008 28 Days $50 b 2.05% 2.87% $88.9 b 1.77 89

5/8/2008 28 Days $75 b 2.00% 2.22% $96.8 b 1.29 71

5/22/2008 28 Days $ 75 b 1.99% 2.10% $84.4 b 1.13 75

6/5/2008 28 Days $ 75 b 2.00% 2.26% $95.9 b 1.28 73

6/19/2008 28 Days $ 75 b 2.05% 2.36% $89.4 b 1.19 76

7/3/2008 28 Days $ 75 b 2.01% 2.34% $90.9 b 1.21 77

7/17/2008 28 Days $ 75 b 2.01% 2.30% $93.3 b 1.24 82

7/31/2008 28 Days $ 75 b 2.01% 2.35% $90.6 b 1.21 70

8/14/2008 84 Days $ 25 b 2.04% 2.75% $54.8 b 2.19 64

8/14/2008 28 Days $ 50 b 2.01% 2.45% $75.5 b 1.51 65

8/28/2008 28 Days $ 75 b 2.01% 2.38% $84.2 b 1.12 66

9/11/2008 84 Days $ 25 b 2.02% 2.67% $31.6 b 1.27 38

9/11/2008 28 Days $ 25 b 2.01% 2.53% $46.2 b 1.85 53

9/25/2008 28 Days $ 75 b 1.94% 3.75% $133.6 b 1.78 85

10/9/2008 85 Days $ 150 b 1.39% 1.39% $138.1 b 0.92 71

10/23/2008 28 Days $ 150 b 1.11% 1.11% $113.3 b 0.76 74
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 BOJ
$50 Bln

BOE
$80 Bln

Denmark 
National 
Banken
$10 Bln
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$10 Bln

 RBA
$20 Bln

 ECB
$280 Bln

 Norges Bank 
$3 Bln

SNB $24 Bln

(9) Outstanding FX Swap Lines                                   
As of October 22, 2008

Source: Federal Reserve Bank of New York

Class II FOMC – Restricted FR

(10) Total Outstanding FX Swap Draw-Downs                                                   
December 1, 2007 – October 22, 2008

Source: Federal Reserve Bank of New York
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Class II FOMC – Restricted FR
(11) Investment Bank CDS Spreads

August 1, 2007 – October 24, 2008

Source: Markit
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Sept.22: Goldman and Morgan Stanley become bank holding companies

Oct.13: Euro Area Announcement
Oct.14: Treasury, Federal Reserve, and FDIC

Sept.14: Lehman Brothers Holding f iles for bankruptcy & Bank of America announced purchse of Merrill

(12) Commercial Bank CDS Spreads
August 1, 2007 – October 24, 2008

Source: Markit
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Oct.13: Euro Area Announcement
Oct.14: Treasury, Federal Reserve, and FDIC announcement

Sept.14: Lehman Brothers Holding f iles for bankruptcy & Bank of America announced purchse of Merrill

(13) Non-Bank Financial CDS Spreads at Elevated Levels
January 1, 2008 – October 24, 2008

Source: Markit
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Sept.14: Lehman Brothers Holding files for bankruptcy

Oct.13: Euro Area Announcement
Oct.14: Treasury, Federal Reserve, and FDIC
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(15) Freddie Mac Discount Note Rates Increase Relative to OIS
January 1, 2008 – October 20, 2008

Source: Freddie Mac

Source: Fannie Mae

(14) Fannie Mae Discount Note Rates Increase Relative to OIS
January 1, 2008 – October 22, 2008
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Sept.14: Lehman Brothers Holding f iles for bankruptcy

Oct.13: Euro Area Announcement
Oct.14: Treasury, Federal Reserve, and FDIC

Sept.7: Fannie Mae and Freddie Mac enter conservatorship
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Sept.14: Lehman Brothers Holding f iles for bankruptcy

Oct.13: Euro Area Announcement
Oct.14: Treasury, Federal Reserve, and FDIC

Sept.7: Fannie Mae and Freddie Mac enter conservatorship

(16) Agency Debt Spreads Widen After the FDIC Announces Guarantee of Bank Debt
January 1, 2008 – October 24, 2008

Source: Bloomberg

20

40

60

80

100

120

140

160

01/01/08 02/01/08 03/01/08 04/01/08 05/01/08 06/01/08 07/01/08 08/01/08 09/01/08 10/01/08

BPS

20

40

60

80

100

120

140

160
BPS

Fannie Mae 5-Year
Freddie Mac 5-Year
Fannie Mae 10-Year
Freddie Mac 10-Year

Sept.14: Lehman Brothers Holding f iles for bankruptcy

Oct.13: Euro Area Announcement
Oct.14: Treasury, Federal Reserve, and FDIC

Sept.7: Fannie Mae and Freddie Mac enter conservatorship
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(17) Federal Reserve Balance Sheet                              
August 2007 – December 2008

Source: Federal Reserve Bank of New York

(18) Fed Funds Rate Trades Below the Target
January 1, 2008 – October 24, 2008
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Oct.9: Federal Reserve begins to pay interest on reserve balances

Oct.23: Federal Reserve decreases the spread betw een 
interest paid on excess reserves and the Fed Funds target 

Source: Federal Reserve Bank of New York

(19) Intraday Fed Funds Trading

Source: Federal Reserve Bank of New York
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Class II FOMC – Restricted FR
(20) Hedge Fund Performance Declines Sharply* 

January 1, 2008 – October 1, 2008

Source: Credit Suisse/Tremont *3-month moving average rate of return for Credit Suisse/Tremont Hedge Fund Index

(21) Haircuts Paid by Hedge Funds Increase for All Collateral Types
July 30, 2008 – October 21, 2008

Source: Survey of 11 Hedge Funds

COLLATERAL Date Average High  Low Average High  Low Average High  Low
21-Oct 1.5% 3.0% 0.0% 1.5% 3.0% 0.0% 1.5% 3.0% 0.0%
26-Sep 0.9% 2.0% 0.0% 0.9% 2.0% 0.0% 1.1% 2.0% 0.0%
17-Sep 0.6% 2.0% 0.0% 0.6% 2.0% 0.0% 0.7% 2.0% 0.0%
30-Jul 0.6% 2.0% 0.0% 0.6% 2.0% 0.0% 0.7% 2.0% 0.0%
21-Oct 3.1% 5.0% 1.5% 3.3% 5.0% 1.5% 3.0% 5.0% 1.5%
26-Sep 2.3% 5.0% 0.0% 2.3% 5.0% 0.0% 2.0% 5.0% 0.0%
17-Sep 1.6% 3.5% 0.0% 1.7% 3.5% 0.0% 2.6% 5.0% 0.0%
30-Jul 1.4% 3.0% 0.0% 2.3% 7.5% 0.0% 2.1% 5.0% 0.0%
21-Oct 6% 10% 5% 7% 10% 5% 6% 10% 5%
26-Sep 5% 6% 4% 5% 6% 4% 5% 6% 4%
17-Sep 5% 6% 4% 5% 6% 5% 6% 6% 6%
30-Jul 4% 6% 4% 5% 8% 4% 5% 7% 4%

Non-agency MBS
21-Oct 29% 33% 25%
26-Sep 35% 45% 28%
17-Sep 23% 23% 23%
30-Jul 26% 45% 20%
21-Oct
26-Sep
17-Sep 30% 30% 30%
30-Jul 29% 30% 28%

Corporate Debt
21-Oct 21% 25% 15% 19% 23% 15%
26-Sep 20% 28% 13% 20% 28% 13%
17-Sep 8% 9% 8% 8% 9% 8% 8% 9% 8%
12-May 13% 25% 6% 14% 25% 8% 14% 25% 9%
21-Oct 40% 60% 25% 38% 60% 25%
26-Sep 41% 60% 18% 41% 60% 18%
17-Sep 20% 23% 18% 20% 23% 18% 20% 23% 18%
12-May 28% 70% 13% 30% 70% 13% 32% 70% 14%

  High Yield

Treasury

Agency Debt

Agency MBS

Maturity
Overnight 1-Month 3-Month

  Prime

  Alt-A

  High Grade
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Source: Bloomberg

(22) Fed Funds Futures Curve Shifts Lower

Source: Bloomberg

(23) Eurodollar Futures Curves Shifts Lower
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Source: Dealer Policy Survey 

(24) Distribution of Expected Policy Target Rate Among Primary Dealers Prior 
to October 29 FOMC Meeting
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(25) Distribution of Expected Policy Target Rate Among Primary Dealers Prior 
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(27) TIPS Implied Average Rate of Inflation: 5-10 Year Horizon
January 1, 2008 – October 24, 2008

Source: Federal Reserve Board, Barclays Capital

(26) Spread Between Nominal and Inflation Protected Treasury Yields Narrows Sharply
January 1, 2008 – October 24, 2008
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(28) Expectations for Average Annual CPI Inflation Rate from 2013-2018*
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*Average expectation among respondents of FRBNY’s survey of primary dealers
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Exhibit 2

Financial Intermediation

Class II FOMC - Restricted (FR) 10/28/2008
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October 2008 Senior Loan Officer Opinion Survey
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• Nearly all banks tightened in response to
a less favorable economic outlook and a
reduced tolerance for risk.

• About 40 percent of domestic banks
tightened because of concerns about
capital or liquidity.

Reasons for tightening credit conditions
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Changes in standards for consumer loans

Oct.

• 25 percent reported reducing limits for
prime customers.

• 60 percent reported cutting limits for
nonprime borrowers.

• Most important reasons were the less
favorable economic outlook, reduced
tolerance for risk, and the credit quality of
individual customers.

Reductions in existing credit card limits
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Business Finance
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Date Investment
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Yield

Financial

1. 2007 17.5 7.5   151.7

2. 2008H1 24.9 3.1    66.0

3. 2008Q3 10.5 0.7    16.9
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Sept.
FOMC • S&P 500 earnings are expected to come

in about 10 percent below year-ago
levels.

• BHCs reported substantial writedowns
and loss provisions necessitated by a
widespread deterioration in credit quality.

• Earnings of nonfinancial companies are
projected to rise about 12 percent.
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Household Finance
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• Despite modest improvement recently,
pressures on financial firms and markets
have increased.

• Those pressures led to concerns about
the economic outlook and reduced
tolerance for risk.

• The fall in asset prices and tightening of
credit conditions have had substantial
adverse effects.

Summary
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Global Financial Developments
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Financial Turmoil and Policy Measures for Countering It

-250

-200

-150

-100

-50

0

50

100

Apr May Jun Jul Aug Sep Oct

Equity Funds,
cumulative from April 1

FOMC

      Flows into Global Emerging Market Funds
Billions of US dollars       

150

300

450

600

0

100

200

300

2006 2007 2008

Russia

Korea

Brazil

Mexico

      Foreign Reserves
Billions of US dollars       
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The Foreign Outlook
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Real GDP Outlook* Percent change, a.r.**

2007 2008 2009p 2010p
H1 Q3 Q4

1.  Total 4.2 1.7 0.5 0.5 1.3 2.9
2.     September Greenbook 4.2 1.7 1.8 2.0 3.0 3.5

3.       Advanced Foreign Economies 2.5 0.3 -0.4 -0.7 0.3 1.8
4.          United Kingdom 2.9 0.6 -2.1 -1.5 0.3 2.3
5.          Euro Area 2.1 1.0 -0.3 -0.9 -0.0 1.6
6.          Japan 1.4 -0.1 -0.2 -0.9 0.4 1.3
7.          Canada 2.8 -0.2 -0.3 -0.5 0.3 1.8

8.       Emerging Market Economies 6.4 3.5 1.6 2.1 2.7 4.3
9.          Emerging Asia 7.8 5.6 2.3 3.7 4.4 5.9
10.           China 11.3 10.8 4.3 8.9 8.3 9.0
11.        Latin America 4.9 1.1 0.5 0.1 0.7 2.6
12.           Mexico 4.2 0.1 -0.5 -0.6 -0.1 2.2

*GDP aggregates weighted by shares of U.S. merchandise exports.
**Annualized percent change from final quarter of preceding period to final quarter of period indicated.
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The Rest of the World
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U.S. External Outlook
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  U.S. Trade and Current Account Balances
Percent of GDP 

2007 2008 2009p 2010p

 H1 Q3e Q4p   

       

                  1.  Net Exports 0.8 1.8 1.2 0.4 0.2 -0.2

                  2.        September Greenbook 0.8 1.9 0.7 1.0 0.3 -0.1

                  Growth Rates (Percent, a.r.)       

                  3.  Exports 8.9 8.6 8.0 2.6 2.8 3.9

                  4.        September Greenbook 8.9 9.1 4.0 7.2 5.6 5.1

                  5.  Imports 1.1 -4.1 -1.0 -0.3 0.9 4.3

                  6.        September Greenbook 1.1 -4.2 -0.8 -0.3 2.8 4.9

Trade in Real Goods and Services*

*Years are Q4/Q4. Half year is Q2/Q4.

Contribution to Real GDP Growth (Percentage points, a.r.)

October 28–29, 2008 193 of 206Authorized for Public Release



Appendix 5:  Materials used by Mr. Madigan 

October 28–29, 2008 194 of 206Authorized for Public Release



 
Class I FOMC – Restricted Controlled (FR) 

 
 
 
 
 
 
 
 
 

Material for Briefing on   
FOMC Participants’ Economic Projections  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Brian Madigan  
October 29, 2008 

October 28–29, 2008 195 of 206Authorized for Public Release



Exhibit 1:  Economic Projections of Federal Reserve Governors  
and Reserve Bank Presidents for 2008 

 
Real GDP Growth 

 2008 2008:H2 

Central Tendency 0.0 to 0.3 -1.8 to -1.2 
      June projections 1.0 to 1.6  0.6 to 2.1 

Range -0.3 to 0.5 -2.4 to -0.8 
       June projections 0.9 to 1.8  0.4 to 2.2 

Memo:  Greenbook 0.3 -1.2 
       June Greenbook 1.0  0.7 

 
Unemployment Rate 

 2008 

Central Tendency 6.3 to 6.5 
      June projections 5.5 to 5.7 

Range 6.3 to 6.6 
       June projections 5.5 to 5.8 

Memo:  Greenbook 6.3 
       June Greenbook 5.6 

 
PCE Inflation 

 2008 2008:H2 

Central Tendency 2.8 to 3.1 1.6 to 2.3 
      June projections 3.8 to 4.2 3.6 to 4.6 

Range 2.7 to 3.6 1.4 to 3.3 
       June projections 3.4 to 4.6 3.2 to 4.8 

Memo:  Greenbook 2.8 1.6 
       June Greenbook 4.2 4.5 

 
Core PCE Inflation 

 2008 2008:H2 

Central Tendency 2.3 to 2.5 2.4 to 2.8 
      June projections 2.2 to 2.4 2.3 to 2.5 

Range 2.1 to 2.5 2.0 to 2.8 
       June projections 2.0 to 2.5 2.0 to 2.6 

Memo:  Greenbook 2.4 2.6 
       June Greenbook 2.3 2.5 
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Exhibit 2:  Economic Projections of Federal Reserve Governors  
and Reserve Bank Presidents for 2009-2011 

 
Real GDP Growth 

 2009 2010 2011 

Central Tendency -0.2 to 1.1 2.3 to 3.2 2.8 to 3.6 
      June projections  2.0 to 2.8 2.5 to 3.0 ---- 

Range -1.0 to 1.8 1.0 to 4.5 2.0 to 5.0 
       June projections  1.9 to 3.0 2.0 to 3.5 ---- 

Memo:  Greenbook -0.1 2.3 4.5 
       June Greenbook  2.4 3.1 ---- 

 
Unemployment Rate 

 2009 2010 2011 

Central Tendency 7.1 to 7.6 6.5 to 7.3 5.5 to 6.6 
      June projections 5.3 to 5.8 5.0 to 5.6 ---- 

Range 6.6 to 8.0 5.5 to 8.2 4.9 to 7.4 
       June projections 5.2 to 6.1 5.0 to 5.8 ---- 

Memo:  Greenbook 7.2 7.2 6.4 
       June Greenbook 5.6 5.4 ---- 

 
PCE Inflation 

 2009 2010 2011 

Central Tendency 1.3 to 2.0 1.4 to 1.8 1.4 to 1.7 
      June projections 2.0 to 2.3 1.8 to 2.0 ---- 

Range 1.0 to 2.2 1.1 to 1.9 0.8 to 1.8 
       June projections 1.7 to 3.0 1.6 to 2.1 ---- 

Memo:  Greenbook 1.4 1.4 1.1 
       June Greenbook 2.1 1.9 ---- 

 
Core PCE Inflation 

 2009 2010 2011 

Central Tendency 1.5 to 2.0 1.3 to 1.8 1.3 to 1.7 
      June projections 2.0 to 2.2 1.8 to 2.0 ---- 

Range 1.3 to 2.1 1.1 to 1.9 0.8 to 1.8 
       June projections 1.8 to 2.3 1.5 to 2.0 ---- 

Memo:  Greenbook 1.5 1.3 1.1 
       June Greenbook 2.2 2.0 ---- 
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Exhibit 3:  Risks and Uncertainty in Economic Projections 
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Exhibit 4:  Trial Run of Longer-Term Economic Projections 
 
 

 Central 
Tendency Range 

Real GDP Growth 2.5 to 2.7 2.0  to 2.9 
       

   
Unemployment 
Rate 

4.8 to 5.0 4.5 to 5.8 

          
PCE Inflation 1.7 to 1.8 1.5 to 2.0 

Memo:  Oct. 2007 projections for 2010 

Real GDP Growth 2.5 to 2.6 2.2  to 2.7 
       

   
Unemployment Rate 4.7 to 4.9 4.6 to 5.0 
          
PCE Inflation 1.6 to 1.9 1.5 to 2.0 
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Orders and Shipments of Durable Goods
(Percent change from comparable previous period,

seasonally adjusted)

2008 2008
  

Category   Q1   Q2   Q3 July Aug.r Sept.a

Annual rate Monthly rate

Nondefense capital goods
Orders -5.6 -6.8 -11.6 3.5 -7.7 .8
  Aircraft -46.7 -72.0 -66.0 39.2 -52.2 38.3
  Excluding aircraft 4.7 10.2 -2.4 .3 -2.2 -1.4
    Computers and peripherals -1.7 -5.3 -36.9 -13.1 .7 -2.8
    Communications equipment .6 .2 21.6 12.4 1.7 -16.5
    All other 5.7 12.9  -.5 .6 -2.8 .3

Shipments  -.1 3.4  -.3 1.2 -3.3 1.5
  Aircraft 4.4 -24.2 -5.2 14.7 -17.4 -5.1
  Excluding aircraft  -.4 5.9 .1 .3 -2.1 2.0
    Computers and peripherals -5.8 -19.0 -26.7 -4.8 -3.7 .8
    Communications equipment 2.6 5.8 -9.2 -3.0 -7.6 2.0
    All other  -.1 8.8 4.0 1.1 -1.4 2.1

Supplementary orders series
Durable goods -5.8 -1.0 -7.0 .7 -5.5 .8
   Real adjusted durable goods -1.5 .3 -13.2  -.3 -4.6 -2.4

Capital goods -4.0 -1.4 -8.7 .4 -6.0 3.2
  Nondefense -5.6 -6.8 -11.6 3.5 -7.7 .8
  Defense 10.2 53.9 14.7 -19.6 8.4 19.6

  r   Revised.
  a   Advance.
  Source: Census Bureau.
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                                                                                           Table 1: Alternative Language for the October 29 FOMC Announcement                                            October 27, 2008 

 October 8 Statement Alternative A Alternative B Alternative C 

Policy 
Decision 

1. The Federal Open Market 
Committee has decided to lower its 
target for the federal funds rate 50 
basis points to 1½ percent. 

The Federal Open Market Committee 
decided today to lower its target for 
the federal funds rate 50 basis points 
to 1 percent. 

The Federal Open Market Committee 
decided today to lower its target for 
the federal funds rate 25 basis points 
to 1¼ percent.  

The Federal Open Market Committee 
decided today to keep its target for the 
federal funds rate at 1½ percent. 

2.   The Committee took this action in 
light of evidence pointing to a 
weakening of economic activity and 
a reduction in inflationary pressures. 
Incoming economic data suggest 
that the pace of economic activity 
has slowed markedly in recent 
months.  Moreover, the 
intensification of financial market 
turmoil is likely to exert additional 
restraint on spending, partly by 
further reducing the ability of 
households and businesses to obtain 
credit. 

The pace of economic activity appears 
to have slowed markedly, owing 
importantly to a decline in consumer 
expenditures.  Business equipment 
spending and industrial production 
have weakened in recent months, and 
slowing economic activity in many 
foreign economies is damping the 
prospects for U.S. exports.  Moreover, 
the intensification of financial market 
turmoil is likely to exert additional 
restraint on spending, partly by further 
reducing the ability of households and 
businesses to obtain credit.  

The pace of economic activity appears 
to have slowed markedly, owing 
importantly to a decline in consumer 
expenditures.  Moreover, the 
intensification of financial market 
turmoil is likely to exert additional 
restraint on spending, partly by further 
reducing the ability of households and 
businesses to obtain credit. 

Reflecting in part the intensification of 
financial market turmoil, the outlook for 
economic activity has weakened.  
Consumer spending and industrial 
production have declined in recent 
months.  However, policy actions taken 
in recent weeks, including coordinated 
interest rate cuts by central banks, 
extraordinary liquidity measures, and 
official steps to strengthen financial 
systems, should help over time to 
improve credit conditions and promote a 
return to moderate economic growth.   

Rationale 

3.   Inflation has been high, but the 
Committee believes that the decline 
in energy and other commodity 
prices and the weaker prospects for 
economic activity have reduced the 
upside risks to inflation. 

In light of the declines in the prices of 
energy and other commodities and the 
weaker prospects for economic 
activity, the Committee expects 
inflation to moderate in coming 
quarters to levels consistent with price 
stability. 

In light of the declines in the prices of 
energy and other commodities and the 
weaker prospects for economic 
activity, the Committee expects 
inflation to moderate in coming 
quarters to levels consistent with price 
stability. 

Inflation has been high, but the 
Committee believes that the declines in 
the prices of energy and other 
commodities and the weaker prospects 
for economic activity have reduced the 
upside risks to inflation. 

Assessment 
of Risk 

4.   The Committee will monitor 
economic and financial 
developments carefully and will act 
as needed to promote sustainable 
economic growth and price stability. 

Recent policy actions, including 
today’s rate reduction, coordinated 
interest rate cuts by central banks, 
extraordinary liquidity measures, and 
official steps to strengthen financial 
systems, should help over time to 
improve credit conditions and 
promote a return to moderate 
economic growth.  Nevertheless, 
downside risks to growth remain.  The 
Committee will monitor economic and 
financial developments carefully and 
will act as needed to promote 
sustainable economic growth and price 
stability. 

Policy actions taken in recent weeks, 
including coordinated interest rate cuts 
by central banks, extraordinary 
liquidity measures, and official steps to 
strengthen financial systems, should 
help over time to improve credit 
conditions and promote a return to 
moderate economic growth.  
Nevertheless, the predominant 
concern of the Committee is the 
downside risks to growth.  The 
Committee will monitor economic and 
financial developments carefully and 
will act as needed to promote 
sustainable economic growth and price 
stability. 

In these circumstances, the Committee’s 
primary concern is the downside risks to 
growth.  The Committee will monitor 
economic and financial developments 
carefully in light of the recent policy 
actions and will act as needed to 
promote sustainable economic growth 
and price stability. 
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Appendix 8:  Materials used by Mr. Bullard 
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