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We find that, between June 2014 and December 2015, market partici
pants' expected U.S. growth trended higher, while expected U.S. i
nflation trended lower. These two phenomena had offsetting effects
on longer-term U.S. interest rates. This combination of stronger growt
h and weaker inflation sounds very much like a classic "aggregate sup
ply shock," i.e., an event that causes output and prices to move in opp
osite directions. A natural candidate for such a shock is the large decr

ease in oil prices that began in the second quarter of 2014.

i SEkERIFactoring@ R RAY, £20145F68F120155F 12818, BEXERY
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HEREEERTD, ERRENKEBRBRA: Romll, REWMN, EPa0KEEFZE, (Th
e Congress established the statutory objectives for monetary policy--maximum employmen

t, stable prices, and moderate long-term interest rates--in the Federal Reserve Act.)

ERATHELXNECHE TES TS HER, BESKECSEATT (EMBERESHERN
Sitkl) . mME2015F98, EERZXGLAHH—FRETR, £33, m7EERERRKIER
SEIRHRITEIRING.

XN ETRAEAL, REPEARBTAH 81", me1iCsIRa™HiAEa), XL
{EBhkE, 1£2015F9AXERIBERFIASHR, LM TZ4“China”:

[

However, recent indicators for some other countries, most notably Chi

na, were subdued.
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...... domestic financial conditions tightened modestly as concerns abo
ut prospects for global economic growth, centered on China, prompte
d an increase in financial market volatility and a deterioration in ri

sk sentiment during the intermeeting period.

AT EMASERIIMPLFERAAMESE (FE) , SRHHRIAER, X
% {45 T B

Participants discussed the potential implications of recent economic a
nd financial developments abroad for U.S. economic activity and inflati
on. A material slowdown in economic growth in China and potential ad
verse spillovers to other economies were likely to depress U.S. net ex
ports to some extent. In addition, concerns associated with developme
nts in China and other emerging market economies had contributed to
a further appreciation of the dollar and declines in prices of oil and oth
er commodities, which were likely to hold down U.S. consumer price in

flation in the near term.

S52F TR TIIMBEFRERNEEALHNEFFEN S BRI ———FE
ZFNT™TMNEEE R MEENSEDO, WP ENEBFRESTIRRR
ERRESETIHE, MNMEERNEZH, RRBZMEIEERNEK.

Members noted that recent global and financial market developments
might restrain economic activity somewhat as a result of the higher lev
el of the dollar and possible effects of slower economic growth in Chin
a and in a number of emerging market and commodityproducing econo

mies. ]
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17 “(9) REFERENCE POLICY RULE.—~—The term
18 ‘Reference Policy Rule” means a caleulation of the
19 nominal Federal funds rate as equal to the sum of
20 the following:
21 *“(A) The rate of inflation over the pre-
22 vious four quarters.
23 “(B) One-half of the percentage deviation
24 of the real GDP from an estimate of potential
25 GDP.
+HR 3189 EH
6

1 (') One-half of the difference between the

2 rate of inflation over the previous four quarters

3 and two pereent.

4 *“(D) Two percent.
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o, REIERR. $FRAE %A IEXSFRIERY IR HES B B2 7 ARV BISRTRER.,

[

Developments abroad imply that meeting our objectives for employme
nt and inflation will likely require a somewhat lower path for the federa

| funds rate than was anticipated in December.
BIMIBRBERSMNER, EAEBEN T EERIFILAEIKKFE,

This caution is especially warranted because, with the federal funds ra
te so low, the FOMC's ability to use conventional monetary policy to re
spond to economic disturbances is asymmetric. If economic conditions
were to strengthen considerably more than currently expected, the FO
MC could readily raise its target range for the federal funds rate to sta
bilize the economy. By contrast, if the expansion was to falter or if infl
ation was to remain stubbornly low, the FOMC would be able to provid
e only a modest degree of additional stimulus by cutting the federal fu

nds rate back to near zero.
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Developments abroad imply that meeting our objectives for employme
nt and inflation will likely require a somewhat lower path for the federa

| funds rate than was anticipated in December.
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Farewell!
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