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6/2012: As for inflation in the near and medium term, | generally see the risks as weighted to slower economic
growth rather than higher inflation. I see growth slowing and inflation declining all over the world. I also note
the reports of skilled-worker shortages, as I think President Evans was noting, but I don’t see anything in the
wage numbers yet. And of course, inflation expectations remain stable.
6/2012: It was said at that time that the housing crash and the S&L crisis and the banking failures had done
lasting damage to our productive capacity, and I thought that was probably right. Of course, it didn’t turn out
that way in the low-inflation boom of the 1990s, or maybe the point is that the NAIRU and potential output can
be quite dynamic over time. | do realize that today is different and not in a good way.
8/2012: | continue to see U.S. inflation, at 1.8 percent, as low and under control. | see us as running just below 2
percent, but I wouldn’t characterize that as missing the mandate.
8/2012: To get a little into the thinking, | see us as mandate consistent on inflation, as | mentioned yesterday. |
identified significantly with the Chairman’s analysis at the beginning of this morning, which is to say that I find
aggregate supply explanations unpersuasive, and it is my view that there’s a material output gap. I don’t know
whether it’s 4 percent or 2 percent, but it seems highly likely to me that it is material and that we’re not making
progress toward losing it.
0/2012: We had positive news early in the intermeeting period, which was a trip to hope and back, and it left me
very much in the same place where | started: | see an economy with a substantial amount of slack that is
growing at about 2 percent; inflation that is bouncing around just below 2 percent on commodity effects, but
close to target; and better financial conditions for now.
10/2012: On the variables—regarding inflation, it seems to me we can solve the inflation problem. And |
understand that there are difficult issues around this, but I would think it’s got to be a Committee projection. To
me, it should be headline expected inflation, as indicated in the memo. The difficult question, of course, is, when
we disagree with the public, we’re just going to have to explain ourselves, and it’s going to have to be credible. |
thought about that, and I think it’s probably manageable. Unemployment is just very tough. For one thing, as
President Plosser was pointing out, there are just so many aspects of the labor market that we need to consider. |
also think we’re going to be read as setting a target, when we just got done telling the market that we don’t have
a target—or it’s not really NAIRU; it’s yet a third thing. It’s very hard to explain that. And even more important
than that is, it isn’t just the two factors; it’s also all of the other factors that we should be considering. If you’re
going to do this, | think you wind up adding on this factor and that factor and the other factor. At the end of the
day, you lose the point of commitment in the first place. So I guess I would say that it’s problematic. In terms of]
the actual numbers, | do think 2% percent and 6% percent make sense, if you could get over all of the other
hurdles, for reasons that have been well articulated around the table. | guess that’s where I am for now.
10/2012: While | see some improvement at the margin, it still feels to me like a world with 2 percent inflation
and 2 percent economic growth, which is obviously not strong enough to reduce unemployment. Like others, |
found a dichotomy between the household sector, where there’s been a fairly strong run of data, being to some
extent canceled out by the weakness of the business sector.
12/2012: | suspect that for most of 2013, we will remain in the world of 2 percent economic growth and 2
percent inflation, maybe even a little bit lower in both cases, with modest progress, therefore, on reducing
unemployment. Now, when | realized that that put me outside the central tendency in the SEP, I resisted the
temptation to change my answer and decided to defend it. I think I’m higher only than President Lacker, and my
thinking starts, but does not end, with the fiscal negotiations.
12/2012: Now, we’d have to explain to the market why we’re not selling any securities, having explicitly
purchased them on the understanding that we would sell them as quickly as was practicable. How will the
market receive that information? It’s kind of unknown, and our level of comfort around exit is a bit overdone.
\Whether we sell or not, I wonder whether there could be implications for inflation expectations or for the
conduct of monetary policy. President Bullard brought up one yesterday that I hadn’t thought of. We’re going to
be paying billions of dollars of interest to our largest financial institutions and nothing to the taxpayer in a time
of fiscal austerity, and to me that’s a whole lot more than a communications problem.
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= B & & ch— &7 §_ As a separate matter, taking the Chairman’s points from yesterday, I do
not feel that additional aggressive monetary policy is likely to provide much of a solution.

Bkt 2 5 & QE3 - s kPt As | look back on the use of LSAPs so far, | too
believe that the evidence supports the view that the effects of any LSAP are highly dependent
not only on some mechanics, but also on the setting in which it is launched. The main driver
of real effects is probably that of enhancing confidence...... It does seem clear to me that
LSAPs have affected asset prices, and to deny that does call for—as was done in a certain
well-mentioned Jackson Hole paper—that most hackneyed of all economist jokes that while
it may be observed in reality, it will simply never work in theory. & % 2. > QE »t% - pFp#F »
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PII0Y Fe g o BT F A ¥ QE3 7 = 2R R : First, the question,
why stop at $4 trillion? The market in most cases will cheer us for doing more. It will never
be enough for the market...Second, | think we are actually at a point of encouraging
risk-taking, and that should give us pause...My third concern—and others have touched on it
as well—is the problems of exiting from a near $4 trillion balance sheet. + FJ&:%Z#%® < »
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