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Economic Projections 

• FOMC Statement of June 19 was in line with 
our expectations for maintaining the current 
pace of ($85bn) 

• Data dependent QE3 

• Moderating  pace of purchases – later in 2013 

• End QE3 mid 2014 

• End QE3 threshold – 7% unemployment rate 

General 

• Bernanke will step down  as Chairman in 2014 

• Dovish  pull – reassertion of lower than 
expected inflation rate.  

• Hawkish push – downside risks to economic 
growth and the labor market have “diminished 
since the fall” (start of QE3)  

QE3 

• Moderate economic growth 

• Faster decline in unemployment rate (6.5% in 
2014) 

• Inflation expectation remains unchanged 

• Timing of first FFR hike 

• 14 of 19 FOMC members in 2015 

• 1 FOMC member in 2016  

Normalization 

• FOMC puts out a  coordinated effort of 
communication strategy to correct spike in long 
term yields 

• Broad principles outlined in June 2011 still 
apply 

• MBS will be hold to maturity. 
 

 



1350

1400

1450

1500

1550

1600

1650

1700

1.50

2.00

2.50

3.00

Sep.2012 Dec.2012 Mar.2013 Jun.2013

10YTN S&P 500 (rhs)

FOMC minutes, no clarity on 
QE3 

FOMC minutes, QE3 
discussion intensifies 

FOMC statement and press 
conference 

QE3 begins, $40bn 
MBS 

End of OT,  $40bn MBS + 
$45bn Treasuries 



 Economic Fundamentals 
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