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Economic Activity 

Source: BBVA Research & Haver Analytics 
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Monetary Policy

Number of Unemployed per Job Opening 
Ratio 

Nonfarm Payrolls M/M Change 
3M MA 

* From Dudley’s speech * Implicit from FOMC communication 
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Monetary Policy



Monetary Policy Going Forward 

 
 

QE3 expectations unchanged: 

 Fed decision to reduce LSAP remains vastly data-driven 

 Higher probability to taper in December since employment report noted a +200K payroll 
increase and reduction in unemployment rate to 7.0% 

Forward Guidance 

 No change in the thresholds is expected 

 Likely enhancement with inflation floor (lower bound of 1.5%) further discussed/added 

What to Expect in December FOMC 

2Q14-4Q14 

Expected End QE3  
 

3Q15 

First FFR Hike 

1H16 

Policy 
Normalization 

 
Balance sheet: let 

securities 
mature/sales 

 
 
Expected 
Timeline 

for 
Exit 

Strategy 

Dec13-Mar14 

Initial 
announcement  
to taper QE3 

 
Data dependent 



Federal Funds Rate 

Median Market Expectations Fed Funds 
% 

First Rate Hike 
End of period, probability 

Market expectations slowly adjusting to a more cautious Fed 
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Timing Timing

Kansas City Esther L. George Overdue Dallas Richard W. Fisher Overdue

St. Louis James Bullard Inflation Pick-up Philadelphia Charles I. Plosser Overdue

Governor Jeremy C. Stein Vote for in Sep Cleveland Sandra Pianalto Overdue

Chairman Ben S. Bernanke Awayting more evidince Governor Jeremy C. Stein Vote for in Sep

Governor Jerome H. Powell In agreement with majority Governor Jerome H. Powell In agreement with majority

Chicago Charles L. Evans Next several months Chairman Janet L. Yellen Not yet

Vice Chair Janet L. Yellen Not yet New York William C. Dudley Not yet

New York William C. Dudley Not yet  Minneapolis Narayana Kocherlakota Not yet

Boston Eric S. Rosengren Not yet Governor Daniel K. Tarullo Silent

Governor Daniel K. Tarullo Silent

December Readiness to Scale Back 

QE3

January Readiness to Scale Back 

QE3



Baseline Scenario 

2011 2012 2013 2014 2015 2016 2017 

GDP new 1.8 2.8 1.6 2.3 2.5 2.8 2.8 

old 1.8 2.2 1.8 2.3 2.5 2.8 2.8 

CPI new 3.1 2.1 1.7 2.2 2.4 2.4 2.6 

old 3.1 2.1 1.6 2.3 2.4 2.4 2.4 

Core new 1.7 2.1 1.8 2.0 2.1 2.3 2.6 

old 1.7 2.1 1.9 2.0 2.1 2.3 2.4 

Fed new 0.25 0.25 0.25 0.25 0.50 1.50 2.50 

 [eop]     old 0.25 0.25 0.25 0.25 0.50 1.50 2.50 

* Old as presented in 3Q13 MC Quarterly Revision 
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