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The inflation rate over the longer run is primarily determined by monetary policy, and

hence the Committee has the ability to specify a longer-run goal for inflation.
The Committee judges that inflation at the rate of 2 percent, as measured by the annual
change in the price index for personal consumption expenditures, is most consistent over
the longer run with the Federal Reserve's statutory mandate.
BIpR7Z, g mite s HEE (target) &V ) SHEITFE-> T RN OO, 12%1EF—/1
(goal) | LE-TW5, Tk, MKOBEHEVI B HIVEDDHEIZE S 7po7oDin, &
WO BERINELS . RONT 7T 7T, TIRRKEHO LU, BHIZ, @RUSNAOERT



WEBSNLHHHBOMERT AT IV ZATRED, ZROOERIE, L L HICED
Hlcd, EAEITFHITE 2, TORR, EMICHOWTOEERN R T —VEREST L &
TEETIE RV, E LTS,
The maximum level of employment is largely determined by nonmonetary factors that
affect the structure and dynamics of the labor market. These factors may change over time
and may not be directly measurable. Consequently, it would not be appropriate to specify a
fixed goal for employment; rather, the Committee's policy decisions must be informed by
assessments of the maximum level of employment, recognizing that such assessments are
necessarily uncertain and subject to revision.
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In setting monetary policy, the Committee seeks to mitigate deviations of inflation from its
longer-run goal and deviations of employment from the Committee's assessments of its
maximum level.
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Now, are we inflation targeters? If by inflation targeter, youmean acentral

bank that puts top priority on inflation, and other goals |ike employment
as subsidiary goals, then the answer is no. We are a dual-mandate central
bank. We put equal weight on price stability and maximum employment. Those
are the goals given us to (sic) by Congress. And so in that respect, as I
mentioned earlier, I think to Greg (sp), we’ re not absolutists
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Having said all that, I think it s worth noting that even banks that — central
banks that call themselves inflation targeters typically pay at least some
attention to other parts of the economy — employment, growth, financial

stability and the like. So I don't think there’ s really any central bank



or very few, at least, that focus only on inflation. But again, in terms
of terminology, 1 guess I would reject that term for the Federal Reserve,
because we are going to be even-handed and creating — of treating the price
stability and maximum employment parts of our mandate on a level footing.
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