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Data Release: FOMC minutes stick to the script that economic improvement remains on track 

 The minutes of the Federal Open Market Committee’s (FOMC) October meeting echoed the generally 
optimistic theme of their policy statement that the U.S. economy continues to show broad improvement. In 
general, FOMC participants expect the unemployment rate to continue to move towards the Fed's full-
employment mandate and inflation (which they admit is currently too low) to move toward the 2.0% target 
"in coming years."  

 The improvement in the labor market was seen in a number of labor market indicators including "declines in 
longer-duration unemployment, strong growth in payroll employment, and a low level of initial claims for 
unemployment insurance." 

 Participants noted the impact of lower oil prices on the inflation outlook, but also noted that this would be a 
positive for consumer spending, especially raising the spending prospects of low and medium-income 
households, which have thus far been restrained. 

 While not a universally shared view, a more in-depth discussion of inflation expectations showed a general 
skepticism around the decline in market-based measures with participants explaining it in terms of special 
factors like reduced inflation and liquidity risk premiums. As in the statement, this was contrasted with the 
general stability in survey-based measures. 

 The discussion of global economic developments maintained a generally optimistic tone, downplaying the 
negative impact on the United States from slower growth abroad and a rising U.S. dollar and noting that 
there were positive offsets to domestic demand from declining energy and other commodity prices and 
lower long-term interest rates.  

 The Fed's decision to keep the "considerable time" language while adding additional verbiage around its 
dependence on "incoming information about the economy" balanced some members concerns that the 
language was not data contingent enough with other members concerns that removing it would unduly 
shock financial markets and signal "a significant shift in the stance of policy, potentially resulting in an 
unintended tightening of financial conditions." 

 The discussion around the longer-term goals of monetary policy was informative, hinting at what the future 
evolution of fed communication may look like. The Fed is contemplating clarifying several issues including: 
"whether inflation persistently below the Committee's 2 percent longer-run objective and inflation similarly 
persistently above that objective would be regarded as equally undesirable, whether additional information 
should be provided about the "balanced approach" that the Committee takes in promoting its two objectives 
under circumstances in which these objectives are judged not to be complementary, and how financial 
stability is linked to the Committee's mandated goals of maximum employment and price stability." 

Key Implications 

 The FOMC minutes were at least as hawkish as the October statement. The details further emphasized 
their view that the American economy is unlikely to be unhinged by the downturn in global growth or the 
responding rise in financial volatility. The downturn in inflation – driven by falling commodity and energy 
prices - was largely seen as a positive for the growth outlook, by raising the prospects for consumer 
spending. This was rounded out by the general consensus to look past the apparent fall in market-based 
measures of inflation expectations. 



 These minutes show the Fed focusing squarely on the evidence in the data. This seems to be an implicit 
message to financial markets that it will not be swayed by changes in market sentiment and even that it 
expects " further pockets of turbulence…to arise as the start of policy normalization approached."  

 The U.S. economy is likely to continue to improve, but we have seen some signs that momentum has 
slowed heading into the final quarter of the year. While the strength in domestic demand is likely to warrant 
a gradual tightening in monetary policy, it is more likely to come in the second half of next year than the 
first. 
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