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Data Release: Rate hikes still a "considerable time" away, as the Fed pledges patience 

 The Federal Reserve's policy statement today maintained the level of interest rates, and left 
unchanged its reference to rates remaining on hold for a "considerable time" following the end of 
asset purchases. To this it added that "…the Committee judges that it can be patient in beginning 
to normalize the stance of monetary policy…" 

 Importantly, the "considerable time" is now in reference to an event in the past – the October end 
of asset purchases – making it somewhat less considerable relative to today. 

 The Fed statement's reference to conditions in the labor market was relatively more positive; it 
changed its reference to the underutilization of resources from "gradually diminishing" to 
"continues to diminish." 

 References to inflation maintained the previous statement's view that they should be viewed as 
largely transitory. 

 The statement was notable in that there were three dissents, something that hasn't occurred 
since September 2011 (the same three people dissented then too). The dissents came from 
Kocherlakota, who also dissented last meeting, but also Fisher and Plosser, both of whom 
stressed the improvement in economic conditions and objected to the time-based forward 
guidance. 

 Projections for economic growth were revised up in the near-term (for 2014, the central tendency 
for real GDP growth rose to 2.3% to 2.4% from 2.0% to 2.2% previously), but were relatively 
unchanged for 2015 and beyond.  

 Projections for inflation were revised down significantly for 2015 (the central tendency fell to 1.0% 
to 1.6% from 1.6% to 1.9% previously), but were left largely unchanged thereafter. Core inflation 
projections were also modestly weaker in 2015. 

 The Fed "dots" showing Fed members' expectations for the short term interest rates have drifted 
down somewhat for 2015 and 2016. The dispersion for 2015 has also diminished, with opinions 
coalescing around the 1.0% mark. For 2016, the dispersion is significant with views ranging from 
0.25%-0.5%, all the way up to 4.0%. 

Key Implications 

 On balance, this is a dovish statement, but not overly so. The maintenance of "considerable 
time," and additional reference to "patience" are balanced by an unhinging confidence in the 
improvement in the labor market and the temporary nature of the decline in inflation. 

 The mismatch between the Fed "dots" and market expectations appears to be closing, with the 
Fed gravitating to the market's view rather than the reverse. While the Fed statement was less 



than explicit about it, developments on the inflation front are the likely source of the downward 
movement in fed expectations. 

 The level of dissent in this statement, while notable, should not be over stated. These are the 
usual suspects in terms of dissent and all rotate off the voting members list next year. Two of the 

dissenters – Richard Fisher and Charles Plosser – are retiring next year.  

 We continue to be comfortable in our view that the Fed will remain on hold until September of 
next year. Even then the pace of rate hikes will not be anything like it has been historically. We 
expect the fed funds to reach 0.75% by the end of 2015, and 1.75% by the end of 2016. 
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