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Appendix: 118 FOMC 2[2|E F2 i

1. S84 2%

In their consideration of appropriate monetary policy actions at this meeting, participants concurred that inflation
remained well above the Committee's longer—run goal of 2 percent and the recent data on inflation provided very few
signs that inflation pressures were abating. The economic expansion had slowed significantly from last year's rapid pace,
and recent indicators pointed to modest growth in spending and production in the current quarter. Despite the slowdown
in growth, the labor market remained extremely tight, and nominal wage growth remained elevated. Against this backdrop,
all participants agreed that it was appropriate to raise the target range for the federal funds rate 75 basis points at this
meeting and to continue the process of reducing the Federal Reserve's securities holdings, as described in the Plans for
Reducing the Size of the Federal Reserve's Balance Sheet that the Committee issued in May. Participants observed that
the policy rate hike at this meeting was another step toward making the Committee's monetary policy stance sufficiently
restrictive to help ease supply and demand imbalances and to return inflation to 2 percent over time.
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In their discussion of the effects of monetary policy actions and communications to date, participants concurred that the
Committee had taken forceful steps to moderate aggregate demand in order to bring it into better alignment with
aggregate supply. Financial conditions had tightened significantly in response to the Committee's policy actions, and
their effects were clearly evident in the most interest rate—sensitive sectors of the economy, including residential
investment and some components of business investment. Several participants commented that monetary policy actions
and communications had helped keep longer—term inflation expectations well anchored—a situation that would help
facilitate the return of inflation to the Committee's longer—run goal of 2 percent. Nevertheless, with realized inflation well
above that goal and the labor market still very tight, participants agreed that ongoing increases in the target range for the
federal funds rate would be appropriate and would help keep longer—term inflation expectations well anchored.
Participants noted that, with regard to both real economic activity and inflation, it would take time for the full effects of
monetary restraint to be realized and that these lags complicated an assessment of the effects of monetary policy.
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In discussing potential policy actions at upcoming meetings, participants reaffirmed their strong commitment to returning
inflation to the Committee's 2 percent objective, and they continued to anticipate that ongoing increases in the target
range for the federal funds rate would be appropriate in order to attain a sufficiently restrictive stance of policy to bring
inflation down over time. Many participants commented that there was significant uncertainty about the ultimate level of
the federal funds rate needed to achieve the Committee's goals and that their assessment of that level would depend, in
part, on incoming data. Even so, various participants noted that, with inflation showing little sign thus far of abating, and
with supply and demand imbalances in the economy persisting, their assessment of the ultimate level of the federal
funds rate that would be necessary to achieve the Committee's goals was somewhat higher than they had previously
expected.
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Participants mentioned a number of considerations that would likely influence the pace of future increases in the target
range for the federal funds rate. These considerations included the cumulative tightening of monetary policy to date, the
lags between monetary policy actions and the behavior of economic activity and inflation, and economic and financial
developments. A number of participants observed that, as monetary policy approached a stance that was sufficiently
restrictive to achieve the Committee's goals, it would become appropriate to slow the pace of increase in the target
range for the federal funds rate. In addition, a substantial majority of participants judged that a slowing in the pace of
increase would likely soon be appropriate. A slower pace in these circumstances would better allow the Committee to
assess progress toward its goals of maximum employment and price stability. The uncertain lags and magnitudes
associated with the effects of monetary policy actions on economic activity and inflation were among the reasons cited
regarding why such an assessment was important. A few participants commented that slowing the pace of increase
could reduce the risk of instability in the financial system. A few other participants noted that, before slowing the pace of
policy rate increases, it could be advantageous to wait until the stance of policy was more clearly in restrictive territory
and there were more concrete signs that inflation pressures were receding significantly.
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With monetary policy approaching a sufficiently restrictive stance, participants emphasized that the level to which the
Committee ultimately raised the target range for the federal funds rate, and the evolution of the policy stance thereafter,
had become more important considerations for achieving the Committee's goals than the pace of further increases in
the target range. Participants agreed that communicating this distinction to the public was important in order to reinforce
the Committee's strong commitment to returning inflation to the 2 percent objective.
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Participants discussed a number of risk—management considerations related to the conduct of monetary policy. In light
of the continuing broad—based and unacceptably high level of inflation and upside risks to the inflation outlook,
participants remarked that purposefully moving to a more restrictive policy stance was consistent with risk—management
considerations. Some participants observed that there had been an increase in the risk that the cumulative policy restraint
would exceed what was required to bring inflation back to 2 percent. Several participants commented that continued
rapid policy tightening increased the risk of instability or dislocations in the financial system. There was wide agreement
that heightened uncertainty regarding the outlooks for both inflation and real activity underscored the importance of
taking into account the cumulative tightening of monetary policy, the lags with which monetary policy affected economic
activity and inflation, and economic and financial developments.
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2. ZH HY(Staff)

The projection for U.S. economic activity prepared by the staff for the November FOMC meeting was weaker than the
September forecast. Broad financial conditions were expected to be considerably more restrictive over the projection
period than in September, reflecting both recent market moves and upward revisions to the staff's assumptions regarding
the future course of monetary policy based on recent Federal Reserve communications. As a result, output was expected
to move below the staff's estimate of potential early in 2024 and to remain below potential in 2025. Likewise, the
unemployment rate was expected to be above the staff's estimate of its natural rate in 2024 and 2025.
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On a 12-month change basis, total PCE price inflation was expected to be 5.3 percent in 2022 and core inflation was
expected to be 4.6 percent. The staff raised their projection for core PCE price inflation in coming quarters, reflecting
their assessment that the factors that had boosted inflation since the middle of last year—most notably, strong wage
growth and the effect of supply constraints on prices—would persist for longer than previously thought. With the effects
of supply-demand imbalances in goods markets expected to unwind and labor and product markets expected to

become less tight, the staff continued to project that inflation would decline markedly over the next two years; in 2025,
both total and core PCE price inflation were expected to be 2 percent.
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With inflation remaining stubbornly high, the staff continued to view the risks to the inflation projection as skewed to the
upside. For real activity, sluggish growth in real private domestic spending, a deteriorating global outlook, and tightening
financial conditions were all seen as salient downside risks to the projection for real activity; in addition, the possibility
that a persistent reduction in inflation could require a greater—than—assumed amount of tightening in financial
conditions was seen as another downside risk. The staff, therefore, continued to judge that the risks to the baseline
projection for real activity were skewed to the downside and viewed the possibility that the economy would enter a
recession sometime over the next year as aimost as likely as the baseline.

: 0T 7413}71| =2 S0 &, AEH“t oIS2o MYy oot 2|A3= oY 2UHO0| =0t ot 42 FA
239 47 4F U U4 AH[9 Rt HI =22E MY o3}, EIO|EGHA s 2802 ZF 42 FNES MY
CHet —'.Z—EEPS ot 2[A3Z 7HE. of22f QIZojMo| XEHoZ ZAstH o AECt o 2 2807 7150 Ze2 &
g2 £ OE st 2|23, T2 AR EE ASaHM dE FRES2| Hol~ MU0 thet 2|23 = s1 0] 01
TN ChSal A/ F710F JA 28| MU JHsgS HIo[A2[RIt A SYSHA =

O[HAEEXIEH 2|MEIME 7



3. ANISE of K MY(AE=ZAR)
1)EHEE

In their discussion of current economic conditions, participants noted that recent indicators pointed to modest growth of
spending and production. Nonetheless, job gains had been robust in recent months, and the unemployment rate had
remained low. Inflation remained elevated, reflecting supply and demand imbalances related to the pandemic, higher
food and energy prices, and broader price pressures. Participants recognized that Russia's war against Ukraine was
causing tremendous human and economic hardship. The war and related events were creating additional upward
pressure on inflation and were weighing on global economic activity. Against this background, participants continued to
be highly attentive to inflation risks. (S3F4™ HHE0|AM E0IgE L23 Q)
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With regard to current economic activity and the near—term outlook, participants observed that al-though real GDP
rebounded in the third quarter, recent data suggested that economic activity in the near term appeared likely to expand at
a pace below its trend growth rate. Participants noted a softening in consumer and business spending growth, and some
participants remarked that there had been a notable slowing in interest rate—sensitive sectors, particularly housing, in
response to the tightening of financial conditions associated with the Committee's policy actions. With inflation
remaining far too high and showing few signs of moderating, participants observed that a period of below—trend real
GDP growth would be helpful in bringing aggregate supply and aggregate demand into better balance, reducing
inflationary pressures, and setting the stage for the sustained achievement of the Committee's objectives of maximum
employment and price stability.
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Participants observed that, with inflation elevated globally, many central banks were tightening monetary policy
simultaneously, contributing to an overall tightening of global financial conditions. Participants further noted that the
overall tightening of global financial conditions, along with energy prices and other headwinds, was contributing to a
slowdown in the growth rate of global real GDP. Participants remarked that the foreign economic slowdown, in
combination with a strong U.S. dollar, was likely to weigh on the U.S. export sector, and several participants commented
that there could be wider spillovers to the U.S. economy.

CRIEER AMAECE =2 SV Qe B2 SY2AES0| Ao 715

i=3
& 00| EO|EFeAI=H 7|0 ES 2E. ABS2 HAl 7142t T E 93551t e HeNel 224 =80id

ro

In ofm
on
0z
i
njo
Mg
Rl

k=l

30
<
=
gl
T
13
ro

10 my
Hu
MIE
ol

S
=E2 2% GDP d3& =30l 7|3t . ?IES2 428 SE0M 2= 47| =5t= A= &0 FEE & 7F

Of ULt AZHULD EH(several) ARS2 A= BHOl & 2 2R AS + AL A2

O|HAESRESHE 2IMRMIE 8



Participants observed that the labor market had remained very tight, with the unemployment rate near a historically low
level, the number of job vacancies very high, a low pace of layoffs, robust employment gains, and elevated nominal
wage growth. Some participants remarked that employers in certain sectors, such as health care, leisure and hospitality,
or construction, faced particularly acute labor shortages and that these shortages were contributing to especially strong
wage pressures in those sectors. Participants commented on the labor market having remained strong to date, even
alongside the slowing in economic activity. A number of participants remarked that some businesses were keen to retain
workers after their recent experiences of labor shortages and hiring challenges. These participants noted that this
consideration had limited layoffs even as the broader economy had softened or that this behavior could limit layoffs if
aggregate economic activity were to soften further. Nevertheless, many participants noted tentative signs that the labor
market might be moving slowly toward a better balance of supply and demand; these signs included a lower rate of job
turnover and a moderation in nominal wage growth. Participants anticipated that imbalances in the labor market would
gradually diminish and that the unemployment rate would likely rise somewhat from its current very low level, while
vacancies would likely fall.
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Participants agreed that inflation was unacceptably high and was well above the Committee's longer—run goal of 2
percent. Some participants noted that the burden of high inflation was falling disproportionally on low—income
households, for whom necessities like food, energy, and shelter make up a larger share of expenditures. Many
participants observed that price pressures had increased in the services sector and that, historically, price pressures in
this sector had been more persistent than those in the goods sector. Some participants noted that the recent high pace
of nominal wage growth, taken together with the recent low pace of productivity growth, would, if sustained, be
inconsistent with achievement of the 2 percent inflation objective. Several participants, however, commented on signs of
a moderation in nominal wage growth. Participants agreed that near—term inflation pressures were high, but some noted
that lower commodity prices or the expected reduced pressure on goods prices due to an easing of supply constraints
should contribute to lower inflation in the medium term. Several participants remarked that rent increases on new leases
had been slowing in recent months, but participants also noted that it would take some time for this development to
show up in PCE inflation. Several participants summarized reports provided by business contacts about their firms' ability
to pass on higher input costs to their customers. These reports suggested that some firms continued to have solid
pricing power, while in other cases cost pass—through had become more difficult.
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Participants remarked that, overall, measures of medium— and longer—term inflation expectations obtained from surveys
of households and businesses as well as from financial markets quotes appeared to have remained well anchored. A
couple of participants observed that longer—term inflation expectations were stable even as measures of near—term
inflation expectations responded to realized inflation in line with historical patterns. Participants noted that longer—term
inflation expectations were an important influence on inflation's behavior and stressed that the Committee's ongoing
monetary policy tightening would be essential for ensuring that these expectations remained well anchored. Several
participants expressed the concern that the longer inflation remained well above the 2 percent goal, the greater the risk
that longer—term inflation expectations could become unanchored. Such a development, if it materialized, would make it
much more costly to bring inflation down and to achieve the Committee's statutory objectives of maximum employment
and price stability. A couple of participants discussed the high dispersion of longer—term inflation expectations across
respondents in various surveys: These participants noted that the higher dispersion may signal increased uncertainty
about the inflation outlook and was a reason not to be complacent about longer—term inflation expectations remaining
well anchored.
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Participants discussed the length of the lags in the response of the economy to monetary policy actions, taking into
account historical experience and the various estimates of timing relationships provided in economic research, as well as
the high degree of uncertainty involved in applying the evidence on lags to the current situation. They noted that
monetary policy tightening typically produced rapid effects on financial conditions but that the full effects of changes in
financial conditions on aggregate spending and the labor market, and then on inflation, likely took longer to materialize.
With regard to current circumstances, many participants remarked that, even though the tightening of monetary policy
had clearly influenced financial conditions and had had notable effects in some interest rate—sensitive sectors, the
timing of the effects on overall economic activity, the labor market, and inflation was still quite uncertain, with the full
extent of the effects yet to be realized. Several participants observed that, because of the difficulties in isolating the
effects of monetary policy, changes in economic structure, or increasing transparency over time regarding monetary
policy decisions, the historical record did not provide definitive evidence on the length of these lags. In addition, some
participants noted that the post—pandemic dynamics of the economy may differ from those prevailing prior to the

pandemic.
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Participants generally noted that the uncertainty associated with their economic outlooks was high and that the risks to
the inflation outlook remained tilted to the upside. Participants observed that recent inflation had been higher and more
persistent than anticipated. Some participants noted the risk that energy prices could rise sharply again amid geopolitical
tensions. A few participants commented that the ongoing tightness in the labor market could lead to an emergence of a
wage-price spiral, even though one had not yet developed.
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A number of participants judged that the risks regarding the outlook for economic activity were weighted to the downside,
with various global headwinds being prominently cited. These global headwinds included a slowdown in economic
activity occurring in China and the ongoing international economic implications of Russia's war against Ukraine.
Participants observed that, because of high inflation pressures prevailing globally, monetary policy tightening was under
way in many other economies—a development likely to affect foreign economic activity and carrying the potential for
spillovers to the U.S. economy.
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