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How the Fed leaves margin for error on rate hike
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When rates finally do rise, among the winners will be senior citizens who supplement their
Social Security income with interest on their savings, said Alan Reynolds, senior fellow at the
Cato Institute, a libertarian think tank.

As the USA economy slowly gets back on track, and in anticipation of the impending rate hike,
the U.S. dollar has appreciated against other currencies-notably emerging market currencies.

"Those are important developments that we have to take into consideration™, San
Francisco Fed President John Williams said in an interview Friday.

"It's interesting and disappointing that today's data didn't provide us with that 'Ah-ha!’ clarity that
everyone is seeking", said Michael Arone, Chief Investment Strategist at State Street Global
Advisors.

Mr. Williams said he would be prepared to raise rates this year if concerns about those risks
recede.

The financial markets are not discounting a Fed hike this month, and history is clear that
policymakers are loathe to disappoint financial markets.

Still, the case isn't closed.

If the Fed focuses excessively on inflation, it worsens inequality, which in turn worsens
overall economic performance. "The Fed could run out of time to raise rates this year if the
members are not able to come to a consensus shortly".

For the economy as a whole, increasing interest rates could well precipitate an even deeper stock
market selloff than that experienced in August. Now he hedges on whether the Fed will act even
once. The meeting also noted that interest rates should increase when global growth starts to pick
up. He claimed instead that the global downturn was caused by wide expectation of a Federal
Reserve decision to raise rates in September.

Summers presents five key points in support of his idea, among them being that the American
and world economies have slowed their growth.


http://www.wsj.com/video/protestors-target-fed-policies-at-meeting-in-wyoming/5A0F1A21-4348-451D-9876-98A6151C16AF.html

The slowdown of the Chinese economy, the devaluation of the yuan against the USA dollar, and
the worldwide decline in commodity prices could further delay the return of U.S. inflation

to its 2% target. That could lead some officials to push down inflation projections for 2016 as
well. It also means adopting and enforcing rules that restrict the flow of funds into speculation
and encourage the financial sector to play the constructive role in our economy that it should, by
providing capital to establish new firms and enabling successful companies to expand.

It was September, then was December and now with condition in this year.

"Fiscal policymakers can mitigate these risks by choosing to maintain higher levels of public
debt than markets now anticipate”, Kocherlakota said in remarks prepared for delivery at
Northwestern University in the Chicago suburb of Evanston.

The Fed still hasn't reached the inflation goal.
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