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The Committee continues to believe that an accommodative stance of monetary
policy, coupled with still robust underlying growth in productivity, is providing
important ongoing support to economic activity. Recent signs point to a firming
in spending, markedly improved financial conditions, and labor and product

markets that are stabilizing. The economy, nonetheless, has yet to exhibit

sustainable growth. With inflationary expectations subdued, the Committee judged

that a slightly more expansive monetary policy would add further support for an

economy which it expects to improve over time.
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Maybe too much hope

Too Much Hope May Be Pinned On Rate Cut

Investors are putting a lot of hope in the Federal Reserve"s ability to ride

to the rescue tomorrow.

Maybe too much hope.

Though the stock market surged last week on optimism that a widely expected
interest-rate cut by the Fed would boost stocks, such a rate cut would offer little
immediate help for the fundamental problems weighing on the nation®s economy and
financial markets. These include a worsening housing slump and high gasoline
prices, which are damping consumer spending, and fears of further defaults on
the billions of dollars of low-quality loans that have been used to finance

mortgages and corporate takeovers.

Even if the Fed carries out a series of rate cuts, the economy and stock market

are likely to be dealing with the fallout from these problems well into next year.
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