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strange developments

It"s almost as if the market would be helped right now if we got confirmation
that the economy is officially in a recession," said Keith Wirtz, president and

chief investment officer of Fifth Third Asset Management Inc. in Cincinnati, Ohio.
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a somewhat stronger pace of growth
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In the area of monetary policy, the Federal Open Market Committee (FOMC) has moved
aggressively, cutting its target for the federal funds rate by a total of 225 basis
points since September, including 125 basis points during January alone. As the
FOMC noted in its most recent post-meeting statement, the intent of these actions
is to help promote moderate growth over time and to mitigate the risks to economic
activity.

A critical task for the Federal Reserve over the course of this year will be to
assess whether the stance of monetary policy is properly calibrated to foster our
mandated objectives of maximum employment and price stability and, in particular,
whether the policy actions taken thus far are having their intended effects.
Monetary policy works with a lag. Therefore, our policy stance must be determined
in light of the medium-term forecast for real activity and inflation, as well as

the risks to that forecast. At present, my baseline outlook involves a period of

sluggish growth, followed by a somewhat stronger pace of growth starting later this

year as the effects of monetary and fiscal stimulus begin to be felt. At the same

time, overall consumer price inflation should moderate from its recent rates, and

the public"s longer-term inflation expectations should remain reasonably well

anchored.

Although the baseline outlook envisions an improving picture, it is important

to recognize that downside risks to growth remain, including the possibilities that

the housing market or the labor market may deteriorate to an extent beyond that

currently anticipated, or that credit conditions may tighten substantially further.




The FOMC will be carefully evaluating incoming information bearing on the economic
outlook and will act in a timely manner as needed to support growth and to provide

adequate insurance against downside risks.
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have a nice week
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