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Source:  Bureau of Economic Analysis 

Annualized percent change 

Contributions to GDP 
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What does the future hold? 
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2012 2013 2014 Longer Run 

Real GDP Growth 2.5 to 2.9 3.0 to 3.5 3.0 to 3.9 2.4 to 2.7 

   June ‘11 projection 
 

3.3 to 3.7 3.5 to 4.2 n.a. 2.5 to 2.8 
 

Unemployment Rate 8.5 to 8.7  7.8 to 8.2 6.8 to 7.7 5.2 to 6.0 

   June ‘11 projection 
 

7.8 to 8.2  7.0 to 7.5 n.a.  5.2 to 5.6 
 

PCE Inflation 1.4 to 2.0 1.5 to 2.0 1.5 to 2.0 1.7 to 2.0 

   June ‘11 projection 1.5 to 2.0 1.4 to 2.0 n.a. 1.7 to 2.0 

Source:  Summary of Economic Projections, Minutes of the Federal Open Market Committee, June 23-24, 2009.  
                  Available at www.federalreserve.gov 

Economic Projections of Federal Open Market Committee Members,  
Central Tendency, November 22, 2011 
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Money * Velocity Price = 
Quantity 

Definition of Inflation:  
Too much money 

chasing  
too few goods 

M 
V 
Q 

Quantity Theory of Money 
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≈ 2 Billion Dollars 

When will inflation start? 
Banks start lending 

Consumers start spending 
Businesses start investing 

In short, if excess reserves fall  
before the Fed balance sheet 
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Fed responds with QE2 
November 2010 

Fed responds with  
1) Low rates through 2013 
2) “Operation Twist”             
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 Slow and steady economic growth 
 Another soft spot in the U.S. economy? 
 Housing is the trigger for stronger growth 
 Renewed focus on long-term, sustainable 

economic growth is needed. 
 

What will enhance the competitiveness  
of the U.S. economy? 


