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FEDERAL RESERVE press release

For release at 2 p.m. EDT June 14, 2017

Information received since the Federal Open Market Committee met in May
indicates that the labor market has continued to strengthen and that economic activity has
been rising moderately so far this year. Job gains have moderated but have been solid, on
average, since the beginning of the year, and the unemployment rate has declined.
Household spending has picked up in recent months, and business fixed investment has
continued to expand. On a 12-month basis, inflation has declined recently and, like the
measure excluding food and energy prices, is running somewhat below 2 percent.
Market-based measures of inflation compensation remain low; survey-based measures of

longer-term inflation expectations are little changed, on balance.
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In view of realized and expected labor market conditions and inflation, the
Committee decided to raise the target range for the federal funds rate to 1 to 1-1/4
percent. The stance of monetary policy remains accommodative, thereby supporting
some further strengthening in labor market conditions and a sustained return to 2 percent

inflation.
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The Committee is maintaining its existing policy of reinvesting principal
payments from its holdings of agency debt and agency mortgage-backed securities in
agency mortgage-backed securities and of rolling over maturing Treasury securities at
auction. The Committee currently expects to begin implementing a balance sheet
normalization program this year, provided that the economy evolves broadly as
anticipated. This program, which would gradually reduce the Federal Reserve’s
securities holdings by decreasing reinvestment of principal payments from those
securities, 1s described in the accompanying addendum to the Committee’s Policy

Normalization Principles and Plans.
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All participants agreed to augment the Committee's Policy Normalization Principles and Plans by
providing the following additional details regarding the approach the FOMC intends to use to
reduce the Federal Reserve's holdings of Treasury and agency securities once normalization of the
level of the federal funds rate is well under waly.1

¢ The Committee intends to gradually reduce the Federal Reserve's securities holdings by
decreasing its reinvestment of the principal payments it receives from securities held in the
System Open Market Account. Specifically, such payments will be reinvested only to the
extent that they exceed gradually rising caps.

o For payments of principal that the Federal Reserve receives from maturing Treasury
securities, the Committee anticipates that the cap will be $6 billion per month initially
and will increase in steps of $6 billion at three-month intervals over 12 months until it
reaches $30 billion per month.

o For payments of principal that the Federal Reserve receives from its holdings of
agency debt and mortgage-backed securities, the Committee anticipates that the cap
will be $4 billion per month initially and will increase in steps of $4 billion at three-
month intervals over 12 months until it reaches $20 billion per month.

o The Committee also anticipates that the caps will remain in place once they reach
their respective maximums so that the Federal Reserve's securities holdings will
continue to decline in a gradual and predictable manner until the Committee judges
that the Federal Reserve is holding no more securities than necessary to implement
monetary policy efficiently and effectively.
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