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{ re—emerging risk—averse trend )
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[Although the federal funds rate is likely to remain exceptionally low for an
extended period, as the expansion matures, the Federal Reserve will at some point

need to begin to tighten monetary conditions to prevent the development of




inflationary pressures. Notwithstanding the substantial increase in the size of
its balance sheet associated with its purchases of Treasury and agency securities,
we are confident that we have the tools we need to firm the stance of monetary policy

at the appropriate time. ]
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[To discourage banks from relying on the discount window rather than private funding
markets for short—-term credit, last week we also increased the discount rate by
25 basis points, raising the spread between the discount rate and the top of the
target range for the federal funds rate to 50 basis points. These changes, like
the closure of most of the special lending facilities earlier this month, are in
response to the improved functioning of financial markets, which has reduced the
need for extraordinary assistance from the Federal Reserve. These adjustments are
not expected to lead to tighter financial conditions for households and businesses
and should not be interpreted as signaling any change in the outlook for monetary
policy, which remains about the same as it was at the time of the January meeting

of the FOMC|

{ Will global markets start to treat Japan as the next Greece? )
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relatively sanguine about Tokyo s massive pile of government debt. But that attitude
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could be tested over the next three months, as Japan' s new center—left government
nears a self-imposed June deadline for crafting a plan to get its fiscal house in
order. Out—of-control sovereign debt is what plunged Greece into crisis. |
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{ have a nice week )
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