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[Financial conditions have become less supportive of economic growth on balance
largely reflecting developments abroad] T& 5., [developments abroad] &1tz —
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[Release Date: June 23, 2010

For immediate release

Information received since the Federal Open Market Committee met in April
suggests that the economic recovery is proceeding and that the labor market is
improving gradually. Household spending is increasing but remains constrained
by high unemployment, modest income growth, lower housing wealth, and tight credit.
Business spending on equipment and software has risen significantly; however,
investment in nonresidential structures continues to be weak and employers remain
reluctant to add to payrolls. Housing starts remain at a depressed level. Financial
conditions have become less supportive of economic growth on balance, largely
reflecting developments abroad. Bank lending has continued to contract in recent
months. Nonetheless, the Committee anticipates a gradual return to higher levels
of resource utilization in a context of price stability, although the pace of
economic recovery is likely to be moderate for a time.

Prices of energy and other commodities have declined somewhat in recent months,
and underlying inflation has trended lower. With substantial resource slack
continuing to restrain cost pressures and longer—term inflation expectations
stable, inflation is likely to be subdued for some time.

The Committee will maintain the target range for the federal funds rate at 0O

to 1/4 percent and continues to anticipate that economic conditions, including



low rates of resource utilization, subdued inflation trends, and stable inflation
expectations, are likely to warrant exceptionally low levels of the federal funds
rate for an extended period.

The Committee will continue to monitor the economic outlook and financial
developments and will employ its policy tools as necessary to promote economic

recovery and price stability. |
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[4. But serious challenges remain. While growth is returning, the recovery
is uneven and fragile, unemployment in many countries remains at unacceptable
levels, and the social impact of the crisis is still widely felt. Strengthening
the recovery is key. To sustain recovery, we need to follow through on delivering
existing stimulus plans, while working to create the conditions for robust private
demand. At the same time, recent events highlight the importance of sustainable
public finances and the need for our countries to put in place credible, properly
phased and growth-friendly plans to deliver fiscal sustainability,
differentiated for and tailored to national circumstances. Those countries with
serious fiscal challenges need to accelerate the pace of consolidation. This
should be combined with efforts to rebalance global demand to help ensure global
growth continues on a sustainable path. Further progress is also required on
financial repair and reform to increase the transparency and strengthen the
balance sheets of our financial institutions, and support credit availability
and rapid growth, including in the real economy. We took new steps to build a
better regulated and more resilient financial system that serves the needs of
our citizens. There is also a pressing need to complete the reforms of the

international financial institutions. |
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[ Recognizing the circumstances of Japan, we welcome the Japanese
government’s fiscal consolidation plan announced recently with their growth

strategy. |
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