
We expect the Fed to raise rates gradually in 2016, before 
moving to faster hikes as the forces for going slow fade... 
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potential growth growth rises 

Tightening given 
• Tightening continues 

dollar strength, higher 
but at lower rate 

rates 

• Fed committed to • After a few hikes, 

L 

Other gradual hikes arguments for 
• Slow tightening to continuing slow less 

avoid recession** compelling 

"sr 
Pace of 

L Low hikes Slow and gradual 
More rapid. to 

ward-off inflation 

8 
Notes. (5 Theoretical policy rate that keeps economy at full employrneM and inflation on target. A 
higher neutral rate requires more hares in the same period of li ne. (—) Al zero rates, easing options 
are more limited, so the Fed needs lo be more cautious as it raises Fates. 
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