Despite substantial progress towards its targets since the crisis,
Fed policy remains extremely accommodative

Policy is its furthest from normal on record even as the Fed nears ils
targets on unemployment and inflation
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Fed has made considerable progress on its dual
mandate
- Headline inflation is low due to transitory factors
and core inflation is firmer
— Labour market is at full employment
Yet, Fed policy has remained stuck at “crisis” levels
- Fed funds rate still near zero
- Fed'’s balance sheet expanded to ~$4.5tn, more
than five times its pre-crisis level
As a resull, current monetary policy is the furthest
from normalised policy on record
The Fed has explained this divergence from normal
policy in a number of ways
- QOther measures of labour market slack are
elevated (e.g., high part-time employment)
- Headwinds have significantly reduced the
neutral fed funds rate since the financial crisis
- Greater risk is hiking too early at 0% rates
While these considerations continue to support
gradual rate hikes, they no longer justify near-zero
rates
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