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Minutes of the Federal Open Market Committee on October 09, 2024

September 17, 2024, 0.am and continued on Wednesday, September 18, 2(

d nota |yo ot the period. driven by weaker-than-expected data

specially the July report in early Augy d policy
communications that were seen as affirming expectations that a reduction in policy
restraint would begin at this meeting. The decline in nominal yields over the period was
primarily attributable to lower expected real yields, but measures of inflation
compensation declined as well. Broad equity prices finished the period modestly higher,
while credit spreads had come off the very tight levels seen earlier this year but were
still narrow by historical standards. Overall, risky asset prices were compatible with
continued economic expansion

he manager also discussed the brief episode of elevated market volatility in early
August That episade saw some large moves in U.5. and foreign equity indexes. equity-
implied volatiities, the dollar-yen exchange rate, and Treasury yields. These sharp
moves appeared to be the result of a rapid unwinding of some speculative trading
positions induced by unrelated events—such as the unexpectedly inflation-focused

f10m the Bank of lanan (BOJ in late luly and the weaker-th,

-
® EWiE Chat a v fal Q

July

lopments in financial markets. Financial
conditions eased modestly over the intermeeting period, reflecting lower long-term
interest rates and higher equity prices. The manager noted that current financial
conditions Jpprmrd to be mov\dmg neither a headwind nor tailwind to growth.

: ned over the period, with shorter-term yields having
decreased by more than longer-term yields, leading to a steepening of the yield cur
Treasury yields remained sensitive to surprises in economic data.particularly consumer
price index releases and employment reports. While near-term inflation compensation
fell over the intermeeting period, longer-term forward measures were little changed.
Measures of inflation expectations obtained from term structure models were modestly
lower. The policy rate path derived from futures prices and the modal path derived from
options prices both declined over the intermeeting period and had come into dloser
alignment with the median of the modal responses from the Open Market Desk's Survey
of Primary Dealers and Survey of Market Participants. Policy expectations, however
measured, pointed to a first rate cut at the September FOMC meeting, at least one more
cut later in the year, and further policy easing next year.
1n the equity markets_the hioh erceived likelihaod of 2 Seotember cut in the target
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