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Figure 5: Performance of Inflation Makeup Strategies at the ELB in a Severe Recession:
RANK versus HAN!
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2019-2020 Review: Overview

In 2019, the Federal Reserve launched its first-ever
comprehensive and public review of the monetary policy
framework—the strategy, tools, and comr ] —it
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Figure 3. The Performance of Average Inflation Targeting Rules across Models
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employs to achieve its congressionally mandated goals of
maximum employment and price stability. At the time the Fed
announced its review, employment and inflation were near the
Fed's objectives, making it a good time to step back and consider
whether the U.S. monetary policy framework could be improved
to better meet future challenges.

Moreover, good institutional practice suggests that routine self-
evaluation is healthy for any organization. For the Fed, however,
a fresh look had become particularly important because changes
in the economic environment suggested that revisions to the
existing framework could be helpful to policymakers in
addressing future challenges. In particular, the neutral level of the

Fed Listens: Perspectives from
the Public (PDF)
June 12, 2020

Conference on Monetary Policy
Strategy, Tools, and
Communication Practices (A Fed
Listens Event)

June 4-5,2019

Federal Reserve Bank of Chicago

federal funds rate (the Fed's policy interest rate)—the level that keeps the economy on an even keel when
employment and inflation are close to their objectives—appears to have fallen in the United States and abroad.
This decline increases the risk that the policy rate will fall to its effective lower bound near zero, thus constraining
the ability to support the economy through reductions in the federal funds rate and, consequently, increasing
risks that employment and inflation will fall below levels consistent with the dual mandate goals.

The review took the Federal Reserve's statutory mandate as given as well as the FOMC's previously articulated
longer-run inflation objective of 2 percent. The review process featured three key components:
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Cumulative Deaths per 100,000 people

(Monthly Output)
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Cumulative Deaths per 100,000 people
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Prefecture Vol Prefecture Vol Prefecture VoL
Shimane 730.4 Kochi 36.0 Aichi 21.3
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57.9 128.5 285 4.2 176.9
TILIF202IM6ETDT—Z [TED

37



Figure: Hypothetical outcomes
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