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Minutes of the Federal Open Market Committe« December 13-14, 2016

FRB

Variable Median Central tendency Range

2016 | 2017| 2018 2019 L?Bge 2016 | 2017 | 2018 | 2019 L?Bger 2016 | 2017 | 2018 | 2019 L?Bger
ChangeinrealGDP | 1.9 | 21| 20| 19| 1.8 |18-19/19-23]| 1.8-22[18-20] 1.8-2.0{1.8-2.01.7-2417-2315-2.216-22
September projection | 1.8 | 20| 20 | 18| 1.8 |1.7-19/19-22] 1.8-2.1{1.7-20] 1.7-2.0{1.7-2.01.6-2515-2316-2.216-2.2
Unemploymentrate | 4.7 | 45| 45 | 45| 48 |47-48|45-46|43-47/43-4847-50(47-4844-4742-4741-4845-50
September projection | 4.8 | 4.6 | 45 | 46 | 48 |47-49|45-47| 44-47|44-4847-50(47-494.4-4843-4942-5045-50
PCE inflation 15|19 20| 20| 20| 15 |17-20{19-20[20-21] 20 [15-1617-2018-22418-22 2.0
September projection | 1.3 | 1.9 | 20 | 20 | 20 |1.2-1.4/17-19| 1.8-20[19-20] 20 [1.1-1.715-2.018-2018-2.1 2.0
Core PCE inflation4 | 1.7 | 1.8 | 2.0 | 2.0 17-18]/1.8-1.9[ 1.9-20] 20 16-1.81.7-2.018-2218-2.2
September projection | 1.7 | 1.8 | 2.0 | 2.0 16-18/1.7-1.9/ 1.9-2.0| 20 15-2.001.6-2.018-2.01.8-2.1
Memo: Projected appropriate policy path
Federal funds rate 06 | 14| 21| 29| 30| 06 [11-16/19-26/24-33/28-30] 06 [09-2109-3409-3925-38
September projection | 0.6 | 1.1 | 1.9 | 2.6 | 29 |06-09|11-18| 1.9-2.8/24-3.0] 28-3.0{04-1.106-2.10.6-3.10.6-3.825-38
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U-6 AU-6 Total unemployed, plus all persons marginally attached to the labor force, plus total
employed part time for economic reasons, as a percent of the civilian labor force plus all persons marginall
attached to the labor force Department of Labor
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SECA.22 BALAOGKPEAYMENTS AUTHORI TY.

(a) Whenever fundament al i nternational pay
to rest®d®ict 1 mports

(1) to deal with | arge anglaymentou sd &ii ¢ ietds ,S
(2 to prevent an I mminent and significant
mar ket s, or

3 to cooperate with other couvrHpraiyense nitns c o
di sequilibrium,

the President shall pr olcSldaiym, (fumd esd sp smicdd
extended by Act of Congress)

(A temporary 1 mport 1 %$wenrcarvgae ,o rneont, tion etxhce
(in addition to

those already i mposed, i f any) on articles
( B)emporary | i mitations through &aheiaobesoi
Uni ted States; or

(C) both a temporary i1 mport surcharge desc
| i mitations described in subparagraph (B)

15



The Trade Act1974 section301

TITLE Il 8 RELIEF FROM UNFAIR TRADE PRACTICES

CHAPTER 10 ENFORCEMENT OF UNITED STATES RIGHTS UNDER TRADE AGREEMENTS
AND RESPONSE TO CERTAIN FOREIGN TRADE PRACTICES

SEC.301 ACTIONS BY UNITED STATES TRADE REPRESENTATIVE.

(a) MANDATORY ACTION.O

(1) If the United States Trade Representative determines under sg@d{ai(l) thad

(A) the rights of the United States under any trade agreement are being denied; or

(B) an act, policy, or practice of a foreign cou#tr) violates, or is inconsistent with, the provisions
of, or otherwise denies benefits to the United States under, any trade agreement, or (ii) is unjustifiable and
burdens or restricts United States commerce;

the Trade Representative shall take action authorized in subsection (c)

(c) SCOPE OF AUTHORITYW
the Trade Representative is authorizedl to
(A) suspend, withdraw, or prevent the application of, benefits of trade agreement condessaonysout a
trade agreement with the foreign country referred to in such subsection;
(B) impose duties or other import restrictions on the gafdand, notwithstanding any other provision of law,
fees or restrictions on the services of, such foreign country for such time as the Trade Representative determi
appropriate;
(C)(D)
16
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Figure 1-1. CBO, The Budget and Economic

Total Deficits and Surpluses Outlook2017%2027

Percentage of Gross Domestic Product
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border tax
1 5 WSJ

But the price changes that | have described would never happen in pbactcese the
dollar & international value would automatically rise by enough to eliminate the
increased cost of imports and the reduced price of exports.

Here® why. If the exchange rate remained unchanged, the higher price of U.S. imports
would reduce the U.S. demand for imports and the lower dollar price of U.S. exports
would raise the foreign demand for American exports. That combination would reduce the
existing U.S. trade deficit.

But as every student of economics leamspuntry@ trade deficit depends only on the
difference between total investment in the country and the saving done by its

households, businesses and government

This textbook rule thalimports minus exports equals investment minus sawiisgsot a
theory or a statistical regularity but a basic national income accounting identity that holds
for every country in every year.

Since a border tax adjustment wouldi@ change U.S. national saving or investment, it
cannot change the size of the trade deficit.
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