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Minutes of the Federal Open Market CommitteeDecember 13-14, 2016

Variable

2016 2017 2018 2019
Longer

run
2016 2017 2018 2019

Longer

run
2016 2017 2018 2019

Longer

run

Change in real GDP 1.9 2.1 2.0 1.9 1.8 1.8 - 1.9 1.9 - 2.3 1.8 - 2.2 1.8 - 2.0 1.8 - 2.0 1.8 - 2.0 1.7 - 2.4 1.7 - 2.3 1.5 - 2.2 1.6 - 2.2

September projection 1.8 2.0 2.0 1.8 1.8 1.7 - 1.9 1.9 - 2.2 1.8 - 2.1 1.7 - 2.0 1.7 - 2.0 1.7 - 2.0 1.6 - 2.5 1.5 - 2.3 1.6 - 2.2 1.6 - 2.2

Unemployment rate 4.7 4.5 4.5 4.5 4.8 4.7 - 4.8 4.5 - 4.6 4.3 - 4.7 4.3 - 4.8 4.7 - 5.0 4.7 - 4.8 4.4 - 4.7 4.2 - 4.7 4.1 - 4.8 4.5 - 5.0

September projection 4.8 4.6 4.5 4.6 4.8 4.7 - 4.9 4.5 - 4.7 4.4 - 4.7 4.4 - 4.8 4.7 - 5.0 4.7 - 4.9 4.4 - 4.8 4.3 - 4.9 4.2 - 5.0 4.5 - 5.0

PCE inflation 1.5 1.9 2.0 2.0 2.0 1.5 1.7 - 2.0 1.9 - 2.0 2.0 - 2.1 2.0 1.5 - 1.6 1.7 - 2.0 1.8 - 2.2 1.8 - 2.2 2.0

September projection 1.3 1.9 2.0 2.0 2.0 1.2 - 1.4 1.7 - 1.9 1.8 - 2.0 1.9 - 2.0 2.0 1.1 - 1.7 1.5 - 2.0 1.8 - 2.0 1.8 - 2.1 2.0

Core PCE inflation4 1.7 1.8 2.0 2.0 1.7 - 1.8 1.8 - 1.9 1.9 - 2.0 2.0 1.6 - 1.8 1.7 - 2.0 1.8 - 2.2 1.8 - 2.2

September projection 1.7 1.8 2.0 2.0 1.6 - 1.8 1.7 - 1.9 1.9 - 2.0 2.0 1.5 - 2.0 1.6 - 2.0 1.8 - 2.0 1.8 - 2.1

Memo: Projected appropriate policy path

Federal funds rate 0.6 1.4 2.1 2.9 3.0 0.6 1.1 - 1.6 1.9 - 2.6 2.4 - 3.3 2.8 - 3.0 0.6 0.9 - 2.1 0.9 - 3.4 0.9 - 3.9 2.5 - 3.8

September projection 0.6 1.1 1.9 2.6 2.9 0.6 - 0.9 1.1 - 1.8 1.9 - 2.8 2.4 - 3.0 2.8 - 3.0 0.4 - 1.1 0.6 - 2.1 0.6 - 3.1 0.6 - 3.8 2.5 - 3.8

Median Central tendency Range



10 2500
2.5 4 2016 12 6.9

U- 6 ñU-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 marginally 

attached to the labor force ò Department of Labor

8

U-6 9.2

2016/12

4.7

2016/12



FRB GDP
2.5

9



GDP
10 (2.5

2 3

10

2016/4Q



GDP GDP
GDP2.0%

GDP

11



GDP

2008/ 4Q- 09/ 4Q  GDP Gap - 5.46 ( 0.87
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0.8858
0.784642
0.779514
0.629582
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2 121.3093 60.65466 153.0238 9.84E-29

84 33.29541 0.396374

86 154.6047

t 

-3.67915 0.086445 -42.5608 1.27E-58

GDP gap (CBO) -0.15908 0.036789 -4.32421 4.19E-05

-0.1347 0.007928 -16.9918 6.52E-29
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SEC. 122. BALANCE-OF-PAYMENTS AUTHORITY.

(a) Whenever fundamental international payments problems require special import measures 

to restrict importsð

(1) to deal with large and serious United States balance of-payments deficits,

(2) to prevent an imminent and significant depreciation of the dollar in foreign exchange 

markets, or

(3) to cooperate with other countries in correcting an international balance-of-payments 

disequilibrium,

the President shall proclaim, for a period not exceeding 150 days (unless such period is 

extended by Act of Congress)ð

(A)a temporary import surcharge, not to exceed 15 percent ad valorem, in the form of duties 

(in addition to

those already imposed, if any) on articles imported into the United States;

(B) temporary limitations through the use of quotas on the importationof articles into the 

United States; or

(C) both a temporary import surcharge described in subparagraph (A) and temporary 

limitations described in subparagraph (B)
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The Trade Act 1974, section 301

TITLE III ðRELIEF FROM UNFAIR TRADE PRACTICES

CHAPTER 1ðENFORCEMENT 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.ð

(1) If the United States Trade Representative determines under section 304(a)(1) thatð

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

(B) an act, policy, or practice of a foreign countryð(i) 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 AUTHORITY.ð

the Trade Representative is authorized toð

(A) suspend, withdraw, or prevent the application of, benefits of trade agreement concessions to carry out a

trade agreement with the foreign country referred to in such subsection;

(B) impose duties or other import restrictions on the goodsof, and, notwithstanding any other provision of law, 

fees or restrictions on the services of, such foreign country for such time as the Trade Representative determines 

appropriate;

(C)(D)
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CBO The Budget and Economic Outlook 2017- 2027
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CBO, The Budget and Economic 

Outlook 2017-2027
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border tax
1 5 WSJ
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But the price changes that I have described would never happen in practice because the 

dollarôs international value would automatically rise by enough to eliminate the 

increased cost of imports and the reduced price of exports. 

Hereôs 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 learns, a countryôs 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 that ñimports minus exports equals investment minus savingsò is not 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 wouldnôt change U.S. national saving or investment, it 

cannot change the size of the trade deficit. 
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