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DISCLAIMER
The views expressed are my own 
and not necessarily those of the 

Federal Reserve Bank of 
Minneapolis or the Federal 

Reserve System

minneapolisfed.org



3

TODAY’S TALK
1.Brief primer on Federal Reserve

• Hamilton to the present

2.The economic outlook

• Slower growth; downside risks

3.Key monetary policy issues

• What is appropriate policy?

4.The Fed’s broader economic role

• Promoting a stronger economy for all
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 Central bank of the United States
 Established by act of Congress in 1913

 Two previous U.S. central banks:
 First Bank of the United States (1791-1811)

Promoted by Alexander Hamilton,
the first Secretary of the Treasury

Second Bank of the United States (1816-1836)
Ended when President Andrew Jackson 
vetoed reauthorization of the bank

FEDERAL RESERVE SYSTEM
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 Supervise and regulate banks
Mainly large bank holding companies:
JPMorgan Chase, Wells Fargo, Goldman Sachs, Citigroup

 Provide financial services
Manage (“clear”) financial payments
 Help banks meet short-term demands for cash
 “Lender of last resort”

 Set monetary policy

RESPONSIBILITIES OF THE FEDERAL 
RESERVE SYSTEM
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STRUCTURE OF THE FEDERAL 
RESERVE SYSTEM

BOG Chair, Jerome Powell

12 “District” 
banks carry out 
operating duties 
of Federal Reserve

Monetary 
policy
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FEDERAL RESERVE DISTRICTS
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MINNEAPOLIS FED’S NINTH DISTRICT

The Minneapolis Fed’s job is to:
• Supervise banks and offer financial services in this 

District
• Monitor developments in this regional economy
• Represent the interests of the Ninth District when 

monetary policy is set in Washington D.C. eight times per 
year
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Board of Governors 
7 Governors = 7 votes 
2 seats currently unfilled

District Bank presidents
= 5 votes
• NY Fed permanent vote
• 4 rotating votes among 

remaining 11 District 
Banks

Minneapolis Fed President 
Neel Kashkari is voting 
2020

FOMC = 7 + 1 + 4
Currently: 5 + 1 + 4

FEDERAL OPEN MARKET COMMITTEE
(12 VOTING MEMBERS)
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FEDERAL OPEN MARKET COMMITTEE
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MONETARY POLICY: THE DUAL 
MANDATE

• In 1977, Congress directed the Board of Governors of the Federal 
Reserve System and the Federal Open Market Committee to set 
monetary policy in order to promote the goals of:
• “maximum employment” – difficult to define/measure

• “stable prices” – 2 percent PCE inflation

• Known as the “dual mandate”
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GAUGING SUCCESS ON THE DUAL 
MANDATE

Maximum employment: are labor markets at or beyond 

(“overheating”)?

Price stability: is inflation consistent with 2 percent symmetric 

inflation target?
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REAL GDP
P E R C E N T C H A N G E
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OUTLOOK: STRENGTHS, 
WEAKNESSES AND RISKS 

1. Strengths: labor markets, consumer spending, housing

2. Weaknesses: business investment, manufacturing, 
agriculture 

3. Economy-wide risks:
• Global slowdown
• Trade
• Geopolitical
• Coronavirus
• Financial
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UNEMPLOYMENT RATE
P E R C E N T
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EMPLOYMENT-POPULATION AND LABOR FORCE 
PARTICIPATION RATIOS

2 5 - 5 4 ,  P E R C E N T
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LABOR COST
1 2 - M O N T H  P E R C E N T C H A N G E



19

PCE INFLATION
1 2 - M O N T H  P E R C E N T C H A N G E
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GAUGING SUCCESS ON THE DUAL 
MANDATE

Maximum employment: are labor markets at or beyond 

(“overheating”)? –maybe not

Price stability: is inflation consistent with 2 percent symmetric 

inflation target? –no; inflation running persistently low
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• Slower growth; downside risks

3.Key monetary policy issues
• What is appropriate policy?

4.The Fed’s broader economic role

• Promoting a stronger economy for all
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MONETARY POLICY IS ON PAUSE

Policy rates lowered three times in 2019

Current policy stance viewed as appropriate 
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FEDERAL FUNDS TARGET RATE
P E R C E N T
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FEDERAL FUNDS TARGET RATE
P E R C E N T
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KEYS ISSUES FOR 2020

1. How will economy evolve?

2. How/when should policy respond?
• Chair Powell, 12/11/2019: “I would want to see . . . a significant move 

up in inflation that's also persistent before raising rates to address 
inflation concerns.”
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10-YR GOVERNMENT BOND YIELD
E O P,  P E R C E NT
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EFFR BY RECESSION

W S J :  I N  T H E  N E X T  D O W N T U R N ,  F I S C AL P O L I C Y M AY H AV E  TO  
S T E P U P 

D E C  8 ,  2 0 1 9  /  N I C K  T I M I R AO S
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BROADER ROLE OF FED:
PROMOTE SOUND POLICY



30



31



32



33



34

Mission
We support the prosperity of Native Nations 
through actionable research and community 
collaboration.
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THANK YOU!
QUESTIONS?
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U.S. TREASURY YIELDS
P E R C E N T
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SLOPE OF U.S. TREASURY YIELD CURVE
1 0 - YE A R  M I N U S  2 - YE A R  ( P E R C E N T )


	Slide Number 1
	disclaimer
	Today’s Talk
	Slide Number 4
	Slide Number 5
	Structure of the Federal Reserve System
	Federal reserve districts
	Minneapolis Fed’s Ninth District
	Federal open market committee�(12 voting members)
	Federal Open Market Committee
	Monetary policy: the dual mandate
	Gauging Success on the Dual mandate
	Today’s Talk
	Slide Number 14
	Outlook: Strengths, Weaknesses and risks 
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Gauging Success on the Dual mandate
	Today’s Talk
	Monetary policy is on pause
	Slide Number 23
	Slide Number 24
	Keys issues for 2020
	10-yr government bond yield�eop, percent
	EFFR BY Recession��WSJ: In the Next Downturn, Fiscal Policy May Have to Step Up �Dec 8, 2019 / Nick Timiraos
	Today’s Talk
	Broader role of fed:�promote sound policy
	Slide Number 30
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	Slide Number 38
	Slide Number 39

