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The forward guidance overall slowed the response of the Fed on the inflation problem, to some extent.
HEE JI0/EATF CiF0] IEZ0/M IS £EE YT EZE =HLC)

K AL

Question is why did they delay their response. In retrospect it was a mistake and / think they agree it was a
mistake
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Did not want to shock the market. Give as much warning as possible. That gradualism was one of the
reasons why the Fed didn’t respond to the inflation pressure more quickly
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Early 2027 after the American rescue plan, Fed could have responded at that point but there was some
slack. Unemployment rate was close to 6%, number of people working was well below where it was before
the pandemic
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Because of the pandemic with a lot of people staying home, unemployment rate or the number of jobs may

not be a good indicator of whether the labour market is hot or not
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Other issue: Supply chain. issue thought it would be transitory. The Fed believed that these factors would
solve themselves over time
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