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The decision of the Federal Reserve to keep buying $85 billion 2 month in bonds
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appears on a television

screen Wednesday on the floor of the New York Stock Exchange. HICHARD DREWIAP

FED MAINTAINS
STIMULUS

Monthly $85 billion bond purchases to continue
until there’s ‘more evidence’ of economic vitality

By Paul Davidson
USA Tadsy

The Federal Reserve agreed
Wednesday not to pare back its
extraordinary stimulus, citing
arecent slowdown in the hous-
ing recovery and federal
spending cuts,

In & statement after a two-
day meeting, the Fed said it
would continue to purchase
$85 billion a month in Treasury
bonds and mortgage-backed
securities to hold down long-
term interest rates and stimu-
late economic growth.

The move was widely ex-
pected after Fed policymakers
stunned financial markets last
month by putting off a reduc-
tion in purchases amid only
mpdest improvement in em-
ployment and a budget battle in
Congress.

The Fed said Wednesday
that “the housing sector slowed
somewhat in recent months.”
Mortgage rates have risen

from 3.35 percent in May, when
the Fed signaled that it
may soon rein in its bond-buy-
ing, to 4.13 percent recently. A
report this week showed pend-
ing home sales dipped recently.

The Fed also tempered its

view of the labor market, say-
ing jt has shown “some further
improvement.” In September,
it simply cited “further im-
provement.” And Fed policy-
makers reiterated that budget
cuts are “restraining g r

In the end, the Fed said, it
“decided fo await more evi-
dence that (economic) pro-
gress will be sustained before
adjusting the pace of its pur-
chaseg.”

The state of the economy
has become more precarious
since the Fed's last meeting in
September. The budget debate
led te a 16-day partial govern-
ment shutdown that some econ-
omists say cut fourth-quarter
economic growth by about half
a percentage peint, A standoff

wver raising the mnation’s bor-
rowing authority spawned un-
certainty among businesses
that further dampened capital
investment and growth,

. The specter of another bud-
get deadlock looms in two
months because Congress vat-
ed to fund the government only
until mid-January and raise the
debt ceiling until February,

Meanwhile, the shutdown
dried up the flow of economic
data on which the Fed relies to
make policy decisions, The re-
ports released since it ended
generl :1]1:Jli h;v; been e weak: Em-
ployers added a disappointing
148,000 jobs in Se pptg]rﬁhe!‘,
though the unemployment rate
felltoa five-year low of 7.2 per-
cent from 7.3 percent.

And while construction
spending rose solidly in Au-
gust, consumer confidence fell
sharply this month and a key
measure of business orders for
durable goods such as cars and
appliances fell in September.




