Fed holds rates at record lows amid Europe crisis
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WASHINGTON — The Federal
Reserve indicated that Europe’s
debt crisis poses a risk to the 1S,
ecanomy and pledged to hold rates
at record lows thmake sure the
recovery stays on track.

Wrapping up a two-day meeting
Wednesday, the Fed ina 81 decision
retaned its pledge to hold rates at
rectift-low levels for an “extended
period.” Doing 5o will energize the
rebotind.

[ therecovery will stay intact despite
| headwinds from abroad and at
heme, But Chairman Ben Bernanke

fw

anl his colleapues shuck amaore
the strength of the
rebotmd.

The Fed aaid the

“proceeding.” That
was a bif less upbeat
that at Its last mesting
in April when the Fed
continued to “strength-
en,” The Fed also said the Iabor
market i5 “improving gradualiy”
While not mentioning Europe by
namie, the Fed said “financial condi-
tions have become less supportive
of ecomomic growth ... largely
reflecting developments abroad.”

Bernanke

ECONOMIC recovery is

Stock investors had little reaction
to the news. The Dow Jones indus-
trial average feil about 10 points
after heing relatively flat beftyre the
ANNOUNCEmEnt,

The decision to keep rates at
record lows bopsted demand for

safe-haven assets like Treasurys,

sending interest rates lower: The
yield on the W-vear Treasury note,
a widely used benchmark for mort-
gages and other consumer loans,
feli to 3,13 percent from 325 percent
late Tuesday The 10-year note hasn't
closed at that level in more than a
vear: Rates had already fallen earlier
in theday after the povertument said
new-home sales dropped 33 peroent

last month.
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