Original
Even by the standards of a market that has in recent years gotten increasingly good at pricing in and predicting Fed
actions — something the Fed usually views as favorable — the current meeting was especially low on fireworks.
That's in large part because central bank officials, ranging from Alan Greenspan to the various bank presidents, have
all signaled the same theme in recent weeks — namely, that while the recovery from recession is here, there remains
considerable uncertainty about the scope of the rebound.
The economic data, mixed as it’s been, has told the same story. Consumers have continued to spend, and the end of
last year's heavy inventory cutting gave a healthy hop to first quarter growth.
Bur the labor market continues to be problematic. And while the Fed does not target stock valuations as part of its
policy deliberations, equity performance has been disma and corporate profits show few signs of improving from
their currently troubled status. Nor has the critical sector of business investment yet shown a move to improve.
In these circumstances, the Fed has the reasons to keep interest rates low, and it is also fortunate enough to have the
room to keep the fed funds target rate at levels last seen in the early 1960s.
Price pressures are decidedly benign, and a government report Tuesday showed productivity exploded at a 8.6%
annualized rate in the first quarter.
Productivity isthe special sauce allowing businesses to squeeze profits out of an environment where they cannot raise

prices.
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