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Suppost THAT THe FeDerRAL ReSERVE HAS A 2% TARGET ON INFLATION. [F ACTUAL INFLATION IS 1%, THEN THE Fep
FACES A SET OF COMPLEX POLICY DECISIONS AND IMPLICATIONS FOR THE ECONOMY. UNDERSTANDING THE FEDERAL RESERVE’S
INFLATION TARGETING FRAMEWORK, THE CAUSES AND EFFECTS OF DEVIATIONS FROM THE TARGET, AND THE APPROPRIATE POLICY
RESPONSES IS ESSENTIAL TO GRASP THE BROADER ECONOMIC CONTEXT. IN THIS ARTICLE, WE EXPLORE WHAT IT MEANS WHEN
ACTUAL INFLATION FALLS BELOW THE TARGET, THE TOOLS THE FED USES TO ADDRESS INFLATION GAPS, AND THE POTENTIAL
CONSEQUENCES FOR ECONOMIC GROW TH, EMPLOYMENT, AND FINANCIAL MARKETS.

UUNDERSTANDING THE FEDERAL RESERVE’S INFLATION T ARGET

THe PURPOSE OF INFLATION T ARGETING

THE FEDERAL RESER\/E, THE CENTRAL BANKING SYSTEM OF THE UNITED STATES, AIMS TO PROMOTE MAXIMUM EMPLOYMENT,
STABLE PRICES, AND MODERATE LONG~-TERM INTEREST RATES. To ACHIEVE THESE GOALS, THE FED HAS ADOPTED AN INFLATION
TARGET—COMMONLY SET AT QO/O_AS A BENCHMARK FOR PRICE STABILITY. THIS TARGET HELPS ANCHOR INFLATION
EXPECTATIONS, REDUCE UNCERTAINTY, AND PROVIDE A CLEAR POLICY FRAMEW ORK.

WHY 2 o/o.P

THE CHOICE OF A 20/0 INFLATION TARGET IS BASED ON MULTIPLE CONSIDERATIONS:
® ALLOWING FOR SOME PRICE FLEXIBILITY, WHICH CAN FACILITATE RELATIVE PRICE ADJUSTMENTS.
® REDUCING THE RISK OF DEFLATION, WHICH CAN BE DAMAGING TO ECONOMIC GROW TH.

® PROVIDING ROOM FOR NOMINAL INTEREST RATE ADJUSTMENTS TO RESPOND TO ECONOMIC SHOCKS.

IMPLICATIONS OF ACTUAL INFLATION BEING 1%

UNDERSTANDING THE INFLATION GAP

W/HEN ACTUAL INFLATION IS 1%, WHICH IS BELOW THE 2% TARGET, THE ECONOMY EXPERIENCES AN INFLATION GAP OF - 1%,
THIS GAP INDICATES THAT PRICES ARE RISING MORE SLOWLY THAN DESIRED, SIGNALING POTENTIAL SLACK IN THE ECONOMY.

CAUSES oF BELOW-T ARGET INFLATION

SEVERAL FACTORS CAN CONTRIBUTE TO INFLATION BEING BELOW THE TARGET:
® \WEeAk DEMAND: CONSUMERS AND BUSINESSES MAY BE SPENDING LESS, LEADING TO SUBDUED PRICE INCREASES.
o GLOBAL DEFLATIONARY PRESSURES: INTERNATIONAL TRENDS CAN INFLUENCE DOMESTIC INFLATION.

® TECHNOLOGICAL ADVANCEMENTS: INNOVATIONS CAN LOWER COSTS AND PRICES, DAMPENING INFLATION.



® MONETARY POLICY LAG: PAST POLICY ACTIONS MAY TAKE TIME TO INFLUENCE INFLATION RATES.

PoLicy ResPoNSES W/HEN INFLATION Is BeLow 2%

THe FeDerAL ReserVE’s DUAL MANDATE

THE FED’S PRIMARY OBJECTIVES ARE:
1. MAXIMUM EMPLOYMENT

2. Price sTABILITY (AROUND 2% INFLATION)

\W/HEN INFLATION IS BELOW TARGET, THE FED MAY PRIORITIZE EXPANSIONARY POLICIES TO STIMULATE ECONOMIC ACTIVITY.

TooLs AVAILABLE To THE Fep

THE FED CAN EMPLOY VARIOUS MONETARY POLICY TOOLS TO INFLUENCE INFLATION:
o OpPeN MARKET OPERATIONS: BUYING GOVERNMENT SECURITIES TO INCREASE THE MONEY SUPPLY.

* LowerING THE FEDERAL FUNDS RATE: REDUCING INTEREST RATES MAKES BORROW ING CHEAPER, ENCOURAGING SPENDING
AND INVESTMENT.

o ForwWARD GUIDANCE: COMMUNICATING FUTURE POLICY INTENTIONS TO INFLUENCE EXPECTATIONS.

d QUANTITATIVE EASING: PURCHASING LONGER-TERM SECURITIES TO LOWER LONG-TERM INTEREST RATES.

ExpecTeD PoLicy AcTIoNs WHEN INFLATION Is 1%

GIVEN THE CIRCUMSTANCES, THE FED MIGHT:
® REDUCE THE FEDERAL FUNDS RATE TO NEAR-ZERO LEVELS.
® |MPLEMENT OR EXTEND QUANTITATIVE EASING PROGRAMS.

® SIGNAL A COMMITMENT TO MAINTAINING ACCOMMODATIVE POLICIES UNTIL INFLATION APPROACHES THE 20/0 TARGET.

PoTeNTIAL OUTCOMES OF THE FED’S RESPONSE

STIMULATING EcoNoMic GROWTH

BY LOWERING INTEREST RATES AND INCREASING LIQUIDITY, THE FED AIMS TO:

® ENCOURAGE BORROWING BY CONSUMERS AND BUSINESSES.



® BOOST SPENDING AND INVESTMENT.

® SUPPORT JOB CREATION AND REDUCE UNEMPLOYMENT.

INFLATION EXPECTATIONS AND CREDIBILITY

MAINTAINING A CREDIBLE COMMITMENT TO THE INFLATION TARGET IS VITAL. IF THE FED SIGNALS THAT IT WILL KEEP POLICIES
ACCOMMODATIVE UNTIL INFLATION HITS 20/0, EXPECTATIONS MAY SHIFT UPWARD OVER TIME, HELPING ACTUAL INFLATION TO
RISE.

Risks AND CHALLENGES

W/HILE EXPANSIONARY POLICIES CAN HELP RAISE INFLATION, THEY ALSO CARRY RISKS!:
o OVERHEATING THE ECONOMY: LEADING TO EXCESSIVE INFLATION IF NOT CAREFULLY MANAGED.
® ASSET BUBBLES: LOW INTEREST RATES CAN INFLATE STOCK AND REAL ESTATE PRICES UNSUSTAINABLY.

® DEBT ACCUMULATION: CHEAPER BORROWING MAY ENCOURAGE EXCESSIVE LEVERAGE.

LoNG-TErRM CONSIDERATIONS AND THE ZERO LOWER BOUND

\WHeN PoLicy RATES HIT Zero

IF THE FED HAS ALREADY LOWERED RATES CLOSE TO ZERO, FURTHER RATE CUTS ARE INEFFECTIVE, AND THE CENTRAL BANK MAY
RELY MORE HEAVILY ON UNCONVENTIONAL TOOLS LIKE QUANTITATIVE EASING.

THE RoLE oF EXPECTATIONS AND INFLATION DYNAMICS

INFLATION IS PARTLY INFLUENCED BY EXPECTATIONS. IF THE PUBLIC ANTICIPATES THAT THE FED WILL KEEP POLICIES
ACCOMMODATIVE UNTIL INFLATION REACHES 20/0, THIS CAN HELP ACTUAL INFLATION TO RISE GRADUALLY.

IMPACT ON FINANCIAL MARKETS AND CONSUMERS

STock AND BOND MARKETS

LOWER INTEREST RATES TEND TO:
e BOOST STOCK PRICES BY MAKING EQUITIES MORE ATTRACTIVE RELATIVE TO BONDS.

® | OWER BOND YIELDS, INCREASING BOND PRICES.



CONSUMERS AND BORROWERS

\W/HEN INFLATION IS BELOW TARGET AND THE FED REDUCES INTEREST RATES:
® MORTGAGE RATES AND LOAN COSTS DECREASE, ENCOURAGING HOME BUYING AND BORROWING.

® REAL INTEREST RATES MAY BECOME NEGATIVE IF INFLATION REMAINS SUFFICIENTLY LOW, INFLUENCING SAVING BEHAVIOR.

ConNcLUsION: NAVIGATING THE INFLATION GAP

W/HEN THE FEDERAL RESERVE’S INFLATION TARGET IS UNMET—AS IN THE CASE OF 19 INFLATION VERSUS A 2% GOAL—THE
CENTRAL BANK TYPICALLY RESPONDS WITH ACCOMMODATIVE MONETARY POLICIES DESIGNED TO STIMULATE DEMAND AND RAISE
INFLATION EXPECTATIONS. THIS STRATEGY AIMS TO BALANCE THE DUAL MANDATE OF PROMOTING MAXIMUM EMPLOYMENT AND
MAINTAINING PRICE STABILITY. HOWEVER, POLICYMAKERS MUST CAREFULLY CALIBRATE THEIR ACTIONS TO AVOID UNINTENDED
CONSEQUENCES LIKE ASSET BUBBLES OR RUNAWAY INFLATION ONCE THE ECONOMY OVERHEATS.

IN SUMMARY, IF THE FED OBSERVES A 1% INFLATION RATE WHEN TARGETING 2%, IT IS LIKELY TO IMPLEMENT MEASURES SUCH
AS LOWERING INTEREST RATES, ENGAGING IN QUANTITATIVE EASING, AND SIGNALING A COMMITMENT TO ACHIEVING ITS
INFLATION GOAL. THESE STEPS CAN HELP CLOSE THE INFLATION GAP GRADUALLY, SUPPORTING ECONOMIC GROW TH AND
MAINTAINING THE CREDIBILITY OF THE FEDERAL RESERVES MONETARY POLICY FRAMEWORK.

Kevyworbps: FEDERAL RESERVE, INFLATION TARGET, INFLATION GAP, MONETARY POLICY, QUANTITATIVE EASING, INTEREST
RATES, ECONOMIC GROWTH, INFLATION EXPECTATIONS, POLICY TOOLS

FREQUENTLY AsSkeD QUESTIONS

\WHAT ACTIONS MIGHT THE FEDERAL RESERVE TAKE IF ACTUAL INFLATION IS BELOW ITS
2% TARGET, SUCH AS AT 1%?

THE FED MAY IMPLEMENT EXPANSIONARY MONETARY POLICIES, SUCH AS LOWERING INTEREST RATES OR PURCHASING ASSETS, TO
STIMULATE ECONOMIC ACTIVITY AND BOOST INFLATION TOWARD ITS 20/0 TARGET.

\WHY DOES THE FEDERAL RESERVE AIM FOR A 2% INFLATION RATE INSTEAD OF ZERO
INFLATION?

A 20/0 INFLATION RATE PROVIDES A BUFFER AGAINST DEFLATION, ENCOURAGES SPENDING AND INVESTMENT, AND ALLOWS FOR
MORE FLEXIBLE MONETARY POLICY ADJUSTMENTS WITHOUT RISKING ECONOMIC STAGNATION.

IF INFLATION REMAINS AT 1% WHEN THE TARGET IS 2%, HOW MIGHT THIS AFFECT THE
FeperAL RESERVE’'S FUTURE POLICY DECISIONS?

THE FED MAY CONSIDER MAINTAINING OR INCREASING ACCOMMODATIVE POLICIES, SUCH AS LOW INTEREST RATES, TO PUSH
INFLATION UPWARD, OR IT MAY ASSESS OTHER ECONOMIC INDICATORS BEFORE ADJUSTING ITS STANCE.

COULD PERSISTENT INFLATION BELOW THE 2% TARGET HARM THE ECONOMY, AND HOW
DOES THE FED RESPOND IN SUCH CASES?

YES, PROLONGED LOW INFLATION CAN LEAD TO WEAKER ECONOMIC GROWTH AND LOWER WAGES. THE FED RESPONDS BY
ADOPTING EXPANSIONARY MEASURES TO ELEVATE INFLATION TO ITS TARGET LEVEL.



\WHAT ARE THE POTENTIAL RISKS IF THE FEDERAL RESERVE OVERSHOOTS ITS INFLATION
TARGET AND INFLATION RISES ABOVE 2%?

EXCEEDING THE TARGET COULD LEAD TO HIGHER INFLATION EXPECTATIONS, REDUCED PURCHASING POWER, AND POTENTIAL
DESTABILIZATION OF THE ECONOMY, PROMPTING THE FED TO TIGHTEN MONETARY POLICY TO BRING INFLATION BACK DOWN.

ADDITIONAL RESOURCES

Suppose THAT THE FEDERAL RESERVE HAS A 29, TARGET ON INFLATION. IF ACTUAL INFLATION IS 1%, THEN THE Fep
INTRODUCTION

IN THE COMPLEX LANDSCAPE OF MODERN MONETARY POLICY, THE FEDERAL RESERVE (FED) OPERATES AS THE PRIMARY
INSTITUTION TASKED WITH MAINTAINING STABLE PRICES AND MAXIMUM EMPLOYMENT. CENTRAL TO ITS MANDATE IS THE
INFLATION TARGET, WHICH IS TYPICALLY SET AT 20/0. THIS TARGET SERVES AS A BENCHMARK FOR THE FED’S POLICY DECISIONS,
INFLUENCING INTEREST RATE ADJUSTMENTS, ASSET PURCHASES, AND OTHER MONETARY TOOLS. BUT WHAT HAPPENS WHEN
ACTUAL INFLATION FALLS BELOW THIS TARGET? SPECIFICALLY, IF THE INFLATION RATE DROPS TO ]O/o, WHAT ARE THE
IMPLICATIONS FOR THE FEDERAL RESERVE’S POLICY STANCE, CREDIBILITY, AND THE BROADER ECONOMY? THIS ARTICLE DELVES
INTO THE INTRICACIES OF THE FED’S INFLATION TARGETING FRAMEWORK, EXPLORES THE CONSEQUENCES OF SUB-TARGET
INFLATION, AND EXAMINES THE STRATEGIC CONSIDERATIONS THAT THE FED MUST NAVIGATE IN SUCH SCENARIOS.

UNDERSTANDING THE FEDERAL RESERVE’S INFLATION T ARGET

THE RATIONALE BEHIND THE 2% INFLATION T ARGET

THE CHOICE OF A 20/0 INFLATION TARGET IS ROOTED IN ECONOMIC THEORY AND HISTORICAL EXPERIENCE. A MODERATE LEVEL OF
INFLATION IS VIEWED AS BENEFICIAL FOR SEVERAL REASONS:

- PRICE STABILITY: A LOW AND STABLE INFLATION RATE HELPS CONSUMERS AND BUSINESSES MAKE LONG-TERM FINANCIAL
DECISIONS WITHOUT THE UNCERTAINTY OF RAPID PRICE CHANGES.

- AVOIDANCE OF DEFLATION: DEFLATION, OR FALLING PRICES, CAN LEAD TO DECREASED CONSUMER SPENDING, INCREASED DEBT
BURDENS, AND ECONOMIC CONTRACTION.

- FLEXIBLE MONETARY PoLICY: A POSITIVE INFLATION RATE PROVIDES ROOM FOR INTEREST RATE CUTS DURING DOWNTURNS
WITHOUT HITTING THE ZERO LOWER BOUND.

THe 2% TARGET WAS FORMALLY ADOPTED BY THE FEDERAL RESERVE IN 2012, REPLACING THE PREVIOUS DUAL MANDATE
FOCUS, TO BETTER ANCHOR INFLATION EXPECTATIONS AND PROVIDE CLEARER GUIDANCE TO MARKETS.

THE MECHANICS OF INFLATION T ARGETING

INFLATION TARGETING INVOLVES THE CENTRAL BANK ADJUSTING MONETARY POLICY TOOLS—PRIMARILY THE FEDERAL FUNDS
RATE—TO STEER INFLATION TOWARDS THE TARGET. WHEN INFLATION EXCEEDS 20/0, THE FED MAY RAISE INTEREST RATES TO
COOL THE ECONOMY;, WHEN IT FALLS BELOW, IT MAY LOWER RATES OR IMPLEMENT OTHER EXPANSIONARY MEASURES. THE GOAL
IS TO KEEP INFLATION EXPECTATIONS ANCHORED, ENSURING THAT ACTUAL INFLATION REMAINS CLOSE TO THE TARGET OVER
TIME.

IMPLICATIONS OF ACTUAL INFLATION AT 1%



EconoMic AND PoLicy CONSIDERATIONS

W/HEN THE ACTUAL INFLATION RATE DROPS TO ‘|0/O/ BELOW THE OFFICIAL 20/0 TARGET, SEVERAL IMMEDIATE AND LONGER-TERM
IMPLICATIONS EMERGE.

1. CREDIBILITY AND EXPECTATIONS

THE FED’S CREDIBILITY HINGES ON ITS ABILITY TO MEET ITS INFLATION TARGET. A SUSTAINED PERIOD OF INFLATION BELOW 20/0
COULD:

- ERODE TRUST AMONG MARKET PARTICIPANTS.

- LEAD TO DOWNW ARD REVISIONS OF INFLATION EXPECTATIONS.

- POTENTIALLY TRIGGER A DEFLATIONARY SPIRAL IF EXPECTATIONS BECOME ENTRENCHED.

2. ReAL INTEREST RATES AND BorrOWING COSTS

INFLATION INFLUENCES REAL INTEREST RATES, WHICH ARE NOMINAL RATES ADJUSTED FOR INFLATION. W/HEN ACTUAL INFLATION
IS LOWER THAN ANTICIPATED, REAL INTEREST RATES TEND TO BE HIGHER THAN EXPECTED, POTENTIALLY DAMPENING ECONOMIC
ACTIVITY.

3. EcoNnoMic GROWTH AND EMPLOYMENT

PERSISTENTLY LOW INFLATION MAY SIGNAL SLUGGISH ECONOMIC GROWTH OR SLACK IN THE LABOR MARKET. THE FED MIGHT
INTERPRET ]O/o INFLATION AS A SIGN OF UNDERLYING WEAKNESS, PROMPTING POLICY ACTIONS TO STIMULATE GROW TH.

4. PoLicy RespoNse DILEMMAS

THE KEY QUESTION: SHOULD THE FED RESPOND BY ADOPTING ACCOMMODATIVE POLICIES TO PUSH INFLATION BACK TOWARD
20/0, OR ACCEPT THE LOWER INFLATION AS A NEW NORMAL? THE DECISION INVOLVES TRADE-OFFS:

- AGGRESSIVE EASING COULD IGNITE INFLATIONARY PRESSURES IF THE ECONOMY OVERHEATS.
- CAUTION MAY RISK ANCHORING INFLATION EXPECTATIONS BELOW TARGET, COMPLICATING FUTURE POLICY NORMALIZATION.

Deep DiIvE INTO THE Fep’s PoLicy TooLs IN A 1% INFLATION ENVIRONMENT

INTEREST RATE PoLicy

THE PRIMARY INSTRUMENT OF THE FED IS THE SETTING OF THE FEDERAL FUNDS RATE. W/HEN INFLATION IS BELOW TARGET:

- THE FED MAY CONSIDER LOWERING RATES FURTHER, POSSIBLY APPROACHING THE ZERO LOWER BOUND.
- THE EFFECTIVENESS OF RATE CUTS DIMINISHES AS RATES APPROACH ZERO, NECESSITATING UNCONVENTIONAL MEASURES SUCH
AS FORWARD GUIDANCE OR ASSET PURCHASES.

QUANTITATIVE EASING AND ASSET PURCHASES

IN A LOW-INFLATION ENVIRONMENT, THE FED MIGHT DEPLOY QUANTITATIVE EASING (QE)—BUYING LONG-TERM SECURITIES TO
LOWER LONGER-TERM INTEREST RATES AND STIMULATE DEMAND.

ForwARD GUIDANCE

COMMUNICATING FUTURE POLICY INTENTIONS CAN INFLUENCE MARKET EXPECTATIONS, ENCOURAGING BORROWING AND
INVESTMENT EVEN WHEN CURRENT INFLATION IS SUBDUED.



CHALLENGES AND RIsks IN ADDRESSING 1% INFLATION

ANCHORING INFLATION EXPECTATIONS

ONE OF THE FED’S PRIMARY CONCERNS IS ENSURING THAT INFLATION EXPECTATIONS REMAIN ANCHORED NEAR 2%. IF INFLATION
PERSISTENTLY REMAINS AT 1%, IT RISKS:

- DE-ANCHORING EXPECTATIONS, LEADING TO A DOWNWARD SHIFT.
- MAKING FUTURE INFLATION HARDER TO REVIVE.

POTENTIAL FOR DEFLATION

PROLONGED LOW INFLATION RAISES THE SPECTER OF DEFLATION—A DECLINE IN PRICES— WHICH CAN CAUSE CONSUMERS AND
BUSINESSES TO DELAY SPENDING, FURTHER DEPRESSING ECONOMIC ACTIVITY.

TRADE-OFFS BETWEEN GROWTH AND STABILITY

AGGRESSIVE POLICY EASING TO BOOST INFLATION MIGHT:

- OVERHEAT THE ECONOMY IF NOT CAREFULLY CALIBRATED.
- LEAD TO ASSET BUBBLES OR FINANCIAL INSTABILITY.

CONVERSELY, RESTRAINT MAY PROLONG ECONOMIC SLACK AND SUPPRESS INFLATION FURTHER.

HisToRrICAL PRECEDENTS AND LESSONS

JAPAN’S EXPERIENCE WITH LOW INFLATION

JAPAN HAS GRAPPLED WITH NEAR~ZERO AND NEGATIVE INFLATION FOR DECADES, HIGHLIGHTING THE IMPORTANCE OF
EXPECTATIONS MANAGEMENT AND UNCONVENTIONAL POLICY TOOLS.

THe U.S. DuriNG THE 2008 FINANCIAL CRrISIS

IN THE AFTERMATH OF THE GREAT RECESSION, THE FED LOWERED RATES TO NEAR ZERO AND EMPLOYED QE TO STIMULATE THE
ECONOMY AMID PERSISTENTLY LOW INFLATION.

STRATEGIC CONSIDERATIONS FOR THE FEDERAL RESERVE

BALANCING ACT: STABILITY VS. FLEXIBILITY

THE FED MUST WEIGH THE BENEFITS OF RETURNING INFLATION TO 20/0 AGAINST POTENTIAL RISKS. A FLEXIBLE APPROACH MIGHT
INVOLVE!:

- GRADUAL POLICY ADJUSTMENTS.



- CLEAR COMMUNICATION TO MANAGE MARKET EXPECTATIONS.
- MONITORING ECONOMIC INDICATORS CLOSELY, INCLUDING EMPLOYMENT, OUTPUT GAPS, AND INFLATION EXPECTATIONS.

COMMUNICATION AND TRANSPARENCY

EFFECTIVE COMMUNICATION IS VITAL TO MAINTAINING CREDIBILITY:

- EXPLICITLY STATING THAT BELOW-TARGET INFLATION IS TEMPORARY.
- INDICATING THE WILLINGNESS TO TOLERATE INFLATION ABOVE 20/0 TEMPORARILY IF NECESSARY.
- REINFORCING COMMITMENT TO THE INFLATION TARGET OVER THE MEDIUM TERM.

CONCLUSION

SUPPOSE THAT THE FEDERAL RESERVE HAS A 2% TARGET ON INFLATION, AND ACTUAL INFLATION IS AT 1%. IN SUCH A
SCENARIO, THE FED FACES A COMPLEX SET OF CHALLENGES THAT TEST ITS CREDIBILITY, POLICY TOOLKIT, AND STRATEGIC
CLARITY. WHILE A SHORT-TERM DIP TO 1%, MAY BE VIEWED AS A TRANSIENT PHENOMENON, PERSISTENT BELOW-TARGET
INFLATION RISKS ANCHORING EXPECTATIONS LOWER, COMPLICATING FUTURE POLICYMAKING AND POTENTIALLY LEADING TO
DEFLATIONARY PRESSURES. TO NAVIGATE THESE WATERS, THE FED MUST CAREFULLY CALIBRATE ITS ACTIONS—BALANCING THE
NEED TO STIMULATE ECONOMIC ACTIVITY WITH THE IMPERATIVE OF MAINTAINING ITS INFLATION ANCHOR. THROUGH
TRANSPARENT COMMUNICATION, JUDICIOUS POLICY MEASURES, AND VIGILANT ECONOMIC MONITORING, THE FEDERAL RESERVE
CAN WORK TOWARD RESTORING INFLATION TO ITS 2% TARGET, THEREBY SUPPORTING ITS OVERARCHING GOALS OF PRICE
STABILITY AND MAXIMUM EMPLOYMENT.

IN THE BROADER CONTEXT, THE EXPERIENCE UNDERSCORES THE IMPORTANCE OF FLEXIBLE, DATA-DEPENDENT POLICYMAKING IN AN
UNCERTAIN ECONOMIC ENVIRONMENT. AS GLOBAL ECONOMIES CONTINUE TO EVOLVE AND FACE NEW CHALLENGES, THE Fep’s
ABILITY TO ADAPT ITS STRATEGIES IN RESPONSE TO INFLATION DYNAMICS REMAINS CRUCIAL TO SAFEGUARDING ECONOMIC
STABILITY.
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