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THE WEEK’S HIGHLIGHTS:
■ At its May 16 meeting, the Federal Open Market Committee

(FOMC) voted to raise its target for the federal funds rate by 
50 basis points to 6.5 percent.  Separately, the Board of Governors
approved a request from several Reserve Banks to hike the discount
rate 50 basis points to 6 percent.  The press release announcing
these actions said the following:

Increases in demand have remained in excess of even the rapid
pace of productivity-driven gains in potential supply, exerting
continued pressure on resources.  The Committee is concerned
that this disparity in the growth of demand and potential supply
will continue, which could foster inflationary imbalances that
would undermine the economy’s outstanding performance.
Against the background of its long-term goals of price stability
and sustainable economic growth and of the information
already available, the Committee believes the risks are weighted
mainly toward conditions that may generate heightened 
inflation pressures in the foreseeable future. 

■ After increasing at a 5.8-percent annual rate during the first three
months of the year, the consumer price index (CPI) was unchanged
in April.  Excluding food and energy prices, the CPI advanced at a
2-percent rate, substantially slower than the 5.5-percent rate of gain
seen in March.  Measured from a year earlier, the total CPI is up 
3 percent, while the so-called core CPI has increased 2.2 percent.
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