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The Treasury market rallied slightly throughout the week as the yield on the Ten Year note 
fell to 1.91% in early trading this morning.  The Benchmark Treasury issue began the week 
with a yield of slightly over 2%.   
 
The big event this week was 2012’s first FOMC meeting on Tuesday and Wednesday.  The 
results of this meeting not only marked the first time that members’ forecasts for interest 
rates were released, it was also the first time that the Committee explicitly stated it’s 
desired inflation target.  Policy makers see 2012 inflation falling below their 2% goal as 
measured by the Personal Consumption Expenditures.   Also noteworthy was an extension 
of the definition of “extended period”.  The Committee, last August, stated that the Fed 
Funds target rate would likely remain unchanged until “at least mid-2013”.  This week’s 
statement revises that timeline to “at least through late 2014”. 
 
Thursday saw the release of an unexpectedly high 3% increase in Durable Goods Orders 
along with a 377m increase in Initial Jobless Claims.  Just out this morning was a mildly 
disappointing 2.8% flash estimate for Q4 GDP.  Pre-release surveys had the market 
expecting a growth rate in the 3% range.  Also released today was another increase in the 
University of Michigan Index of Consumer Confidence .  That measure now stands at a level 
of 75, versus last month’s 74. 
 
Across the Atlantic, the European Central Bank’s efforts to flood the banking system with 
cheap money appears to have assuaged , at least for the time being, fears of a meltdown in 
the Euro.  While that continent’s economy still faces monumental challenges, it looks like 
the confidence of at least some market participants is returning. 
Next week brings us another round of Employment Data on Friday along with with the 
closely watched Institute of Supply Managers’ Index next Wednesday. 
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The above chart shows the 
array of FOMC members’ 
expectations for the timing 
of policy (FF target) firming. 
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