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We welcomed the IMF Managing Director®s Strategic Review to equip the IMF to
help countries meet the macroeconomic and financial policy challenges of
globalization. We supported the strengthening of IMF surveillance, including
through increased emphasis on the consistency of exchange rate policies with
domestic policies and a market-based international monetary system and on the
spillover effects of domestic policies on other countries. We support a new remit
for bilateral and multilateral surveillance by the IMF. An ad hoc quota increase
would help better to reflect members® international economic weight. We agreed on
the need for comprehensive reform of the IMF, and called on the Managing Director

to come forward with concrete proposals for the Annual Meetings in Singapore.
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With regard to monetary policy, the Federal Open Market Committee (FOMC) has

raised the federal funds rate, in increments of 25 basis points, at each of its



past fifteen meetings, bringing its current level to 4.75 percent. This sequence
of rate increases was necessary to remove the unusual monetary accommodation put
in place in response to the soft economic conditions earlier in this decade. Future
policy actions will be increasingly dependent on the evolution of the economic
outlook, as reflected in the incoming data. Specifically, policy will respond to
arriving information that affects the Committee"s assessment of the medium-term
risks to its objectives of price stability and maximum sustainable employment.
Focusing on the medium-term forecast horizon is necessary because of the lags with

which monetary policy affects the economy.

In the statement issued after its March meeting, the FOMC noted that economic
growth had rebounded strongly in the first quarter but appeared likely to moderate
to a more sustainable pace. It further noted that a number of factors have
contributed to the stability in core inflation. However, the Committee also viewed
the possibility that core inflation might rise as a risk to the achievement of its
mandated objectives, and it judged that some further policy firming may be needed
to keep the risks to the attainment of both sustainable economic growth and price
stability roughly in balance. In my view, data arriving since the meeting have not
materially changed that assessment of the risks. To support continued healthy growth

of the economy, vigilance in regard to inflation is essential.

The FOMC wi Il continue to monitor the incoming data closely to assess the prospects

for both growth and inflation. In particular, even if in the Committee"s judgment

the risks to its objectives are not entirely balanced, at some point in the future

the Committee may decide to take no action at one or more meetings in the interest

of allowing more time to receive information relevant to the outlook. Of course,

a decision to take no action at a particular meeting does not preclude actions at

subsequent meetings, and the Committee will not hesitate to act when it determines

that doing so is needed to foster the achievement of the Federal Reserve"s mandated

objectives.
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