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Fed holds rate cut to
half a point

The Faderal Resesve yostorday
moved io halt the slide ;o US
sconemic confldencs with s
third ball-point cul ln intarest
| rates 1o thres months.

The ceoira. bank's policy
| making cpen markst committes
i {(FOMC) Jowered |t koy .oterest
{ rate — the target for the Fed
' funds rate at whick banks lend to

each other overnight - by 03 al a

percentage polot o 3 per cent,

The Fed also cut (s largely sym

polic discownl rata to 4.3 per cant,

Financial markets inilially

reacted pegntively W tha move,

which confounded hopes after
tast weelt's hefty losses on Wall

Street that the Fed might cut
| short-term rates by 0.75 of a per
centage pulnl.

But In (ts stalemeD! ACCOMPE-
nying the decision, the ceniral
bank hinted that it was prepared
) o cut lnterest Tates again -
;. perbaps even befors the next
regularly scheduled FOMC meet-
ing on May 14

Policymakers saw “substantlal
risks thai demand and produc
tion cowld remaln saft™ and
| added: “ln thess circumslanced,
when the economic situation
could be evolving rapidly, the
Federal Reserve will peed to

2. 4 comment A @ &4 (Fed) #H 2 Rfo2sksam s -(50)

Central bank retains option
of further action if necessary

moritar developmerts closely ™
The central Sank s
so-called polley “tilt™ - that i
saw the baiunce of risks in the
immediate future as weighted
more tawards economic weak-
ress han ‘oflationary proassmires.
“The commxittee also conlinues
to believe that against the back-
of its longrun goals of

price stability and sustalnable
sconomic growth and of the
informatioa currently avallabla,
the risks are welghted malnly

of horrowing o 150 basis points,
mariing the most forceful thres-
month msing of monetary palicy
the US central bank bas under
takan since Alan Gresnspan
became chairman in (98T,
Policymakers confroated a
straight but difficult cholce
between cutting shorl-term rates
by half a polnt, and moving even
more aggrssively and reducing
them by thres quarters of @ per
cantage polnt. Rewnforciog the
case for the more aggressive
move was six months of decline
In indusirial production, weak:
ness 0 (nvestmen: spending -
driver of much ecanomic growth
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