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A Dovish Fed 

Given the new round of fiscal stimulus approved in March, the latest set of forecasts published by the Federal 
Open Market Committee showed a considerable upward revision, with economic growth this year now expected to 
total 6.5 percent, up from 4.2 percent in the December forecast. Unemployment at the end of this year is now 
expected to total 4.5 percent, down from 5.0 percent in the December projections. Expected results for 2023 also 
were firmer, but only moderately so (see table on p. 2). 

Despite the improvement in the outlook, the dot plot changed only moderately (four officials expecting liftoff in 
2022 versus one previously; seven in 2023 versus five previously; charts, p. 2). The median dots continue to 
indicate steady policy through 2023. The lack of a rate hike is surprising in that the criteria for rate hikes seem to be 
met (maximum employment is suggested by a 3.5 percent unemployment rate, and inflation is at or above two 
percent for two years).  

Reporters at the press conference raised the issue of the apparent inconsistency between the projections and 
dots. We found Chair Powell’s explanation less than satisfying. His best answer was that the SEP does not cover 
all the measures that might be weighed in assessing maximum employment. Otherwise, he argued that the outlook 
for 2023 is uncertain and one should not put too much weight on the projections. In addition, he noted that the SEP 
was not meant to pin down a date for the first interest rate hike. While Mr. Powell’s answer was vague and evasive, 
the signal from the SEP was clear: the current FOMC is highly dovish and will be reluctant to move away from its 
highly accommodative stance. 

Reporters also asked about tapering the quantitative easing program and the meaning of “substantial further 
progress” toward the Committee’s objectives (which is the criteria for tapering). Mr. Powell again declined to 
quantify the meaning of substantial further progress, but he again indicated that officials would give ample notice 
before tapering begins. 

A reporter raised another issue related to quantitative easing: was the Fed concerned about the recent increase 
in long-term interest rates, and was the Fed willing to alter QE by focusing its asset purchases on particular 
maturity areas? Mr. Powell indicated that officials take a broad view of financial conditions rather than focusing on 
interest rates alone, and this perspective shows that financial conditions are highly accommodative. He added that 
the Fed was satisfied with the current structure of the QE program. 
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Economic Projections of the FOMC, March 2021* 

 
* Median projections 

Source: Federal Open Market Committee, Summary of Economic Projections, March 2021 

FOMC Rate View: Year-End 2021, 2022, & 2023* 

 
* Each dot represents the expected federal funds rate of a Fed official at the ends 
of 2021, 2022, and 2023. Normally, this graph would contain 19 projections 
(seven governors of the Federal Reserve Board and 12 reserve bank 
presidents), but two governorships were open at the December 2020 meeting. 

Source: Federal Open Market Committee, Summary of Economic Projections, 
December 2020 

FOMC Rate View: Year-End 2021, 2022, & 2023* 

* Each dot represents the expected federal funds rate of a Fed official at 
the ends of 2021, 2022, and 2023. Normally, this graph would contain 19 
projections (seven governors of the Federal Reserve Board and 12 reserve 
bank presidents), but one governorship was open at the March 2021 
meeting. 

Source: Federal Open Market Committee, Summary of Economic 
Projections, March 2021 

2021 2022 2023 Longer Run

Change in Real GDP 6.5 3.3 2.2 1.8
December projection 4.2 3.2 2.4 1.8

Unemployment Rate 4.5 3.9 3.5 4.0
December projection 5.0 4.2 3.7 4.1

PCE Inflation 2.4 2.0 2.1 2.0
December projection 1.8 1.9 2.0 2.0

Core PCE Inflation 2.2 2.0 2.1 --

December projection 1.8 1.9 2.0 --

Federal Funds Rate 0.1 0.1 0.1 2.5
December projection 0.1 0.1 0.1 2.5
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