
CLIP IT
Clip and save in case 
you end up at a party 
with an economist.

1 monetary policy
\ MAH-nih-tair-ee POL-uh-see \

�is is the big-picture, money-related policy set by the Federal Reserve, this 
country's central bank. Once Fed o�cials determine a monetary policy, 
they implement it by manipulating the amount of money in the banking 
system. �at sets the direction for interest rates as it tries to in�uence 
in�ation and employment levels. �e current policymakers want U.S. 
in�ation to run around 2 percent a year and interest rates to hold at low 
levels to help businesses expand and consumers to buy homes and cars. �e 
Fed holds eight scheduled meetings a year. Typically, the gatherings 
conclude with an announcement about any policy changes. �e Fed's 
overarching goal is to keep the economy growing at a sustainable pace with 
low in�ation and robust job creation.  

2 Operation Twist

Fed policymakers want to boost growth, especially in the housing market. 
�ey could do that by keeping interest rates as low as possible to help 
more homebuyers qualify for 30-year mortgages. Last fall, the Fed tried to 
accomplish that by launching "Operation Twist," a strategy wherein the 
Fed would sell about $400 billion worth of its own shorter-term bonds — 
and use the proceeds to purchase longer-term bonds. �at puts downward 
pressure on long-term rates, such as those on mortgages. Economists 
expect the Fed to extend the expiring "operation," and keep playing that 
old song about "twistin' the night away." 

\ op-uh-RAY-shuhn twist \

3 QE3
\ q-ee three \

�is term refers to a Fed strategy that e�ectively adds money to the 
economy and encourages lending. �e Q stands for "quantitative"; the E 
stands for "easing" (pumping more cash into the banking system). And 
the 3 may stand for "Hail Mary," because the Fed has already tried this 
quantitative easing strategy twice before. �e central bank's goal is to 
encourage lending, which would help businesses expand. To accomplish 
that, the Fed injects a predetermined "quantity" of money into banks. 
When banks have an expanded pool of cash available, they can lend more 
to borrowers who want to hire workers and buy equipment.    


