
Release Date: January 3, 2001

For immediate release

The Federal Open Market Committee decided today to lower its target for the federal funds
rate by 50 basis points to 6 percent.

In a related action, the Board of Governors approved a 25-basis-point decrease in the
discount rate to 5-3/4 percent, the level requested by seven Reserve Banks. The Board also
indicated that it stands ready to approve a further reduction of 25 basis points in the discount
rate to 5-1/2 percent on the requests of Federal Reserve Banks.

These actions were taken in light of further weakening of sales and production, and in the
context of lower consumer confidence, tight conditions in some segments of financial
markets, and high energy prices sapping household and business purchasing power.
Moreover, inflation pressures remain contained. Nonetheless, to date there is little evidence
to suggest that longer-term advances in technology and associated gains in productivity are
abating.

The Committee continues to believe that, against the background of its long-run goals of
price stability and sustainable economic growth and of the information currently available,
the risks are weighted mainly toward conditions that may generate economic weakness in
the foreseeable future.

In taking the discount rate action, the Federal Reserve Board approved requests submitted
by the Boards of Directors of the Federal Reserve Banks of New York, Cleveland, Atlanta,
St. Louis, Kansas City, Dallas and San Francisco.
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