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THE WEEK’S HIGHLIGHTS:
■ At the conclusion of its two-day meeting on Jan. 30, the Federal

Open Market Committee (FOMC) decided to keep its federal funds
rate target unchanged at 1.75 percent. In the press release, the
FOMC said:

Signs that weakness in demand is abating and economic
activity is beginning to firm have become more prevalent. With
the forces restraining the economy starting to diminish, and
with the long-term prospects for productivity growth remain-
ing favorable and monetary policy accommodative, the
outlook for economic recovery has become more promising.
The degree of any strength in business capital and household
spending, however, is still uncertain. Hence, the Committee
continues to believe that…the risks are weighted mainly
toward conditions that may generate economic weakness in
the foreseeable future.

■ After falling at a 1.3 percent annual rate during the third quarter
of 2001, real GDP rose at a 0.2 percent rate in the fourth quarter.
Another large decline in private inventory investment occurred in
the fourth quarter, as the change in private inventories (CIPI) sub-
tracted 2.23 percentage points from real GDP growth. Accordingly,
real final sales (GDP less CIPI) rose at 2.5 percent rate.

■ The employment cost index (ECI) for private-industry workers, a
measure of labor compensation costs, rose 1 percent for the three-
month period ending in December 2001. The ECI rose 4.1 percent
in 2001, a modest slowing from the 4.4 percent gain seen in 2000.
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