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US Federal Reserve cut interest rates by 75 basis points to 2.25 per
cent yesterday, a smaller reduction than many in the markets had
expected and a sign the central bank believes monetary policy alone
will notsolve thecreditcrisis. U D OO0 00 Ooo0odo® OO
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statement, the US central bank said the “ outlook for economic
growth has weakened further” andsaid “ downside risks remain”
leaving the door open to further rate cuts at subsequent policy
meetings. J D 00O 0000000 OOOOOOOOOO
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made it clear that policymakers did not cut rates by 100 basis points
as many investors expected because of ongoing concerns about
inflation. DO 0000 DOO0O0OD0OO0O0OO0OO0O0OOOO0OO
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“O0o0doooooood” “ Inflation has been elevated
and some indicators of inflation expectations have risen,” the Fed
said. It said policymakers expect inflation to moderate, but believe

“ uncertainty about the inflation outlook has increased” .00 O O [J
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00000000000 O After a day of gains, markets showed
their disappointment that the cut was not bigger, giving up some of
theiradvances. 1 D 0 00000000 ooooooogo
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Fed decision reflects policymakers’  determination to signal that
they are not ignoring inflation. Officials worried that if they cut rates
too far, the bond market could rebel, pushing up long-term interest
rates and with them mortgagerates. 1 J O 0 0 OO0 00000
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000000000 O In recent days the US central bank has
taken aggressive measures to boost the supply of liquidity to markets,
Including a new emergency finance facility for investment banks.[]
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stocks and credit markets rallied sharply as investors were buoyed by
better-than-expected results from Lehman Brothers and Goldman
Sachs and anticipated a big Fed rate cut. 100Test I UJ [0 O 0O O [
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