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WITH OUTPUT STUMBLING, FED TAKES A MODEST STEP 
 
The US Federal Reserve (or 'US Fed' as the central bank is called) on Wednesday delivered another round of 
monetary stimulus. Fed extends a bond-swap program dubbed Operation Twist until year's end to keep 
interest rates down and trigger more borrowing and spending. It also sharply lowers its U.S. economic 
growth forecast. The program, dubbed Operation Twist, began in September and was set to expire June 30. 
The Fed opted to keep the program running through the end of the year, hoping it will keep loan rates low and 
trigger more borrowing and spending. 
 
Key Announcements 
The central bank expanded its "Operation Twist" by $267 billion, meaning it will sell that amount of short-term 
securities to buy longer-term ones to keep long-term borrowing costs down. The program, which was due to expire 
this month, will now run through the end of the year. 
 
The Fed slashed its estimates for U.S. economic growth this year to a range of 1.9 percent to 2.4 percent, down from 
an April projection of 2.4 percent to 2.9 percent. 
 
The Fed, which has held overnight interest rates near zero since December 2008, reiterated its expectation that rates 
would stay "exceptionally low" through at least late 2014. 
 
The unemployment rate will be 8% to 8.2% in 2012, the Fed said. That's an increase from the 7.8% to 8% that 
policymakers had forecast in April. Next year, the Fed expects an unemployment rate of 7.5% to 8%. 
 
Assessment 
The Fed’s move, although likely to have a limited effect, is still welcome news for an economy growing too slowly to 
create enough jobs for the millions of Americans looking for work. The economic picture threatens to slip into reverse 
for the third consecutive year with gross domestic product expected to increase just 2 percent in 2012. The outlook for 
2013 isn’t much better. Europe’s implosion, Asia’s slowdown and the pending withdrawal of more than $600 billion 
from the U.S. economy are creating stiff headwinds. 
 
The Fed’s extension of Operation Twist, in which it will replace $267 billion in short-term debt with longer-term 
securities, continues its efforts to stimulate the economy by driving down interest rates. The theory is that cheap credit 
will spur consumers to buy and refinance homes, purchase new cars and other goods, and encourage businesses to 
invest and hire. 
 
One side effect of the Fed’s debt-buying spree is that it helps the U.S. government finance its budget deficit. After all, 
the Fed is a motivated buyer of U.S. debt -- which enables all that government spending -- and lower interest rates 
make it cheaper for the U.S. to borrow. The Bank of International Settlements estimates Operation Twist lowered the 
10-year bond yield by 0.85 percentage point, which lowers borrowing costs for the U.S. Treasury. 
 
Impact on markets 
Investors appeared to respond with disappointment. Major equity indexes fell after the Fed’s policy was announced, 
rose for a while, and then fell throughout Mr. Bernanke’s 45-minute news conference before staging a late rally to end 
the day little changed. The Standard & Poor’s 500-stock index fell 0.2 percent. 
 
Indexes dipped right after the Fed's announcement came out at 12:30 p.m., and then quickly went back to where they 
were. It was the latest knee-jerk response to news headlines in a stock market that has been buffeted in recent weeks 
by fears that Europe's 17-nation currency union could rupture. 
 
Brent crude plunged to 17-month lows on Wednesday as US inventories swelled and traders weighed the Federal 
Reserve's vote to extend a program to stimulate the economy. 
 
Conclusion 
If Fed opted for QE, The move would be highly controversial in an election year given the strong opposition by many 
Republicans to the two previous rounds of so-called quantitative easing, which dramatically expanded the Fed's 
balance sheet. But the Fed has few tools left to combat a sluggish economy, considering that short-term interest rates 
are already near zero. Policymakers have only a limited set of options available and appear to be holding back for 
now. A possible – although optimistic — interpretation is that the economic stimulus provided by these Federal 
Reserve actions caused the economy to pick up. Another interpretation is that markets initially overreacted to the 
news of these quantitative easing actions. Unconventional monetary policy at the zero bound has had a stimulative 
effect on the economy, but it might have been quite modest. 
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For Further Details/Clarifications please contact: 
 
RR Information & Investment Research Pvt. Ltd. 
47, MM Road Jhandewalan New Delhi-110055 (INDIA) 
Tel: 011-23636362/63 
research@rrfcl.com 
www.rrfinance.com 
www.rrfcl.com 

 
RR Research Products and Services: 
 
Online Equity Calls during Market Hours (9:00 AM to 3:30 PM) 
 
Online Commodity Calls during Market Hours (10:00 AM to 11:30 PM) 
 
Online Currency Calls during Market Hours (10:00 AM to 5:00 PM) 
 
Daily Morning Pack 
� Equity – Morning Bell  
� Debt – Morning Bell 
� Commodity – Morning Bell  
� Currency – Morning Bell  
 
Mid Session Market 
 
Daily Market Review 
 
Weekly Pack 
� Equity  - Weekly  
� Debt - Weekly  
� Commodity - Weekly  
� Currency – Weekly  
 
Fundamental Research 
� Global Market Analysis 
� Economic Analysis 
� Industry Analysis 
� Company Research & Valuations 
� Result Updates 
� News Updates 
� Events Updates 
 
IPO / FPO Analysis 
 
Mutual Fund Analysis 
 
Insurance Analysis 
 
Investment Monitor – The complete monthly magazine design for Indian investors 
 
Share Views with leading Media Houses  
 
And many more… 
 
RR Research can also be viewed and downloaded from following websites: 
www.moneycontrol.com 
www.valuenotes.com 
www.reportjunction.com 
www.capitalmarket.com 
www.myiris.com 
 
 
Join us on face book: http://www.facebook.com/pages/RR-Research/209182015782971 

 
Disclaimer:  
Kindly read the Risk Disclosure Documents carefully before investing in Equity Shares, Derivatives or other instruments traded on the Stock 
Exchanges.  RR would include RR Financial Consultants Ltd. and its subsidiaries, group companies, employees and affiliates. The information 
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contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or 
distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of RR. The information 
contained herein is obtained from public sources and sources believed to be reliable, but independent verification has not been made nor is its 
accuracy or completeness guaranteed. RR or their employees may have or may not have an outstanding buy or sell position or holding or interest 
in the products mentioned herein. The contents and the information herein is solely for informational purpose and may not be used or considered 
as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial and insurance products and instruments. 
Nothing in this report constitutes investment, legal, accounting and/or tax advice or a representation that any investment or strategy is suitable or 
appropriate to recipients specific circumstances. The securities and products discussed and opinions expressed in this report may not be suitable 
for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs. Please 
note that fixed deposits, bonds, debentures are loans/lending instruments and the investor must satisfy himself/herself on the financial health of 
the company/bank/institution before making any investment. RR and/or its affiliates take no guarantee of soundness of any company or scheme. 
RR has/will make available all required information to the prospective investor if asked for in respect of any scheme/fixed 
deposit/bond/loan/debenture. RR is only acting as a broker/distributor and is not representing any company in any manner except to distribute its 
schemes. Mutual Fund Investments are subject to market risks, read the offer document carefully before investing. Any recipient herein may not 
take the content in substitution for the exercise of independent judgment. The recipient should independently evaluate the investment risks of any 
scheme of a mutual fund. RR and its affiliates accept no liability for any loss or damage of any kind arising out of the use of any information 
contained herein. Past performance is not necessarily a guide to future performance. Actual results may differ materially from those set forth in 
projections. RR may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this 
report. The information herein is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located 
in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or 
which would subject RR and its affiliates to any registration or licensing requirement within such jurisdiction. The securities and products described 
herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may 
come are required to inform them of and to observe such restriction(s). The display, description or references to any products, services, 
publications or links herein shall not constitute an endorsement by RR. Insurance is a subject matter of solicitation. Kindly also note all the risk 
disclosure documents carefully before investing in Equity Shares, IPO’s, Mutual Fund Schemes, Insurance Schemes, Fixed Deposit schemes, 
Debt offers, Hybrid Instruments,   or other instruments traded on Stock Exchanges or otherwise. Prospective investors can get all details and 
information from the sites of SEBI, IRDA, AMFI or respective Mutual Fund Companies, Insurance Companies, Rating Agencies, Stock Exchanges 
and individual corporate websites. Prospective investors are advised to fully satisfy themselves before making any investment decision 

 
NSE - INB 231219636, INF 231219636  
BSE - INB 011219632 

 

About RR  
RR is first generation business set up in 1986. Shri. Rajat Prasad, a professional qualified Chartered Accountant, is 
the main founder. He is the architect of its growth and in the last decade has steered the group to be a diverse and 
respected financial and Insurance Services Organization with nationwide presence with offices in more than 100 
cities and a team of 800 Employees. 
 
RR has the presence in all metro cities and towns across the length and breadth of the country. RR is headquartered 
in New Delhi, Capital of India with regional offices in Mumbai, Ahmedabad, Baroda, Jaipur, Chandigarh, Lucknow, 
Calcutta, Bangalore, Chennai, Noida and Dehradun. It has Associate offices in other cities and Locations totalling 
600 locations & 100 cities. It has agent presence in over 500 cities across the country. RR is the only Company in 
India which provides research based seamless service to its customers through own offices, franchisees and agents. 

 
About RR Research 
RR Research provides unbiased and independent research in Equity, Commodity, Currency, Fixed Income, Debt 
Market, Mutual Funds, Insurance. The research team consists of more than 10 analysts, most of which are CAs and 
MBAs from premier business school with experience ranging from 0 to 10 years. The team is equipped with state of 
the art analysis tools, software.  
 
The research team is engaged in almost every activities of the capital market. In the fundament research front, the 
team is involved in Economic Analysis, Sectoral Analysis, Company Coverage and Updates. In the trading front, 
dedicated technical team is employed to provide online technical calls, trading tips, derivative strategies to clients. 
The team is online during the market hours and anyone through our website can chat live with analysts and can 
solve any investment related query.  
 
The team has extensive network of industry contacts and regularly attending analyst meets/ conference calls to get 
insight of the company. On regular basis, the team shares its view with leading electronic & print media houses.  

 


