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Two  Communications Challenges for 
Central Banks

▪ Inflation targeting v. Price-level targeting
‒ Price-leveling target involves painful economic tightening to correct 

previous inflation overshoots.

‒ The substantial 2021-24 inflation overshoots have not been 
forgotten by households.

▪ SEPs and Fed Dot Plot provide soft forward guidance, 
which is helpful when explicit commitments are difficult or 
uncomfortable
‒ SEP meetings communicate FOMC participants views for 

appropriate MP over the next several years.

‒ What if 1994 Fed communications policies were in practice in 
March 2022?
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39.54
38.64

Booth Monetary Policy Forum, February 2022
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Inflation surprises worldwide
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Policy lift-off delays
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March 2022 FOMC Dot plot

FF after March meeting
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