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May 10, 2004

The Honorable Alan Greenspan

Chairman

Federal Reserve System

20th Street & Constitution Avenue

Washington, DC  20551

 SEQ CHAPTER \h \r 1Dear Chairman Greenspan:

I am concerned there is a rush to judgment to raise interest rates that will prematurely stunt the recovery in manufacturing, which has only recently started.  In the northern Illinois district that I am proud to represent, the unemployment rate is still much higher than the national average of 5.6 percent.  For the largest city in the 16th District, Rockford, Illinois, the unemployment rate is 10.4 percent.  

Manufacturing employment in the nation has suffered immense, unprecedented losses since 2001, compared to any other post-World War II period, with more than two million jobs lost.  While the recent Department of Labor Employment Report has shown a welcome improvement, this improvement is slight, with only 21,000 manufacturing jobs created in the entire country in April.  The employment story is not unambiguous because weekly hours of those employed in manufacturing also declined.  Until there are sustained, substantial signs of recovery in this most affected of all sectors, monetary policy ought to continue to be accommodative.

For the last 2 ½ years, the Federal Reserve has kept interest rates low to encourage economic growth.  This “accommodative” policy was made possible by low inflation and economic weakness.  These conditions still continue.  

Recent media reports suggest some in the financial markets are pushing up their expectations of an earlier interest rate hike by the Federal Reserve based on their inflation fears and that the overall U.S. and world economy is finally growing.  The recent Federal Reserve policy meeting has accelerated the expectation of rate hikes.  

However, many economists and some others in the financial markets expect that the recent increase in inflation is temporary, in part due to much higher oil prices.  The Federal Reserve’s recent monetary policy statement also recognized that inflation is low, as expressed in the statement  “(a)lthough incoming inflation data have moved somewhat higher, long term inflation expectations appear to have remained well contained.”

In light of all these factors, I respectfully urge you in the strongest possible terms to resist the siren call of raising interest rates at this most delicate time of our nascent economic recovery.  It’s simply just too soon to even suggest raising rates.

Sincerely yours,







//SIGNED//

Donald A. Manzullo

Member of Congress

