


…be used with domain knowledge

…to quickly process and understand 

…decades of technical Fedspeak?

Can Large Language Models



A historical perspective:

● Federal Reserve Act of 1913
● Monetary Policy was largely 

dictated by Congress until 1951 
(Metzler)

● Volcker chairman in 1979 – 
● Greenspan chairman in 1987 – 

Fed should speak “rarely and 
cryptically”



Formalizing communication:

1989 - Greenspan told House committee member that an 
immediate announcement of the FOMC’s interest rate 
decisions “would be ill-advised” and “could impede timely 
and appropriate adjustments to policy.” 

In 1996 and 1997, the FOMC had issued exactly one 
statement. Then three in 1998. Not until 1999 that the 
FOMC began to issue a statement after every meeting. 



An effective tool of monetary policy:

“transparency in monetary policy … makes policy more effective” 
and “communication about policy is likely to remain a central 
element of the Federal Reserve's efforts to achieve its policy goals.” 

-Bernanke 2013

“I think monetary policy is 98% talk and 2% action, and 
communication is a big part” 

-Bernanke 2021



Who is the Fed communicating with?

Historically, sophisticated financial market participants

The language the Fed uses is extremely technical and 
specific e.g., "accommodative" vs "highly accommodative" 

This carries enormous significance to bond traders but 
might be lost on general language models trained on 
broader corpora



How can Natural Language Processing (NLP) Help?

A word is known by the company it keeps.

-J.R Firth





 

 



But FOMC Members Are Individuals

 

 





Our Prompt
prompt_template = """ <statement> INPUT </statement>
<labels>

Dovish: Strongly expresses a belief that the economy may be growing too slowly and 
may need stimulus through monetary policy.
Mostly dovish: Overall message expresses a belief that the economy may be growing 
too slowly and may need stimulus through monetary policy.
Neutral: Expresses neither a hawkish nor dovish view and is mostly objective.
Mostly hawkish: Overall message expresses a belief that the economy is growing too 
quickly and may need to be slowed down through monetary policy.
Hawkish: Strongly expresses a belief that the economy is growing too quickly and may 
need to be slowed down through monetary policy.

</labels>
Which label best applies to the statement 
(Dovish, Mostly Dovish, Neutral, Mostly Hawkish, Hawkish)?







I'm a Professor of Law at Yale and do some work on what we 
call  "Law and Macroeconomics". I'm doing some work with 
ChatGPT classifications of Fed transcripts and read your 
co-authored paper on the subject with great interest.   The 
paper states that "we create a gold label for statements…”  
Would you be willing to share these gold labels with me



What else can be done with LLMs and Economics?


