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Unemployment:
ÁEach week about 7,000 people have their unemployment benefits expire. Recently the House passed 
a bill that would extend by 14 weeks the length of unemployment benefits. The bill extending 
unemployment benefits is currently held up in the Senate, where it is awaiting approval
ÁAs of September, 15 states had double-digit unemployment, with Michigan leading the pack at 
15.3%. The state with the lowest unemployment level in September was North Dakota at 4.2% 
(followed by South Dakota at 4.8%)

o The states with the lowest unemployment tend to be small (by population), rural states, 
where unemployment is often masked (subsistence farming, the lack of jobs leading to a 
smaller number of active searches, etc.). The states with the highest unemployment are the 
larger states, and many are also states recovering from a real estate bubble
o Of the 51 states (plus DC) covered by the BLS, 23 saw unemployment rise from August to 
September; 19 states saw unemployment decrease; 8 states saw no change in the level of 
unemployment. This is a generally good sign as increases outpaced declines by just 4 states 
(but the increasers were generally larger states; decreaserswere generally smaller states)

Á[ŀǎǘ ǿŜŜƪΩǎ ǿŜŜƪƭȅ ƛƴƛǘƛŀƭ ŎƭŀƛƳǎ ŎŀƳŜ ƛƴ ŀǘ ромΣлллΣ ŀ ǎƭƛƎƘǘ ƛƴŎǊŜŀǎŜ ŦǊƻƳ ǘƘŜ ǿŜŜƪ ōŜŦƻǊŜΦ ¢ƘŜ 
weekly figure is highly volatile and the 4-week average is still on a generally downward trajectory 

Recovery: 
ÁThere has been much debate about the strength of the nascent recovery. There is a growing concern 
amongst many economists that the economy is headed for a jobless recovery. There is considerable 
academic and cross-country evidence, as well as from looking at the past two recoveries, that job 
growth will be very lacklustre in the next phase of the business cycle
ÁQ3 GDP contracted in the UK. Most had expected  slightly positive growth. This bodes poorly for the 
US, which will release initial estimates of GDP this week (and where the consensus is also for a growth, 
but with the UK experience there is now doubt that the economy will show expansion in Q3)  
ÁIn spite of healthy profits being reported by corporate America (which is more a result of steep costs 
cuts rather than increased revenues), companies have been reluctant to take on new workers. Given 
the large excess capacity that firms have, there is little scope that the recovery will spur companies to 
expand fixed asset investments. Similarly, given that workers are now working the fewest hours on 
record, companies will simply increase employee hours before hiring additional staff. Because of the 
huge slack in employee work hours and industrial capacity, all extra demand will likely be absorbed by 
the existing infrastructure of employees and assets

o Firms may also be hesitant in hiring as there is a potential for a double-dip recession and the 
apparent growth in recent months may just be a blip from inventories adjustment or because 
of the fiscal stimulus (which will not carry into 2010)

ÁThe surge in the stock markets of late is typical of recoveries, i.e. that equity markets tend to 
rebound before jobs (as stock prices are forward looking). Thus the current recession, which started as 
a credit crisis on Wall Street and which then morphed into a Great Recession on Main Street, appears 
to be curing first on Wall Street (or at least for those that have survived) and the recovery on Main 
Street looks like if it will take some time before it takes hold. Nevertheless, manufacturing has 
stabilized and grown in the past few months, thus just leaving workers on the sideline of the recovery
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Government and regulation:
ÁThe bifurcation between Wall Street and Main Street is exemplified by the announcement last week 
by the pay czar (Kenneth Feinberg) to limit compensation at the companies that have since become 
wards of the federal government (GM, Chrysler, AIG, BofA, Citiand the financing arms of the 
aforementioned automakers) to $500,000 and/or diminishing pay by about 90% for the top executives
ÁIn another case of unwanted attention for the hedge fund industry, Raj Rajartnam, the founder of 
Galleon (a multi-billion dollar hedge fund) was accused by the SEC of insider trading, along with five 
accomplices, whose background span consulting, finance and industry. The latest news of misdeeds at 
hedge funds has already instigated a stampede of investor pullout from Galleon and will likely cause 
other funds to face similar requests for redemption as confidence wanes

o The fact that the SEC is pursuing the Galleon  case with such force (using wiretaps to gather 
evidence of insider trading), is a response by the regulatory body to gain some credence again 
after having abjectly failed in its oversight of Bernie aŀŘƻŦŦΩǎPonzi scheme

ÁThe proposed Consumer Financial Protection Agency (CFPA) took one step closer to becoming reality 
last week when it cleared the House Financial Services Committee (by a vote of 39 to 29). The move is 
a blow to the financial industry, which had lobbied vigorously against the law. Nevertheless, the bill 
still needs to clear a few more hurdles before becoming law of the land

o The lobbying against the CFPA was not all for not, though. Lawmakers watered down some 
parts of the bill. Auto finance companies were notable winners as they won exemption from 
the proposed CFPA if and when it gets enacted
o The CFPA is an agency that would regulate financial services firms against abusive practices 
on consumers. It is strongly backed by Democrats and has some support amongst Republicans

International economics: 
ÁThere are strong signs that recovery in Asia, and especially China, is V-shaped. Growth in China will be 
ǾŜǊȅ ŎǊǳŎƛŀƭ ŦƻǊ ǘƘŜ ¦{ ŦƻǊ Ƴŀƴȅ ǊŜŀǎƻƴǎΥ όмύ /Ƙƛƴŀ ǿƛƭƭ ǎƻƻƴ ǎǳǊǇŀǎǎ WŀǇŀƴ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ǎŜŎƻƴŘ 
largest economy (it already is the second largest when measured by PPP, but by nominal GDP China 
ǿƛƭƭ ŜŎƭƛǇǎŜ WŀǇŀƴ ōȅ ǘƘŜ ŜƴŘ ƻŦ нлмлύΤ όнύ /Ƙƛƴŀ ǿƛƭƭ ǎƻƻƴ ǎǳǊǇŀǎǎ /ŀƴŀŘŀ ŀǎ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΩ ƭŀǊƎŜǎǘ 
trading partner (currently the US imports more from Canada than China, but China as an export 
ƳŀǊƪŜǘ ŦƻǊ ¦{ ƎƻƻŘǎ ƛǎ ǎǘƛƭƭ ƳǳŎƘ ƭƻǿŜǊ ǘƘŀƴ /ŀƴŀŘŀΩǎ ǎƘŀǊŜύΤ όоύ ƛǘ ƛǎ ōȅ ǘƘŜ ƎǊŀŎŜ ƻŦ /ƘƛƴŜǎŜ ŀǇǇŜǘƛǘŜ 
for US Treasuries that the dollar has not collapsed and that the Fed has been able to pursue a policy of 
quantitative easing (the Chinese are the largest holders of US Treasuries and without their demand for 
these products, interest rates would need to rise, choking off any hopes for a recovery) 

o However, Paul Krugmansuggests that having the Chinese divest out of US Treasuries 
(selling them and plowing their money into yens and euros, for example) would actually be 
good, as this is, in essence, a classic case of monetary sterilization for the economy (which 
ǿƻǳƭŘΣ ƛƴ ŜŦŦŜŎǘΣ ƎƛǾŜ ƳƻǊŜ ǇƻǘŜƴŎȅ ǘƻ ǘƘŜ CŜŘΩǎ ŎǳǊǊŜƴǘ ǇǊƻƎǊŀƳ ƻŦ ǉǳŀƴǘƛǘŀǘƛǾŜ ŜŀǎƛƴƎύ 

ÁThe persistent US trade deficit prompted Ben Bernanke last week to speak of the need for Asian 
nations (with whom the US has large trade gaps), to  help restore global balances (i.e. to stop the flow 
of US dollars abroad by revaluing these currencies against the greenback)

o The fall in the US dollar in recent times (hardly a collapse of the currency, but a substantial 
depreciation nevertheless) will help (in a small way) to  restore part of the global imbalance 
by steering demand towards domestic  goods and also prompting foreigners to buy American 
goods
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Top left: Recovery rates (3-month rolling average, 3MRA) for several major card master trusts; recovery rates have fallen 
steeply in the last 3 years.  Source: ABSNet. Top right: Time series of payment rate for 7 large card master trusts. Source: 
ABSNet, NBER. Middle left: Time series of yield for 7  large master trusts; yield is rebounding. Source: ABSNet, NBER.
Middle right: Spread between Aaaand Baa corporate debt over 30-year Treasuries. Source: FRB. Bottom: Time series of 
cumulative trade deficit since 1992 along with the year-over-year growth in imports and exports. Source: CB, BLS, NBER.
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Top left: The composition of revolving credit by consumer credit quality. Note that the share of subprime is expected to 
decrease. Source:  FRB, GS. Top right: Card revenues attributable to: (1) penalty fees, (2) annual fee, (3) interchange. 
Source: US GAO, American Banker, GS.Middle left: Top 5 card issuers in the prime card market. Source: GS.Middle right:. 
The Treasury-Eurodollar (TED) spread has finally returned to normal levels. Source: CapitalIQ, US Treasury.Bottom: State 
by state unemployment in September; 15 states had double-digit unemployment in September. Source: BLS.
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ÁFederal Reserve Chairman Ben Bernanke warned Congress last week about efforts to move up the 
effective date of tough new rules for credit card companies, saying such action could hurt 
consumers as much or more than help them
ÁWhile the new deadline could benefit consumers by providing protections earlier than scheduled, it 

also would force the Federal Reserve to implement the new rules without giving the public and the 
ŎǊŜŘƛǘ ŎŀǊŘ ƛƴŘǳǎǘǊȅ ǘƛƳŜ ŦƻǊ ŎƻƳƳŜƴǘΣ άǿƘƛŎƘ ŎƻǳƭŘ ƭŜŀŘ ǘƻ ǳƴƛƴǘŜƴŘŜŘ ŎƻƴǎŜǉǳŜƴŎŜǎέ
Á/ƻƴƎǊŜǎǎ ƛƴ aŀȅ ǇŀǎǎŜŘ ǎǿŜŜǇƛƴƎ ŎǊŜŘƛǘ ŎŀǊŘ ǊŜŦƻǊƳ ƭŜƎƛǎƭŀǘƛƻƴ ǘƻ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƭƛƳƛǘ ǘƘŜ ƛƴŘǳǎǘǊȅΩǎ 
ǇƻǿŜǊǎ ǘƘŀǘ ŎǳǊōǎ ŎǊŜŘƛǘ ŎŀǊŘ ŎƻƳǇŀƴƛŜǎΩ ŀōƛƭƛǘȅ ǘƻ ƛƴŎǊŜŀǎŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ŀƴŘ ŀǎǎŜǎǎ ŦŜŜǎ ŀƴŘ 
penalties on consumers
ÁHouse Financial Services Committee Chairman Barney Frank (MA-D) is upset that some credit card 

companies pushed through rate increases ahead of the new rules
ÁOpponents of moving the date to December 1 fear that credit card companies would push the costs 

of complying the laws earlier than expected on to consumers
Á.ŜǊƴŀƴƪŜ ǎŀƛŘ ǘƘŀǘ ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜ ŎŀƴΩǘ ǇǊŜŘƛŎǘ Ƙƻǿ ǎǇŜŜŘƛƴƎ ǳǇ ǘƘŜ ŜŦŦŜŎǘƛǾŜ ŘŀǘŜ ǿƻǳƭŘ 

affect the availability of credit and rates on credit cards
Áά/ǊŜŘƛǘƻǊǎ Ƴǳǎǘ ƳŀƪŜ ŜȄǘŜƴǎƛǾŜ ŎƘŀƴƎŜǎ ǘƻ ǘƘŜƛǊ ǎȅǎǘŜƳǎ ŀƴŘ ōǳǎƛƴŜǎǎ ƳƻŘŜƭǎ ƛƴ ƻǊŘŜǊ ǘƻ ŎƻƳǇƭȅέ 

with the new rules, Mr. Bernanke said
Source: Boston Herald
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Á¦{ ŎǊŜŘƛǘ ŎŀǊŘ ŘŜŦŀǳƭǘǎ ŦŜƭƭ ƛƴ {ŜǇǘŜƳōŜǊ ŦǊƻƳ ŀ ǊŜŎƻǊŘ ƘƛƎƘ ŀǎ ŦƛǾŜ ƻŦ ǘƘŜ ƴŀǘƛƻƴΩǎ ǎƛȄ ōƛƎƎŜǎǘ ŎŀǊŘ 
ƭŜƴŘŜǊǎ ǇƻǎǘŜŘ ƳƻƴǘƘƭȅ ŘŜŎƭƛƴŜǎ ŀŎŎƻǊŘƛƴƎ ǘƻ aƻƻŘȅΩǎ ƭŀǎǘ ǿŜŜƪ
ÁAnnualized write-offs dropped to 10.72% from 11.49% in August
ÁLoans at least 30 days delinquent, a signal of future losses, rose to 5.97% from 5.8%. Loans 30 to 59 
Řŀȅǎ ƻǾŜǊŘǳŜΣ ƻǊ άŜŀǊƭȅ-ǎǘŀƎŜέ ŘŜƭƛƴǉǳŜƴŎƛŜǎΣ ǊƻǎŜ ǘƻ мΦсс҈ ŦǊƻƳ мΦср҈
Á!ƳŜǊƛŎŀƴ 9ȄǇǊŜǎǎΣ ǘƘŜ ōƛƎƎŜǎǘ ŎŀǊŘ ƛǎǎǳŜǊ ōȅ ǇǳǊŎƘŀǎŜǎΣ ǿŀǎ ǘƘŜ ƻƴƭȅ ƻƴŜ ƻŦ ǘƘŜ ǎƛȄ ōŀƴƪǎ ǘƘŀǘ ŘƛŘƴΩǘ 

post a September rise in delinquencies
ÁCapital One, the third-biggest issuer of Visa credit cards, logged higher September defaults and 

overdue loans
ÁRising delinquencies and an expectation of higher unemployment suggest credit-card write-offs will 
ǊƛǎŜ ƛƴ ŎƻƳƛƴƎ ƳƻƴǘƘǎΣ ǎŀƛŘ aƻƻŘȅΩǎ ŀƴŀƭȅǎǘǎ WŜŦŦǊŜȅ Hibbsand Will Black, who forecast defaults will 
peak at 12 to 13 percent in mid-2010

Source: Wall Street Journal

/ǊŜŘƛǘ ŎŀǊŘ ŘŜŦŀǳƭǘǎ Ŧŀƭƭ ƛƴ {ŜǇǘŜƳōŜǊΣ aƻƻŘȅΩǎ ǎŀȅǎ



ÁA US federal judge gave final approval last week to a $336mm settlement of a lawsuit accusing 
banks and credit card groups of conspiring to overcharge consumers on currency transactions
ÁThe class-action settlement won preliminary approval in Nov-06; it covered holders of US-issued 

MasterCard or Visa credit cards and Diners Club credit cards who made foreign transactions 
between 1996 and 2006. The case also required card companies to improve their fee disclosures
ÁCardholders believed that $1.1bn of fees were at issue; there was a strong chance cardholders 

would recover little or nothing had they gone to trial
Source:  Reuters
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/ǊŜŘƛǘ /ŀǊŘǎ όŎƻƴǘΩŘύ

US judge okays $336mm credit card fee settlement

Auto Finance

ÁThe nonprofit Consumers for Auto Reliability and Safety (CARS) along with other groups held a 
conference call last week urging the US House of Representatives' Financial Services Committee to 
include monitoring of dealer financing in the proposed Consumer Financial Protection Agency
ÁProposed by Barney Frank (MA-D), the chair of the House committee, the new agency would 
ϦǇǊƻǘŜŎǘ ŎƻƴǎǳƳŜǊǎ ŀƎŀƛƴǎǘ ǳƴŦŀƛǊ ǇǊŀŎǘƛŎŜǎ ōȅ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ ŎƻƳǇŀƴƛŜǎά
ÁBut CARS and about 30 other advocacy groups ςincluding Consumers Union, the Consumer 

Federation of America and Public Citizen ςwant car dealers also to fall under the federal umbrella 
(they were successful, as the version of the CFPA that passed the House last week exempted car 
dealerships)
ÁSusan Weinstock, director of CFA's financial reform campaign, said monitoring unfair or deceptive 

dealer financing practices would be a natural byproduct of an agency designed to watch over credit 
card companies and other lenders

Source: Sacbee.com

Sacramento watchdog urges Congress to pass auto finance reform

October 19thςOctober 25th, 2009 (Week 43)

ÁAnnual percentage rates (APRs) on new credit card offers stayed flat for the second straight week 
after a spate of recent rate hikes
ÁThe national average credit card APR is calculated using about 95 of the most popular credit cards in 

the country, including cards from dozens of leading US issuers representing every card category. This 
week, it rose slightly to 12.61% due to some reconfiguration of card offers in the database. 
Introductory (teaser) rates are not included in the calculation
ÁAmong the average APRs in nine card categories, one increased, one decreased and seven were 

unchanged
Source: Reuters

Weekly credit card rate report
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Student Loans

ÁIn the last 10 months of 2008, $8bn worth of student loans dried up, as some of the nation's biggest 
banks and state guarantors of student loans either scaled down or stopped making loans altogether
ÁIn the past year, more than 500 colleges have made the switch to the direct lending program run by 

the US Department of Education
ÁFor students, little has changed. The financial aid office certifies a student's eligibility for federal aid 

online, processes the application and sends it to the Department of Education via a secure system 
online

Source: NPR News

More colleges turn to Uncle Sam for student loans

ÁShares of  Sallie Mae (NYSE: SLM), the student lender, rallied last Wednesday after the company said 
it thinks charge-offs on student loans peaked in the third quarter and that improving credit markets 
may allow it to make more money on loans
ÁCharge-offs, rose to $443mm in the June-September period from $352mm in the second quarter, 

but the outlook is brightening as the profile of its borrowers improves
ÁDefaults likely peaked in the third quarter, with rates likely improving from July to September
Á{ŀƭƭƛŜ aŀŜΩǎ /9h  ŀƭǎƻ ǎŀƛŘ ǘƘŜ ŎƻƳǇŀƴȅ ƘŀŘ Ǉƭŀƴǎ ǘƻ ŎƻƴǘƛƴǳŜ ƻǇŜǊŀǘƛƻƴǎ ŜǾŜƴ ƛŦ ƛǘ ǿŀǎ ƴƻǘ ŀƴ 

originator of federal student loans in the future
Source: Forbes

SLM shares soar; company sees loan defaults improving

October 19thςOctober 25th, 2009 (Week 43)

!ǳǘƻ CƛƴŀƴŎŜόŎƻƴǘΩŘύ

Top execs at rescued auto firms to get 25% pay cut

ÁChrysler's top executives will lose nearly a fourth of their total compensation as part of the 
ƎƻǾŜǊƴƳŜƴǘΩǎ  ŀǘǘŜƳǇǘ ǘƻ ŎǳǊō ŎƻƳǇŜƴǎŀǘƛƻƴ ŀǘ ŎƻƳǇŀƴƛŜǎ ǘƘŀǘ ŀǊŜ ƴƻǿ ǿŀǊŘǎ ƻŦ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΦ 
Kenneth Feinberg was assigned as the pay czar to rein in spending that is not in the interest of 
taxpayers
ÁAt GM, a proposal to push cash salaries as high as $1.8 million was rejected. Top company 

executives face an overall pay cut of just under 25%. CEO Fritz Henderson, stands to make more 
than before, an increase over his 2008 salary of $1.7 million, but less than the $7.2-million total 
compensation package he had in 2007
ÁFeinberg was appointed to make sure senior executives at the seven companies receiving the most 

money under the Troubled Asset Relief Program, or TARP, didn't spend taxpayer money on 
excessive salaries
ÁThe automakers and the finance companies have received more than $80bn in TARP financing
Source: Freep.com



9

FG ADVISORS: INVESTMENT BANKING SERVICES
FGSOLUTIONS: STRATEGIC CONSULTING SERVICES

Weekly Specialty Finance Industry Review

Disclaimer:  This analysis ("Analysis") was created by an affiliate of FG Companies, LLC. FG Companies, LLC and its affiliates ("FG Entities") do not 
assume responsibility for the accuracy or completeness of the information in this Analysis nor any by-product of such information thereof. Certain 
results in this Analysis are forward-looking.  These forward-looking results are subject to risks and uncertainties that may cause actual results to differ 
materially from the results in this Analysis. No expressed or implied representations or warranties with respect to the accuracyor completeness of any 
information, assumptions, forward-looking statements, or results contained in this Analysis are made by any FG Entities.

9

SPECIALTYFINANCEHEADLINES

General Consumer Finance

ÁeBay said on last Monday that its Bill Me Laterdeferred payment option would now be available for 
both eBay and PayPal, just in time for the holiday selling season
ÁeBay has spent the past year integrating Bill Me Later, which it hopes will lure buyers who need 

immediate credit
ÁThe service, which the company purchased last fall, offers one-time deferred payment options to 

consumers
ÁIt is carried by such major retailers as Toys R Us, Zappos.com, Petcoand Wal-Mart
ÁThe San Jose, California-based company has always planned to incorporate Bill Me Laterwith eBay, 

which offers fixed-price and auction-type sales, and with its fast-growing online payments service 
PayPal
ÁLast fall, eBay said that the Bill Me Later option would generate some $150mm of revenue this year
ÁThe company reported third-quarter results last Wednesday
Source: Reuters

eBay rolls out Bill Me Laterto eBay, PayPal sites

October 19thςOctober 25th, 2009 (Week 43)

ÁBillionaire investor Carl Icahn offered to underwrite a $6bn loan to CIT last Monday, complaining 
that a proposed solution hammered out by the cash-strapped century-old commercial lender and its 
largest creditors is too expensive and detrimental to CIT's smaller bondholders
ÁIcahn ςwho refers to himself as CIT's largest creditor ςsaid the company is "shamelessly" offering to 
ǎŜƭƭ ŎŜǊǘŀƛƴ ƭŀǊƎŜ ōƻƴŘƘƻƭŘŜǊǎ Ϸсōƴ ƻŦ ǎŜŎǳǊŜŘ ƭƻŀƴǎ ϦǿŜƭƭ ōŜƭƻǿ ǘƘŜƛǊ ŦŀƛǊ ƳŀǊƪŜǘ ǾŀƭǳŜά
ÁIcahn offered to underwrite the $6bn loan that he said would save the company as much as 

$150mm in fees to prospective lenders under the company's proposed financing
ÁIcahn said in a statement that his offer wouldn't force bondholders to vote for CIT's current 

restructuring plan, which he claims would "entrench current board members and give them releases 
ŦƻǊ ŀ ǊŀƴƎŜ ƻŦ Ǉŀǎǘ ŀŎǘǎά
ÁIn exchange for committing to and funding the new term loan under the company's plan, CIT would 

pay lenders a total of 5% in commitment and funding fees
ÁThis would cost CIT $300mm in addition to an interest rate of at least 9.5%. CIT originally received a 

$3bn rescue loan from a steering committee of six of its largest bondholders in July
ÁNew York-based CIT will increase the amount of equity offered to holders of its subordinated debt 

and include bonds that mature after 2018 that previously weren't part of the exchange offer or 
reorganization plan that was announced October 1
ÁThe company is also proposing that maturities on new notes issued as part of the exchange will be 

shortened by six months. It will also increase the interest on new debt offered to holders of bonds 
sold by a Canadian unit of CIT, the firm said on Oct. 16

Source: Wall Street Journal

Icahn offers to underwrite $6bn loan to CIT 



ÁBen Bernanke warned that Asian export-promotion policies and US budget deficits could refuel 
global economic imbalances and put efforts to achieve more durable growth at risk if not curbed
ÁHe said that while trade imbalances had started to narrow, as US households ramped up saving in 

response to a deep recession that ate at their wealth, they still pose a long-run threat to the US 
global economy if they persist too long
ÁUS officials have long pressed China to allow its currency to appreciate, which would lessen any price 

advantage Chinese goods may have in global markets
ÁThe performance of the US economy and the dollar, which has fallen 7 percent against a basket of 

currencies this year, will depend on the government's success in controlling its budget deficit
Source: Reuters
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ÁThe Federal Reserve confirmed it had been testing reverse repurchase agreements with primary 
dealers and said it had broadened the use of these monetary policy tools to include tri-party repos
ÁGeorge GoncalvesΣ ƘŜŀŘ ƻŦ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǎǘǊŀǘŜƎȅ ŀǘ /ŀƴǘƻǊ CƛǘȊƎŜǊŀƭŘ ǎŀƛŘΥ ά¢Ƙƛǎ ŎƭŀǊƛŦƛŎŀǘƛƻƴ ǎƘƻǳƭŘ 
ŀǘ ƭŜŀǎǘ ōŜ ǾƛŜǿŜŘ ǘƘŀǘ ǘƘŜ ƎǊŀŘǳŀƭ ǊŜƳƻǾŀƭ ŀƴŘ ŜȄƛǘ ƻŦ ƭƛǉǳƛŘƛǘȅ ƛǎ ǎǘƛƭƭ ǘƘŜ Ƴŀƛƴ ŦƻŎǳǎ ŦƻǊ ǘƘŜ CŜŘέ
ÁThe eventual use of reverse repos will enable the central bank to drain cash from the financial 

system, when it decides to start tightening monetary policy
Á¢ƘŜ CŜŘΩǎ ǎǳǇǇƻǊǘ ƻŦ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǎȅǎǘŜƳ ǎƛƴŎŜ ǘƘŜ ŜƴŘ ƻŦ нллт Ƙŀǎ ǊŜǎǳƭǘŜŘ ƛƴ ǘƘŜ ŎǊŜŀǘƛƻƴ ƻŦ Ǿŀǎǘ 

excess reserves of more than $1,000bn, which are held by the banks
ÁIn December last year, when the central bank established a target range for the Federal funds rate 

of 0.00 to 0.25 per cent, it stopped conducting reverse repos to influence rates
Source: Financial Times

Fed confirms reverse repo tests 

October 19thςOctober 25th, 2009 (Week 43)

Miscellaneous

Bernanke calls for action on global imbalances

ÁThree major US trade groups are urging the Obama administration to back an extension of the 
$8,000 first-time home-buyer tax credit set to expire November 30, 2009
ÁLawmakers, including Senate majority leader Harry Reid, are pushing for an extension of the tax 

credit. House and Senate panels held hearings addressing the tax credit issue last week
ÁThe large price tag for prolonging the tax credit is likely to put off many would-be supporters, 

including many on Capitol Hill concerned about the widening budget gap
ÁThe cost of a Senate measure to extend the tax credit through June 30, 2010, and broaden it to 

cover all buyers of a principal residence, not just first-timers, would cost $16.7bn
ÁCritics of extending the tax credit say it is an inefficient way of boosting the economy because it 

helps many people who would have bought a home anyway
ÁThe realtors group estimates the tax credit ςrevamped early this year as part of the economic 

stimulus package ςhas generated about 355,000 home sales that wouldn't have otherwise occurred
Source: NY Times

Housing trade groups urge Obama administration to back tax credit 
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