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Macroeconomic indicators:
ÁInflation came in at 1.9% annualized, its highest level since last November and the first month since February 

that the 12-month change in the CPI was not negative. The month-to-month change in November was 0.4%, its 
highest since February of this year. Central bankers typically target yearly changes of 1% to 3%

o In the last quarter of 2008 the country was experiencing outright deflation, while in recent months 
the US has been suffering from disinflation. The upsurge in prices is actually comforting news as the 
threat of deflation is still very real, and because of the asymmetries of deflation (relative to inflation), 
it would be extremely difficult to dig the nation out of a deflationary trap (c.f. the experience of 
Japan); there are solid and uncomplicated tools to deal with inflation, even if they may be unpopular 

ÁCapacity utilization came in at 71.3% for November, up from 70.7% last month. The industrial sector is reviving 
slowly but surely, but it has a long way to go before reaching its pre-recession level  (see charts on page 5)

ÁIndustrial production was up 0.8% last month, beating market expectations by 30 basis points. The strength of 
the recovery has been in industrial production thus far, with consumers showing mixed signals. Weakness in 
consumers is partially explained by their newfound thriftiness (evidenced by the increased savings rate), but 
the thriftiness comes at an inopportune time ςwhen aggregate demand (by consumers andbusinesses) has 
been flat (rescued by the grace of government spending)

Á¢ƘŜ ŎǳǊǊŜƴǘ ŀŎŎƻǳƴǘ ōŀƭŀƴŎŜ ŎŀƳŜ ƛƴ ŀǘ ƴŜƎŀǘƛǾŜ ϷмлуōƴΣ ǎƭƛǇǇƛƴƎ ŦǊƻƳ ƭŀǎǘ ƳƻƴǘƘΩǎ ǾŀƭǳŜ ƻŦ ϷфуōƴΦ ¢ƘŜ ǘǊŀŘŜ 
balance normally deteriorates in recoveries as part of increased consumption spending falls on imports 
(although for the US some imported goods may be seen as inferior goods vis-à-vis domestically-made goods) 

Housing market:
ÁHousing starts in November totaled 574,000 in November, an increase of almost 50,000 units from its October 

level. Housing starts are at historic lows having tumbled from a  pre-crash high of 2,273,000 units in January 
2006. Thus housing starts are at only 25%  of their peak level. Moreover, per capita housing starts is now just 
186 units per 100,000 persons, and has hovered below 200 for the past 12 months. Outside of the current 
recession housing starts have never fallen below 300 units per 100,000 population, which underscores just how 
soured the housing market has become (and is likely to stay depressed for a considerable time)

o Since the government officially began tracking housing starts, the peak level of housing production 
was January 1972 when it reached 1,194 units per 100,000 persons. The current level of production is 
just 15.6% of peak its record high and less than 30% of its long-run average

o Housing starts have remained flat since 2009, but at least it is no longer falling precipitously (albeit it 
would be hard for housing to have fallen much further given a zero lower bound). 

ÁThe Federal Reserve released a report last week with a new estimate on the value of the housing market, 
pegging the total value of residential real estate at $16.53tn, of which the share owned by properties with 
mortgages (about 30% of the housing stock is without a mortgage, and they typically tend to be held by richer 
households) is about $11tn

o ¢ƘŜ CŜŘΩǎ ǊŜǇƻǊǘ ǊŜǾƛǎŜŘ ƛǘǎ ǇǊŜǾƛƻǳǎ ŜǎǘƛƳŀǘŜ ƻŦ ǘƘŜ ǾŀƭǳŜ ƻŦ ƘƻǳǎŜƘƻƭŘǎΣ ǎƘŀǾƛƴƎ ƻŦŦ Ϸнǘƴ ƻŦ ƴŜǘ 
worth from the old estimate. The revised number is more in line with market estimates

Bank failures:
ÁWith just two weeks remaining in 2009 the total number of FDIC-administered bank failures stands at 140. This 

palls in comparison to the number of bank failures in the wake of the savings and loan crisis of the 1980s and 
early 1990s. However, the total assets of banks failed to date in the current crisis is by far the largest, even on 
an inflation-adjusted basis (albeit that the economy has grown much larger since prior banking crises)

o The bank watch list now stands at about 550. The actual list of names is of problem banks is not 
published by the FDIC for fear of sparking bank runs by nervous customers. Historically, the share of 
ōŀƴƪǎ ƻƴ ǘƘŜ C5L/Ωǎ ǇǊƻōƭŜƳ ƭƛǎǘ ǘƘŀǘ ŜǾŜƴǘǳŀƭƭȅ ƎŜǘ ǎŜƛȊŜŘ Ƙŀǎ ōŜŜƴ ŀōƻǳǘ мо҈Σ ōǳǘ ǘƘƛǎ ƴǳƳōŜǊ ƛǎ 
(and has proven to be) higher in this crisis (the failure rate is running close to twice that level) 
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Unemployment:
ÁInitial unemployment claims came in at 480,000, slightly worse than market expectations of 465,000. Job 

recoveries has been in the making for the past several months with y-o-y changes in unemployment (by all 
measures) falling since late 2009, indicating that the worst on the joblessness front has passed.  Nevertheless, 
the bleeding has yet to stop as jobs are still being lost (compared with a slowing of job losses in recent months)

o The unemployment rate fell to 10.0% in November even as the economy shed 11,000 jobs last month 
(and catching most economists by surprise). The fall in the jobless rate comes at a time when the 
economy is still bleeding jobs; the reason for this disparity is the way in which the unemployment 
rate is calculated (household survey) and how the labor force as well the unemployed are counted. 
The newly jobless numbers reported by the media are typically the loss in non-farm payroll jobs

ÁUnemployment in November fell in 36 states (which also saw the national rate slip from 10.3% to 10.0%). 
Unemployment is highest in MI (14.7%), RI (12.7%), SC (12.3%), NV (12.3%) and CA (12.3%). CA and NV are real 
estate bubble economies, while Michigan is plagued by the demise of the domestic auto industry

o The lowest rates of joblessness are in ND (4.1%), NE (4.5%), SD (5.0%), KS (6.3%) and UT (6.3%). 
However, the lower unemployment figures might be a mirage because of the high proportion of rural 
residents in these states ςrural unemployment is easier to hide. Moreover, the population base of 
these states are very small in comparison to states such as Michigan and California

Economists in the news:
ÁBen Bernanke faced confirmation hearings the past few weeks and was greeted by some politicians with a lot 

on enmity. Much of the scorn that has been heaped upon Dr Bernanke by a handful of spiteful politicians is 
mostly unwarranted. Most economists give Ben Bernanke a good score on how he has coped with the crisis. 
However, most pundits would also opine that he was slow in dealing with the nascent crisis. Nevertheless, the 
country has been fortunate to have had a Great Depression scholar at the helm of the Fed when the economy 
dipped into the Great Recession (which could have very possibly become another Depression if not for the Fed 
chairman). Bernanke should get credit for many of his unconventional policies (borne from many of his 
academic papers ςwhich showed the relevance of his research in real-world situations) that helped the 
economy avoid an utter collapse

o Nevertheless, the Fed has done little to combat the scourge of joblessness that has plagued the 
ŎƻǳƴǘǊȅ όŀƭōŜƛǘ ǘƘŜ CŜŘΩǎ Ƴŀƛƴ Ƴƛǎǎƛƻƴ ǊŜƳŀƛƴǎ ǇǊƛŎŜ ǎǘŀōƛƭƛǘȅΣ ǊŀǘƘŜǊ ǘƘŀƴ ŀŎǘƛƴƎ ŀǎ ŀƴ ŀƎŜƴǘ ŦƻǊ Ƨƻō 
creation). However, politics may force the Feds hands into more active job creation activities

ÁPaul Samuelson, the second recipient of the economics Nobel (and uncle of Larry Summers, the former 
Treasury secretary and current chief economic advisor to Barack Obama), passed away last week. Samuelson 
ƘŀŘ ǘǊŀƛƴŜŘ ŀ ƭŜƎƛƻƴ ƻŦ ŜŎƻƴƻƳƛǎǘǎ ƛƴ ǘƘŜ ǿŀȅǎ ƻŦ άǎŀƭǘ ǿŀǘŜǊέ ŜŎƻƴƻƳƛŎǎΣ ƛƴ ŎƻƴǘǊŀǎǘ ǘƻ ǘƘŜ ǿŀȅǎ ƻŦ άŦǊŜǎƘ 
ǿŀǘŜǊέ ŜŎƻƴƻƳƛŎǎ όƭŜŘ ōȅ aƛƭǘƻƴ CǊƛŜŘƳŀƴύΦ Wǳǎǘ ŀ ŦŜǿ ƳƻƴǘƘǎ ōŜŦƻǊŜ ǇŀǎǎƛƴƎ ŀǿŀȅΣ {ŀƳǳŜƭǎƻƴ ƘŀŘ ǊŜƳŀǊƪŜŘ 
on the dismal state of modern macroeconomics. Amongst other beefs, he took  exception to the lack of priority 
given to studying liquidity traps by most modern macroeconomists (including Bernanke), especially as Japan 
ƘŀŘ ƭƛǾŜŘ ǘƘǊƻǳƎƘ ƻƴŜ ƴƻǘ ǎƻ ƭƻƴƎ ŀƎƻΦ όhƴŜ ƴƻǘŀōƭŜ ŜȄŎŜǇǘƛƻƴ ǘƻ {ŀƳǳŜƭǎƻƴΩǎ ŎǊƛǘƛǉǳŜ ǿŀǎ tŀǳƭ Krugman, one 
of a few mainstream economists to have been vocal about the perils of liquidity traps in modern economies ς
and probably not by coincidence, Krugmanwas a student of Samuelson at MIT.)

Copenhagen:
ÁThe resistance by some against cap-and-trade mechanisms to help reduce emissions is frustrating for most 

economists ςthey generally believe that the program could be an effective means of curbing greenhouse gases
ÁDǊŜŜƴ ǘŜŎƘƴƻƭƻƎƛŜǎ όάgreentechέύ ŀǊŜ ƭƛƪŜƭȅ ǘƻ Ǉƭŀȅ ŀ ǇǊƻƳƛƴŜƴǘ ǊƻƭŜ ƛƴ ǘƘŜ ƭƛǾŜǎ ƻŦ ŎƻƴǎǳƳŜǊǎ ƛƴ ǘƘŜ ŦǳǘǳǊŜ ŀǎ 

countries are forced to become cleaner. The ways in which households will finance greening their lives (e.g. 
solar panel roofs, natural insulation, etc.) may provide a new avenue of consumer financing opportunities for 
existing consumer finance firms, as well as create new opportunities for new players to enter the market
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Top left: Average and median duration of unemployment by number of weeks. Average duration tends to be much higher 
due to the fat right tail of long-term unemployment. Source: BLS, NBER. Top right: Total unemployment by tenure of 
joblessness. Source: BLS. Middle left: University of Michigan consumer sentiment remains low. Source: NBER, S&P, 
UMichigan.Middle right: Y-o-y percent change in 3MRA of consumer sentiment. Source: NBER, S&P, UMichigan. Bottom:
The composition of unemployment by duration of joblessness ςnote the uptick in long-term joblessness. Source: BLS.
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Top left: Unemployment as a share of total population 16+. Source: BLS, FRB, NBER. Top right: Y-o-y percent change in 
household credit market debt and its share of GDP. Source: BEA, FRB, NBER.Middle left: Capacity utilization in recessions  
falls quickly (akin to unemployment rising sharply). Source: FRB.Middle right: Capacity utilization in recovers slowly 
coming out of a recession (akin to unemployment falling slowly in recoveries). Source: FRB.Bottom: Housing starts per 
100,000 persons bottomed out, but has yet to rebound. (NB: green regions denote recoveries.) Source: FRB, NBER.
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ÁAmong an otherwise long string of reports of rising credit card defaults, American Express continued 
to break the trend and significantly outperformed its competitors
ÁWhile credit card charge-offs for other card issuers resumed their upward climb after a short lull in 

October, !Ƴ9ȄΩǎcredit card charge-offs and late payments fell to their lowest levels so far in 2009
Á!Ƴ9ȄΩǎnet charge-offs on loans 60+ DPD fell for the seventh month in a row to 7.6% in November, 

down from 7.8% in October
Á!Ƴ9ȄΩǎcredit card delinquencies (loans 30+ DPD), also dropped, from 4.1% in October to 3.9% in 

November
ÁCitigroup saw credit card defaults jump from 8.79% in October to 10.29% in November, a 17% 

increase; delinquencies were also up, from 5.67% in October to 5.81% in November
ÁThe largest US credit card issuer, JPMorgan Chase, reported defaults rising almost 10%, to 8.81% in 

November from 8.02% in October. However, delinquencies fell to 4.90% from 4.95%
ÁTaken together, the default data indicate that credit card lenders are not yet out of the woods. 

Despite the steps lenders have taken over the past year to tighten lending terms and rein in risky 
credit card portfolios, high unemployment continues to take its toll on consumer finances, and 
ƘŜƴŎŜ ƻƴ ŎŀǊŘƘƻƭŘŜǊǎΩ ŀōƛƭƛǘȅ ǘƻ ǊŜǇŀȅ ŎǊŜŘƛǘ ŎŀǊŘ ŘŜōǘ
ÁCredit card delinquency rates are usually an indication of future losses (as delinquencies snake 

through the delinquency buckets), and if the November numbers are any indication, card issuers will 
continue to struggle with losses from bad credit card debt for some time to come

Source: Credit Card Guide
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ÁMost US credit card companies reported increased charge-offs in November after two months of 
declines,  a sign that consumers remain under stress, sending shares down for the companies with 
credit-card portfolios
ÁCapital One said its charge-ƻŦŦ ǊŀǘŜ ǊƻǎŜ ǘƻ фΦсл҈ ŦǊƻƳ фΦлп҈Σ ŀƴŘ 5ƛǎŎƻǾŜǊΩǎ ŎƘŀǊƎŜ-offs rose to 

8.98% in November from 8.54% in October
ÁCredit card charge-offs and delinquencies usually track unemployment (delinquencies tend to track 

changes in unemployment more so than just its level), which inched down in November to 10.0% 
from 10.3% in October
ÁStill, 11,000 people lost their jobs last month, and analysts expect unemployment to remain high 

through 2010 in what may be a jobless recovery
ÁAs card losses rose to record highs in recent months, lenders closed millions of accounts, trimmed 

credit limits and slashed rewards programs. The companies are also raising fees and interest rates 
ahead of a new consumer-protection law

Source: ABC News

Credit card charge-offs rise in November



ÁTransUnion released its annual auto loan forecast indicating national auto loan delinquencies will 
increase approximately 7% at the end of 2010 to 0.92% from an expected 0.86% at the end of 2009
ÁOnly one state ςCalifornia ςis expected to see a decline in auto loan delinquencies by the end of 

2010. The state's auto delinquency levels should decrease from approximately 1.40% to 1.30%
ÁThe expected increase will be the fifth straight year the nation's 60-day auto loan delinquency rate 

will have either remained the same or increased from the previous year. Between 2004 and 2005 
the nation's delinquency rate dropped 3 basis points, from 0.69% to 0.66%
ÁIn addition, the first half decrease in delinquencies followed by a second half increase is consistent 

with the cyclical pattern of previous years, with a new baseline set with each yearly increase
ÁIn addition to California, other parts of the country that have been hit hard by the mortgage crisis 

look to be slowly improving their credit picture on the auto side as many auto loans reach maturity. 
Both Florida (4.55% increase expected) and Nevada (4.05% increase) are among the top 10 states 
expected to see the least amount of increase in auto loan delinquencies

Source: PR Newswire

ÁPacific Service Credit Union (PSCU), headquartered in California with assets of $1bn, announced last 
week that a recent redesign of its card program has reduced the card rates for most of its 
cardholders
ÁPSCU has a card portfolio of roughly 18,000 card accounts worth roughly $54mn
ÁAs a result of a new program redesign, credit card rates (APR) at PSCU are between 8.90% and 

13.90%, based on credit qualifications
Source: Credit Union Times
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/ǊŜŘƛǘ /ŀǊŘǎ όŎƻƴǘΩŘύ

PSCU card program results in lower rates for most cardholders 

Auto Finance

TransUnion forecasts auto delinquencies to fall and rise in 2010

December 14thςDecember 20th, 2009 (Week 51)

ÁThe latest numbers from issuers including Capital One, JPMorgan and Bank of America indicate that 
consumers remain stressed by high rates of joblessness
ÁIssuers of credit cards are coping with sweeping legislation restricting certain fees and rate 

increases, which will bite into income in the new year
ÁCredit card performance is highly seasonal . The recent uptick in delinquencies are as expected as 

consumers rack up debt for holiday shopping in anticipation of tax returns early in the new year
ÁTo fight the losses, credit-card issuers are scaling back on credit and toughening lending standards. 

Whittling down the size of their credit-card loans can also magnify the extent of credit deterioration, 
as losses are spread over a smaller portfolio

Source: Wall Street Journal

Credit-card issuers under pressure 
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Student Loans

ÁOf the billions that taxpayers spent to help students attend for-profit colleges and universities (such 
as Phoenix University) in 2007, half will never be repaid, according to Department of Education 
projections. And the department expects that over 40% of the loans granted from 2003 to 2006 to 
students at for-profit institutions will ultimately be written off
ÁEarlier this week, the department made public the default rates for students who graduated three 

years ago, reporting that students at the larger for-profits were defaulting at a rate of around 20%. 
Those are similar to levels, last seen during the early 1990s, that prompted the last major changes in 
how government regulates the industry
ÁPreviously, the department published data only for defaults in the 2-year window after students 

graduated. In general, those were relatively low
ÁThe 3-year rates for some schools are high enough that, if those rates continued for another couple 

of years, those schools would no longer be permitted to write federal student loans and grants, 
which cost the federal government spent $117bn
ÁThe stimulus package pumped another $15bn into education grants. The largest recipients of both 

programs are for-profit schools
ÁThe Government Accountability Office (GAO) found good reasons for the higher default rates among 

students who attend for-profits. These schools, which typically do not have entrance exams, accept 
students from lower socio-economic groups who would be unlikely to gain entry into more 
traditional institutions. They also accept more women and minority students, as a percentage than 
nonprofit schools. These groups, the GAO said, are more likely to default on loans

Source: Propublica.org

Real student default rates much higher than previously known

December 14thςDecember 20th, 2009 (Week 51)

!ǳǘƻ CƛƴŀƴŎŜ όŎƻƴǘΩŘύ

Financing basics before taking advantage of 2009 vehicle tax deduction

ÁAs the new vehicle sales tax deduction nears its expiration date, shoppers looking to take advantage 
of the incentive should familiarize themselves with vehicle financing
ÁThe Internal Revenue Service announced in March 2009 as part of The American Recovery and 

Reinvestment Actthat taxpayers who buy a new vehicle this year may be entitled to deduct state 
and local sales taxes and excise taxes paid on their 2009 tax returns. The tax deduction was designed 
to help stimulate interest in new vehicle sales (which have been abysmal since the recession)
ÁThe deduction is limited to taxes paid on up to $49,500 of the purchase price of a qualified new car, 

light truck, motor home or motorcycle made from 17 February 2009 through 31 December 2009
ÁTaxpayers whose modified adjusted gross income is between $125,000 and $135,000 for individual 

filers and between $250,000 and $260,000 for joint filers are eligible for a reduced credit
Source: PR Newswire



ÁThe new Consumer Financial Protection Agency will regulate credit cards, payday lenders, and 
home, auto and student loans and their underwriters
ÁThe banking industry has been vocal in its disapproval of what it depicts as a power grab by the 

government that interferes with its business model
ÁHowever, advocates say a single regulatory body that covers all aspects of consumer lending would 

be a boost for citizens taken advantage of by unscrupulous lenders. Right now, a borrower seeking 
to file a complaint against a bank, credit card or loan company has to figure which one of six 
different agencies oversees that particular company
ÁThe House bill calls for a single, toll-free hotline at which consumers could register complaints
Source: Walletpop.com
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General Consumer Finance

ÁA tight economy compels some credit-constrained consumers to finance their holiday shopping 
through payday loan stores and/or pawn shops, which are typically expensive forms of debt
ÁConsumer protection advocates warn that some of these loans often carry pitfalls after their use, 

and many of these shadow lenders  advertise aggressively in December to hawk their services
Á!ŎŎƻǊŘƛƴƎ ǘƻ ŀ ŘƛǊŜŎǘƻǊ ŦǊƻƳ ǘƘŜ /ƻƴǎǳƳŜǊ /ǊŜŘƛǘ /ƻǳƴǎŜƭƛƴƎ {ŜǊǾƛŎŜΣ άǘƘŜǊŜ ŀǊŜ ƳƻǊŜ ǇŀȅŘŀȅ ŀƴŘ 
ǘƛǘƭŜ ƭƻŀƴ ƭŜƴŘƛƴƎ όōǳǎƛƴŜǎǎŜǎύ ƛƴ ǘƘŜ ǎǘŀǘŜ ƻŦ aƛǎǎƻǳǊƛ ǘƘŀƴ ǘƘŜǊŜ ŀǊŜ aŎ5ƻƴŀƭŘΩǎΣ .ǳǊƎŜǊ YƛƴƎΣ ŀƴŘ 
{ǘŀǊōǳŎƪǎ ŎƻƳōƛƴŜŘέΣ ƳŀƪƛƴƎ ǘƘŜǎŜ ƭƻŀƴǎ ǾŜǊȅ ǘŜƳǇǘƛƴƎ
ÁPayday loans are typically renewed five times before being paid off
ÁMore than half of those who take out payday loans have more than one other simultaneous loan
Source: Stjoenews.net

Experts urge caution on payday loans 

December 14thςDecember 20th, 2009 (Week 51)

ÁThe Federal Deposit Insurance Corporation (FDIC) introduced a preliminary proposal for bank 
securitizations that in many ways mimics the original requirements outlined for the Consumer 
Finance Protection Agency. The proposal is aimed at consumer loan securitizations, a group that also 
includes leases
ÁThe proposal was announced last week, during which FDIC officials said it would double its budget 

allocation for dealing with failed banks (140 thus far in 2009) and add an additional 1,600 staffers
ÁThe rules aim to step up consumer protections, which Sheila Bair said are eroded by securitization 

practices. Among other items, the proposal suggests that originators maintain a (minimum) 5% stake 
in the credit risk of loans they originate
ÁThat percentage, though, is up for debate, depending on the asset class and size of the 
ǎŜŎǳǊƛǘƛȊŀǘƛƻƴΦ LŦ ǘƘŜ ǇǊƻǇƻǎŀƭ ƛǎ ǇŀǎǎŜŘΣ ōŀƴƪǎ ǘƘŀǘ ŦƻƭƭƻǿŜŘ ƛǘ ǿƻǳƭŘƴΩǘ ƘŀǾŜ ǘƘŜ ŀǎǎŜǘǎ ōǳƴŘƭŜŘ ƛƴ 
such securitizations seized by FDIC when they fail 

Source: Globest.com

FDIC proposes rules for bank securitizations

House green lights creation of consumer credit watchdog agency



ÁtǊŜǎƛŘŜƴǘ .ŀǊŀŎƪ hōŀƳŀΩǎ ŜȄǘŜƴǎƛƻƴ ƭŀǎǘ ƳƻƴǘƘ ƻŦ ŀ ǘŀȄ ŎǊŜŘƛǘ ŦƻǊ ŦƛǊǎǘ-time homebuyers failed to 
ǎǘƛǊ ƻǇǘƛƳƛǎƳ ŀƳƻƴƎ ƘƻƳŜōǳƛƭŘŜǊǎ ƻǊ ǎǘƻŎƪ ƛƴǾŜǎǘƻǊǎ ŀōƻǳǘ ǘƘŜ ƛƴŘǳǎǘǊȅΩǎ ǇǊƻǎǇŜŎǘǎ
ÁThe National Association of Home Builders/Wells Fargo Housing Market Index and a Standard & 
tƻƻǊΩǎ ƛƴŘŜȄ ƻŦ ƘƻƳŜōǳƛƭŘƛƴƎ ǎƘŀǊŜǎ ŘǊƻǇǇŜŘ ŀŦǘŜǊ hōŀƳŀ ǎƛƎƴŜŘ ǘƘŜ ƭŜƎƛǎƭŀǘƛƻƴ ƻƴ bƻǾŜƳōŜǊ с
ÁHomebuyers received another five months, until April 30 of 2010, to take advantage of the 
ƎƻǾŜǊƴƳŜƴǘΩǎ ϷуΣллл ŎǊŜŘƛǘΦ ¢ƘŜȅ ŀƭǎƻ ōŜŎŀƳŜ ŜƭƛƎƛōƭŜ ŦƻǊ ŀƴ ŀŘŘƛǘƛƻƴŀƭ ϷсΣрлл ŎǊŜŘƛǘ ƛŦ ǘƘŜȅ ƻǿƴŜŘ 
their previous residence for at least five years
Á¢ƘŜ b!I.κ²Ŝƭƭǎ CŀǊƎƻ ƛƴŘŜȄΣ ŀƴ ƛƴŘƛŎŀǘƻǊ ƻŦ ōǳƛƭŘŜǊǎΩ ŎƻƴŦƛŘŜƴŎŜΣ ŦŜƭƭ ǘƻ мс ǘƘƛǎ ƳƻƴǘƘ ŦǊƻƳ мт ƛƴ 

November. None of the 47 economists in a Bloomberg News survey expected the decline. Readings 
below 50 show that most participants are pessimistic
ÁThe dip in sentiment and share prices were at odds with the growth in November housing starts and 

building permits. Housing starts rose 8.9% to an annual rate of 574,000 homes; permits climbed 
6.9% to a 584,000. However, the levelsare still near all-time lows (so growth ratesseem high)

Source: Bloomberg

ÁThe Federal Reserve said the economy is recovering from its worst recession in decades, but 
reaffirmed its plan to keep short-term interest rates near zero for at least several more months
ÁFollowing a 2-day policy-setting meeting, the central bank reiterated its stance that interest rates 

should stay in their current range as long as unemployment and other forms of economic slack are 
very high and inflation is low
ÁFed officials also emphasized that many of the emergency lending programs they devised in the heat 

of the financial crisis ςsuch as special lending in commercial paper markets and to investment banks 
ςare in the process of being scaled back
ÁάLƴŦƻǊƳŀǘƛƻƴ ǊŜŎŜƛǾŜŘ ǎƛƴŎŜ ǘƘŜ CŜŘŜǊŀƭ hǇŜƴ aŀǊƪŜǘ /ƻƳƳƛǘǘŜŜ ƳŜǘ ƛƴ bƻǾŜƳōŜǊ ǎǳƎƎŜǎǘǎ ǘƘŀǘ 

economic activity has continued to pick up and that the deterioration in the labor market is 
ŀōŀǘƛƴƎΣέ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪ ǎŀƛŘ ƛƴ ŀ ǎǘŀǘŜƳŜƴǘ
ÁThe FOMC voted 10-0 to maintain the target federal-funds rate for interbank lending at between 

zero to 0.25%. The panel's decision isn't a surprise to financial markets, which don't expect the Fed 
to begin raising interest rates until the recovery is entrenched next year 
ÁFed chairman Ben Bernanke cemented those expectations last week, when he said slack in the 

economy and subdued inflation would keep the central bank from lifting interest rates soon
ÁRecent data hint that the recovery is taking hold. Unemployment declined to 10% in November, an 

unexpected drop that bolstered hopes the labor market has turned the corner. Robust retail sales 
and rising consumer confidence, meanwhile, have raised expectations for strong economic growth 
in Q4 (but strong growth in the early parts of the recovery are inherent due to GDP accounting) 

Source: Wall Street Journal
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Miscellaneous

Fed upgrades assessment of economy 

Homebuyer tax-credit extension fails as catalyst
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