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FOMe Now Widely Expected To Ease In First Half or2007
 
~i< c ry TIURK)' y;elds <O<Ililu.od 10 fl U over lb. 
. .,L, lDOOlh, ODd wilh tbem, npeno_ of OIlY odcIirioool tlllhleninil 

by the Fcd<raI Opom Morto:et C_ (FO MC). Ilued on our S<p
lembcr 2S· -26" >UrVC)', 0II1y. qI*1er of ..... _b.lS..,... pmIicl 
lhe • • • 1 <"""it ill th. FOMC', ...... fedrra! I\nids fIl' ..ill be an 
ino::rcase. Of the 7S% 11M' lbink the Ile1I ....... by the FOMC 1IiU be I 
r<duotion in inl............. 4S.7% bel_ i1 will""""," ill Ql of nex' 
~.... and .Imo n 86% prodio. I ad will -"" by 1bo <Dd of Q2 2007 
(". pdg' 14), Th. vi.... ofoutpuelioU ~ _ pri<esilllb. 
r. dmtl fund> ..1. fulure . mart......, p.... 1bo odds of ..... <:ut by 
lh. ,nd ofQ l 2007 01 abou' 10-'5(). 

Since it>puk on JUIl, 2S· , th' day bef_ the FOMe'. WI ..te bik •• 
the """"lan' m,llIrioy Io-yu, T,...ury yi.ld has dropped abaur 61 
basi> point> 1• • teVerl·n'o," h low. In the pr<><:=I, the priceof the .,.,. 
......_ 10-yeo: '""" blew Ihroujlb i1$ 200-day moviIl, ,,'<I'Igt .. its 

yi.ld pl""l'd j"" north of tho psy<holo,kol b.m<r of 4.$% f"" I 
bfid ri.... C " ."lUrity 2·year &Dd S.y.... yi. ld. hav.lir.U." by 
....- . ><&<Ily II>< ...... IIDOUII~ leo'ins th. en,ir, ""upon """'" 
....... 6S IIuiI poinll bel.,.. the ....,., federal fundi ...., ODd d early 
rt1lectIn.-.. ..pecutiom thaI lhe FOMC is des'ined 10 ..... I I 
_ poiD,.. 11M "'" '0,1<1......, run.-..Yi.lds have .i"", ba.kod up 
• Iittl. 011 deaIef ...".;.". tbal the n:wtet has become O, orboU(hl " d 
........... iii bed.... Odivity by boldon of mong'g<4>ackod poper, 

H<ll'in. propd T......,. price>hiJher in SCpt<1nb<r ....... _ oeri.. of 
__ __ I.ft IDOII =--ni... scramblin, 10 tiutlI<r 
reduc< \he ir olready be low-nnd esQrnIIe> lUI C DI' pOWIb over lhe 
n..1 ~ quarten. The 1rIdo dtfici' ..pandiod obarply ill July ....... 
, .poaati"", of • SIIIIII decline. ...,;., omlym' ..po<1IIioono or 
-~ ' , net ''PO'' dtlioi' Il>d iu dnIi 011 overall GO P JIO"'Ib. 10111 
" ) , il ..1.. lDIDIged to register . SIIIIII 0.2% inaeu< ill u,.... v..• 
'''' "pootslion. of I smoll decline. 1IoweYer• .u.. ..... 
motiv, ""mpanen', sol.. II pIOline Ita,;- ond MId II buildiq 
' ul'I'ly " ores, which generally ""nfom> 10 reported ifO"'Ih ill per. 
"",. 1oon'WlT\lrion ..pendi""'" (PeE l. were ",ft. Cor>r i thai, 
raJ PeE ,",'" 1>."" r<poI1od to h,ve f,lI . n ~y 0.1% irI l Tbot 
.... the first deeH"" sin.. 1..1 S<pl.mbet and left lUI PeE """"'" 
• , . ..coker than "poo"d ta,••f2 ,~ _jib lher".. twt>-lhinh or 
QJ.10101 industrioll'fO'lu<tion f.1i 0.1% in ",ui\'>l ..hile f""""Y 
~on .... IIDC....' ""- MoleU"' . tho Pbilod<lphi. Fed ' , Sop. 
t<mber _~r.cturiq: surv ey ..gi.lerod • plunge in,o negat ive terTi 
lOry ro. 1bo f.... lim< 'ino' "'pril 2003. Sepl.mbe, manufaoturing 
......ey. from the New Yorkll>d Ri<hrnond Fed bllllU, ho""',...... did 
"'" "'fie«.mw.-_. 
Tho _ ... -' ....."..,.;... _ look '0 be particular drag> on 

INWlI1 iii 1bo """"" bolf o f "'ill year, Housin , IIIlU f.Ul<> • three· 
J'W" low ill AIIfUSI. MIdproviously "'J"'I1Cd decli.... in \he: prim- two 
".,.,.... ..... ,...;"d ........ Moteol'Ot. permits in "' uguo, dropped to 
I fou'.y ear 10..,. A<ldulJ 10 _ boooin, _ ...islin, 
ho"" sal.. fen ..... ill A~,... lh< yar yar (yly) ebong< 
in modi"'liome pric:.. COMI.."ed by 1.7%, fir>t D<gIlive radin, 
, in« IW,s. Whi le ..,... borne saleo buoke<l " peaotioo$ by ri ..... in 
AUi""l down..ord ..vi....... to w.. io plio< lI'IOOIbs loft .... I~I of 
AUgII" salo. ' ''''Y IlCII" lhe ""noeno", fofecosL ADd. lib ..illirIll 
hOIII< pric' " lb. ~I~ o!'lon~. in tn<dW> n<W borne prices turned "".... 
I,ve (.U% ) in Auguollh< fin, ""b <lC<utrenc< w.ee Oc:c<1IIl>e,. 

nLilineN in,'.ntorio, .dded 0.11 of . p<roen togo point., 1bo .... of
fJ·-oJ GOP i'.wlb in Q2 bu'wiU liUly 'ubtroot from lhe _ of 
, north in QJ. and do so ai'ill III 04 but by • leo.... del"". New 

onIm for dwobl' , oodI foil in holb Angu>! and l nly. the fin, t-<:t. 
Il>-back de<U.... ainc, May 2004, Shipmen " of """-def,,, .. '*Pi'" 
&OOCk. boll«Vel".' pr<I, y for ,opitol .peoding. ro.. 0.9% in ....... 
and 0-''% ill JulY. Ie' Ying th<m ~ ... ",lid . onuali><:d o( 

.hou' 9%, bul tha i .... _ ..... ~ ............ maIy... hod 
1Il1i<ipaTed , oinS inlo tho """'"', 

Combined, u.... ~............... produce • <knp ill ..... _ ' , 
<0"'''''' foleO'" of Q3 ..al GOP""""" ... 2.3% "'hile !beIi>RcaIl 
or 04" i'0wth rato . lipped 10 2.S%. The """""""' r.:.r...... of 
growlb in lh< fim b,lf of ....' y.... oJ", foIl this_ butffiirDoIeo 
of F""th ;n the >«ond balf of 2007 wen' W>clw:Iged. ReoI GOP i' 
..". pr«I~d te flInw " , ~ ,6% .lip in Ql Il>d Q2 of2oo7 ond OIl 
2.9%..1. in QJ and 3.0% ..1. in Q4om.., y..... 

Ell... infllliorl ,one.."., du, in pon to falling ""ergy pnc... _I", 
canirlu<d I. ~ Treuury pri« •. Tho Sop'ember infl.tion reporu 
will n:vallor.. clec:lin.. in psolino. bom. hOlrinll oil and Il.IIIuIII 
.. pri<n. 1ik,ly producin, on ou!liglu d..lin< in th' Con, umer 
I'lic< indio' tCl'1) ODd. >harp PJ-l14>ack in tho yly .hani . from the 
Aul"" .... of 3.8"0. lnd<cd, ox lost September' , K.trill.ll· lndU<:od 
opil<. of 1.2% dropo Y"1 ' buw: in lbo CPI m.y roll bolo", 
.... Y"1 _ iii the CPI fu< lb< f .... tin>o ill fo'" y...... Leoo 111..1y 
;, Illy ....... I<rm puU'- iD tho "".. infl.liorl fil"'''' The vr 
d....' . irI!be .... CPI ........ 2.8% ill "'qn.. and moy hit 3,0%In 
S<:p<ember or Oesnber, tbo Ioigbe<t ~1 ill tnOIC !boo .~. The 
yly <!un.. ill lb< price indo. fu< PeE. tho FOMC', prcfened 
m lIt' of inflllticHt. to 2.$'% iD "'uJlll1. lb< _, 1*0 in II 
y How..... if the . 1.._ Jev<I of.... iIlllIlIon _ ... 10 in 
I..~. pori = ul' from obove·nnd iDa • I <qWvlleru 
..'" (OER), lin~ering infllbon «JIlC<I1IS INIter pomo..... 
and th<FOMC ... likely 10 <!is.ipo" _limo. 
The FOMC m..' ing on Septombei 20th .... .-ntlIIly • """..",.", 
for th< T....ury nw-k d due '" the ron ..f kllIet thIn ..peete<! ...... 
nornk dor.o. and ""n'in.ini drop in ""'iY poicft. WIlsie poli<ymal:. 
... r<lIin<d lbei' ..ymmdti<: bl.. IOWIrd U.......iII.. -... 
>!nun«! elf"'" lhre. l. How.,'er. ,be FQMC ."y u~imIlely """" '" 
be more ...ioc"" .bou. ...in, than 'ho muk... no", JIfedi'" if fall ill& 
<DefIY prices .. In, i, ,,,,, .. """.umer , pendinll. lbe drop in hood 
y;.kI> tqiJu l.hiliz. bola in, dt mond . od I w. okeniIli dollar 
_ <><pOIU, '1roD~ >luck mukd . nllTO'" <rodi' . prood.i and 

...,.;n, connerctIIlendi", .lklltJII' agailu' an 'Ofly ""''' to .... 
policy by tbo FOMC. M.... \mpo<lSntly. UDIe.. &Dd un,ll below-trend 
........oiI; ......... be&ilu 10 pmdo.oce. tnOIC ' ip fiCllll,laokoning in 
1bo Iobor -... <cndi1ica>. policymooken II< Iik. ly to ..llUIin en 

a--d &pio>t irlltatiorsory prnwres, .... "",Is, mony """""'i'" think 
!be >harp 4fop iii yieldl 0\lOI tho put _ """,tho moy hove lell 
T~ VIIInenbIe 10 dill .... , "'II'>!" _th ..moim . , or .hov. i1I lend .... ond """""""" from Fod officill, \bot hirn:I ef 
lin&<rinl intl.""" ~o_
 

Con•• n,u, FOftCI" Fotlowini bdow_ grtIWIh ill Q2 2006
 
lhrou8h Q2 2007. .... pao< ollcal GOP ll"""'h i> CXjJCClod '10 ...
 
bound I. ncar i1$ nnd .... in .... -....:I balfof""'" year .. resi den

ri.1 inv"1I".n' .tsbih"", &Dd .........".. ope<>dmg imp,...... h llml
 
muil' prie.. l ikol~ "'..... lboI\he yly clw>Je in boedlioe """""""'"
 
plio< infl"io. lw peokod. bul ""'" inflllion moy """"m _
 
throuih \he fint balf of .e. t ~.... keooplng Fod policymalo;en COU'
 
tiouo . boul ...in, to soon. The In<k·.... ;ghtod ,oJ.. of tho U.S,
 
doll.. ;, ..pec U:d 10 <onlinu. its d. d i"" OV.. tho fo"""" borizoD
 
t.... ""p 2/0' "'''"'""1)' "frh;. ..""J~ ', U.s. ..."'........ ~J 

Spec'" Q....,mu. The """",lSu. <"n'inued 10 pndiot th< ..... CPI 
....u ~ Oc:c<mber-ov.,.-Oo<omber IIOwth of 2.8% in 2006 on<! 
2.4% iD 2007. Aboul 611% ef th, pan, li,....y IO·ye.. T.......,. 
yieldl 1liU end 1007 hiiher than ...ber, ... . y beiin the you, AI""'" 
balf of "'" pone li... do _ CXjJCCl rW I<.id"'lial i. ,...lm,n, 10 nu, 
" Ii"'" pooilive _UI1ize<I ......th u'll;1 Q4 er "U l ~.., . , III<r. The 
............ puts tt>o oddo of . m:cnioD in 2007 .. 21, l %. . bi' hightl 
thin lasl _.,...-of 26,S% /....".... /4fw 'olll, ls), 
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Consensu s Forecas ts or u.s. Interest Ra in And Kev Asslimptions l 
, 

________ 'HistoIy • _ 
COD.en.n, f OT<'C..t , _Quorlcrly A\'l } 

__A~f", W..k EDdinI Ave"' l . for M""lh UzlUl Q. ao 'Q 'Q ' Q 'Q 'Q-
,~!!l1C1SS! Rat" ~~ :a.J ::iIol...l &a. .lid. .!IIIl. "" "" "" '00.'"" ,., H ,. ,.. ,.F<deroI F""d.1 Rot. '.24 s,n 5.15 5.25 S.2S 5.24 U 9 J.]4 ""'" i"rimc Role O S 825 l,lS B.ll 8.lS 8.25 8.0, 8,25 " .., ... ,.. '.0 

l lBOR, ] .IDD. U I 5.39 5J9 5.40 '.42 $.49 SAo $43 " ••• s.r ..,.., •
s.i
•• •• ,.e 

Commm:ia1 Poper, 1."",_ l,10 5.10 5 21 5,10 S.U '.24 5.1, 5 11 s.s S.l S.O a 

,., •• •••l ttasury bill J_ , 4 93 • .93 4 97 5.(l(i '.09 '.OS U .~ sn s.• ,.. u 
1 =surr bill_. S,07 ' .11 5,12 5.14 S.lI 5.21 5.1 

,, 5 18 U •• U" U 
I T<UUr)' bill, I )'I"_ 4 97 ' .02 ' .02 5.01 '.03 5.22 5.1 5/0 s.n ,.. a •• u u,• ,. ,.. ,. ••• ,.1rcuhIIY DOle. 2 )'1"_ .." •.85 H I H l UO 5.12 5.1 . w ,. ,.. ,. ,. U 

a1 ttasury DOle. S )'1", UO • .73 4.73 4.13 4.82 5,001 '.07 , ~ 

l rcuhllY DQle. I(I )'l". 4.11 U 9 4.79 4.76 U S 5.09 SJ , 4,91 •• a ,. ,U.. a s.e 
Treasury DC>I<. ](1)'1" . 4.11 H 2 4 ,94 H I '.00 S.l J S.l HI <0 ,.. s.c s.t s.r•CorporIIe A.. bood $.49 ' .58 '.59 ' .57 S.6S 5.85 S-I $.69 s., ,. s.• s.• e.o•
Corporale B.. \>and 6,-l() M 9 6.52 6.50 6.59 6.76 6.' 6,61 ••• .., 

•••••• ••• •• •••• ,. .,Slot<ok l<H:. l bonds 4.21 4.JO U 4 UO 4.] 9 4.61 4.60 HJ 
H """lIlOIl aa ~e rat. 6.4<1 6.4) 6.H 644 6.S2 6.76 6.6 M1 ... " s. 

U 
s s.s 

U 
6.5 s.s 

_ _ _ _ _ _ 'Hislory _ • 
Coo..oon, f or",," " · Q" " . rly A'·~. 

JQ 4Q lQ 2Q ]Q 4Q lQ ' Q' ., 'Q 'Q ' Q ' Q 
t oy AHhlQ' PIiooI ~ :lllC:! l.lW: l.lW: ~ ~ ~ '" 
M. jorClnmcyIndex ~ 1.9 IU IU S4.1 I U 14.9 ~2, 81,7 81.0 ~., ~. ~.. 79,6 7H "" "" '"" l 

,. 
ooZ 2007 "" "" 

~ GDP 2, 6 3.4 J,J 4.2 1.1 S.6 2. a.s U ... ,. J.l,•GOP Frio< Index 32 3.S 2,4 3.J 3.J 3.3 3. " 
Coaot>rn<r l'rioo lodn 3,6 2.3 3,1 S.S 3.J 2.2 4, • " ,".. .,U 

••
,. "U "~ " 

'__....-.. • _oh , . H; '"__.....,. U- g _ f """*l R...... R. I_ In'SR) 11,1', LlIOOR_"" "'oOIobIo_n. __.~ .....""' _ioI'llSRIU'.l_.._ ............ ,K_._"'_
 _

U,S. f_ _.M.,.. e...-y _ ;, _ FRSR n. lo 0<Id Q,J , __'" _ 00' 0<Id OOP Cbom<d _ ........ _ ... _01""-
""""'" (BU~ e-__ ICPII"""'" io _ "'" 0.,..- oI~'. _ 01 L-.. _llII-Sl ", __"- fM JIJ_ _ .. ~ 

..... -.. ...__......... 3J. ~fM 1IJ 3... .11"" c•......., 1..- _" -.,. _ _ s.r-w. l l , f'~·"' I.. J":'" 4J 
GDP. GD' ClooIMoI-.__<'_-.I •..j«..- _ _ • of...,....I _ .... _ · ,.· 
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o 3_Monlh Inter.." Rau " 
Hi"my___ _ • 

1. ' ............ 1 ("0".'''''' 1')' s".,'en:i gn bond yi. ld. ountinu«1 '0 
~""'wanI ..... !be 1"" """'Ill OS morteu re"",.d to plunginll 
....IllY p.ites and llfOWinll n peaa 'ions of .10'keI" Illooal ..onolnio 
P'O""'h .................... will ...no. ;nfl.tiorwy p""...... "'" brilli an 
ovmno.oI hoi' 1O.........wy tisht<ning by <enlnlI hanD. T...·yo'" not. 
yi<Id< ;., moot jor iDdusIrialiud na1iooo ha"" fall"" '0 .."".·mon,h 
""'" prodtoo ;""""'«1 yield ;" lll. U.S.,Conoda, !be U.K. "'" 
All<Inlia- The <lope of II>e yi.1d remoins positi,. in !he E...... 
r.ooe hu' ;, upected to lbnen funber in comiot: IIIOIOlhs .. !he E...... 
pun C.,,,rollUlll< (ECB) tiIlh..... I'ilnber . Willl .-....... ro1.. "ill 
qul'. low, Japan rontinues to ba>-.. lll• ..- pooirivelY "oped ''''''''. 
A••, »<C'ed, the ECB Iell mes UDChaopd or iI> Auguot 31- rnmi.. 
bUI ron'inu«1 l<I ~ nwk<I> ror"""'" 25 ...." 1""'" IIlCrt... ill 
<h. repo rat< to 3,2S% .. lht: 00I0ber " _nl- The .... A upo! 
policy '''''eme-n' ,tressed ..... iIll«OOl ..teo reasaioood low, -r and 
",,<li, growth ' lroTIll, l iq~idi1y ...pIe and -'""Y polio:y • .. 
dative , I. regard to «: oonrnic """"', "'" ECB _ Q2 GOP 
growth ",how . , lgtllr,.,.", irnP'O""'''' in lyiDa _mio 
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Con nndrum R, dul? 

We 've been """lli in our <.lIth., US 1000J.t"", yiddl -..ouId riK bock 
10 ... S% 1ov<1-. 1...e1.t wliich ... IutII<d lIC\l..... OIl bondo bad in 
April. T",·yo.. ""to yields b.velumbled by ~S hili. poinll in"" 1*1 
'''' wfeb '" jUlt lII>d<r 4 ,6%, . , ix' month low. Al wort .... fun ..... 
.... =norny"';11 .........n furIh .., • dec line in inn .. j" n ..p«1a1iorll. 
-J .... ..peetation thlll tho Fed tho> wilt ,O\>n ...., In oddiliOll.1 think 
S1roDJ """"'"" doIIlIJld for US dfb< and , inkin8 t. rm promi""" ba.. 
also .._ tho noIly. bin' inJ ...., . I."",nll of Il1t bend nwlo:<1 "«10 

nllBdrnm~ prrvailinJ ill 2004·1OOS hov"om< bock 

Now. I'll bo Ibe Ji.-.l1O <o'D<e<lo lbat lb. o<:oOOllti. IIOW, b.u bo.n ..• 
COJlIi....tly boocI·fiiC1ldly. and th,.. ~ may "'" ........ quickly. And I'U 
..... doarty Iha< lbi> islI·I .... IinI'.... roc..,ly 'hal 1'... pU'h<d b""k 
apUuo Ibe noIly. IlolI bocou&c 1 .. illlhi" 111< fiu>d>m<nl.Ol f..ton driv· 
.. yields ~k<l y 10 Iha< """" ........... JI'OW1h i . lik.ly 10 
1i1l.1obal yie and lb ~ bullisbnno ., • throe-yea, high. 
I think Ib< risIl-.d _II' in !be """" .....ur i> ""f.",ro1>l• • on<! I 
rocornn>ond ..mnl-

Lik. . .......... aco. ponilI&yi.ld> ;"10 rooI -J IlOIIliDoI_"ond..,..,.tri.DJ_ _""'l"ioN oboul Fed oro in .... pric' ia ho lpfullO 
useII \"101".. Real yields ,...... ral ly ....1iI • monlb ago . On...... 
...... roo! riolr.·freo yi<Ido in T1J'S mook.. >land M aboul 2 .2~%, _ 

abou' 40 bp from tboir poaka of J..... M oJipdy ab<>w: Iboir 
. .......J. of the put ...... yeon. II', ~y IIUJIri>iI'lJ Ibol roal yields 
h. . .. ' lipped bod '" Iboir __ In..... pVOll .... """"iDl: oIump. r<

« nlly lOll"" ..onomi. dot&, .... _imimJ ill busiD<Is IUI"eyI, and 
funl1" producllon <ull ~ by ...... IDOIOf ..hid< .......f_· 
en for lb. fourth qu......, Tho« <l<v<lopm<ntl "'""" IboI 0IlIIII&1iz0d 
US po"'lh b.u ,Ii~ 10 about 2\;% in tho <:UIJ'OIII quona-."""""'"
bolow what now think of a ill n-.nd _ of J%, ODd. ........ 
al>o throl t fourth-«lWt<r gt<),,1l>. Bond bulb think roal yieldo bo.... 
fwth.. ' 0 f. 11 • and I would agree Iha< if tho """"""y ...-..ok.... funtIot. 
.... yi.1ds could ' lido SOme mo... 

~t in!lalion do,·d opm..." Ii,v< be... ....... tIlOI< impo<tofIo lh.ooI 
p<>I'I'lh fOl 111< bood-marI<<1 rall y ""or tho put l>lOlld>. as iof\arioo <OlD

p<DI01ioo cakulottd ti'om brool<...n inn .rion (IIEl) boo tumbled by JO 
buiI poin", Tho pi""&,, in ""gjI pric......ill oIwply 10..... _I.... 
inflotinc>, and likc:ly hi.> . Iroody brou~t doWll belb ,~ llIOOAII'OI' 

of inllo6on npo<:Wion> on<! BEl " Indo<:d. o.." oll monthly inflation 
readiDp Iikoly"';l1 "'"' ""J.ti... in SOV''''''Oot, and '0\I1d be . 1oo<! 10 
zero in 0c10b0r, And if"""'IY prie.. 1laY< peaked 'Il" •,.y.ar ...,.. 
bri"", a ... npo<1, lieadliDo infla liOlllIlOuurod by lb. CPl likdy will 
f.oJJ bolow 2%...... .... oominC)Inf. COIlOWTOndy.loog·.."" (liv""" 
.....r-l ioflatiool <apa:tori",," IUI'V<y<d in "'" Uni~i'Y of Miobi_ 
po', COlI.... doolintd 10 2.'1% in Sop«mOot ti'om 3,2% in Aug..l 
1be _,_ in <:oR ioflotioll in July and A"8"" to 0.2% mO!lIlily 
frooI O.J% io <Odl of .... prior four mon .... 01", has ; a1m<d inn.tion 
<:Uo<:on>L And t.:c- .... puo-lhro"Jb of hi""" .na;y ~lIOt<l 

bolptd lill <01'0 iallaoioo, ~ '. iopoaIlI> ............. 6o<1in< in "'''ir 
Jlri<co wi ll ......... _oflbao piotup.
 

Co librolinJ inJ1oliOll ......".......ion from IIEl. iI problematic in hi"ori· 
••1""'",.... boca.... TIPS .........loIivdy ...,. and liquid Ii.. y....
'i". on TIPS yi.ldI (M__ --.;1)") = """" 7S-100 bp 
higbo: Ihan they oro """y. BuI M""""Iy U %. Dd!ber .... l(l.y. ... 
BEl"'" .... e1i1lan1 f""""", (S-ya<. S-ycor forward) BEl "' 2.5% """" 
"'.y OIl' of li... with • _Imic fI>Od;.......... viewof ...'boro iIIflotion io 

loeadcd- Still-lo>l.... inflal"", &Dd inn. tioo . 'pee..tio"" eould filrtbcr 
<lepra> DEb lb.. DOm.inaI yield> 

H01I'C'l...., Iloo pi In"""'JY q",*, - j f il1.uU - likely will . 1.., 
~ • powerfW """"'" of <C<lIlO1cic: sti",ulu" jwu .. the rise in 
m<rJl' pRca ...... bcadwiDd for t;roWIh ....li., this year. If 8uolin" 
pri<a. .. dot _ decline..,.bouI S2.2Slplloo. os "'" <,pccl, 'he 7' · 
<CDI did< from the pe.ak ill early Aupot w""ld odd rouihl y $100 bit_ 
liOOl ......._ 10C<lD5IIIDI:[ pure power. WIlen coupl. d "'ilh the 
O«*>Illy', improo.oed io<:o"'" ga i<IJ capacily. the impo", of h<"'~ 

oveneu JIOI"Ib GO US nporu.. RbouDd ill <""..I opendiul. 1 
b<~ thot dUo ~ "" <:oII5WIIef spoodilla power will ~. 0,.,.11 
~wIh •• !><I.n<j. 11yabove .-rIlet expectl'u,,,,, Moteo.... I' .. 
"'" OOdvinc«l lhat the d. <:Ii ill -V""'*' ...11,..;dIy .._ the 
ri.. Ie <or< inflalioll. As rtee i~ !he:__ oflhe pmiouo ri.. On 
inflation ••~ d_i"l __ sla<k, and <0111 tillo 
""rc: inflation nob hiJher <>WI the ..... r.... """""" Tl\Ol =ipe for 
the Fed at (CUll<> stay OIl hold for II<'VetlII _ Of Ion,er_ 

In con""' ~ tho mm'" ""'" <Ii"""""" •_Ill poIb for ~ p0l
icy. Pricing in the TreuUl}' ot>d NKIdoIIM _ ..fIcctI, ••Iip! rilok 
of Fed . ... .. early .. No"omlxr•• biuer <hmoe of Io<o"" ..res by 
Iom""y••nd 7S bo. i. poin" or by urt y:zooa, All¢mOIl"ty.",," 
om look .. Ih< yi. ld curve .. . hi or "';ibIcd •......,. of IIoree 
~n it< diff=nl gro wth, inn.'ion. and policy -...nos. 0... 10"
1'", , ymp. th"'i< i' Illal p>WIll "';Il ..bound and lnJ1Woa <eo><em>MU 
resurf&<:• . A .eoond I. th. " lIt Fed"';l1 be OIl boldfo<'b....ar rurur. 10 
k<q> ~h bolow nond and 10 brioJ ..Il.,ioo 00.... 'lowly. FiDally. 
!be third K....no ...u",,, th.. w.ak JfOWIh and d«lifliDl: Inflori",!,,"\ 
"'"" Iha< poli<ymu«I ...ilI .... by 1 ~0 bp 01 mor<. If tho marbo it,J 
.......;"J • zero ipo 10 tho fon' K.norin, any bin'1hat tho oddo fo< 
ovdI • K_O noinJ "';11 tri~ .. b i ~bOf yi.ld. , 

1be 0-..... Otc>and fOl US T....uri• •• •Iron, tbrou~ "'''''h of tho 
2003·200' pniod. ....... Itt..... 10 bo mol; j "~ n C""t<~ ..po,;. lIy 
from .... 1be.....,., I...·' Oard 10 find, A. IIlMkc" haY< ....><led 
111< F""~ WI lot JopoDOSO II>OIle!ary policy in th. wake: of lnwer·than· 
np<cted ;"110_ readillll and QU<Sti_ .000t tho vitality of Jlpan... 
~ .... yeo cony IrId< hal rtturnod to fa_. Willl fu ndi n~ ro," of 
2' bp. and tho yeo ........""""'" 10 be _ I. or w.... ogolns'lho 6011.,.. 
JopoDOSO iIweaIon Itt 4\;-4M. 1Il-)Inf US yiolds .. far mora . 1IrlIc_ 
_ than .... 1.6% _..,k .. home:, 

Ho........ y i"d-h ~ lIIOIk.. parti cipon" may bo iJD'll'inJ tho ",,". e
quo<><eO " f J'U wIh fOl lb. US ~y and fOl ,he 
Ilobo) Nlmce bo!"<l' llviIIJ and in....."..~ W.·.. bonlnJ Iha' 
"""'J llobol _ will boo>t US .., <l<poIfI. lbo> """lriburinl 10 
improv<d US job and And............. in .......- 010
m• .u. domInd impl viIIJ _ wbidl miJill bo"" ill Ih. 
1"" kepI Jlobal .... yioldllow ~..;U ht ......... ~... by ri," 
iIlVOSDD<n1 and <:<lIlIUlIIJI'i ......)'I- S<> ""'10 Us-......n- yi.ld 
.~ likely ";11 oootiDuo 10 ""'""'" ill IboI .......,.,. 111< <"""-8. ill 
Intmul and ""mal imho lan<:u <ouId '''0 pol . no.:. llIldor US y;.1dI, 

MO",""eT, ""Iolility and th.. app«ndy pmnioImI bo ........ 
' ignificon'ly , ioc. th. i, poaka iD M. y and J "'"""""" by VlX 
illdo", equily marl<e< ""Io'i lll)" .... r. 11<II b~ UJf ilIlbo poor """ IIIOnlbo. 
..d me..urod by "" inv.olmon' .grwlo <.Tedil "'f....' lIIOIk... lb• oo" " f d.foul, l""toction .... fIoU.., by 7 bp 0'" _. ~ 

'Three-mooth fOlw..d pl'<ml""" for """)Inf ...-opUOII . oloolilly bovV 
drift ed low". and ri' k ' !'POIl.. Io<:IlII '" hav. """""" ill fuU ron:. 10 
juH abou'.Y<ry a , e< 01.... Roomt mocl<l· (OOI'Irl~wd "" """ ptIJOJ 

http:10....._I
http:fwth..'0f
http:��rp.flI
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[§pecial Questions: I	 o
 
I. Pleas< pr<Md' yourforee.... of!he >easoaaIly...ljuotcd ......t= pcrunt cIwIge in !he followin, _I.. durin, QJ 2006' 

c._..~. 

R<l1GP P 
1.3% 

(JMincd Gop Pri<e 1rz1n Crnl!lImer Prj,. 1'*, 
B % 

T"" 10 AWtlI, e , ~ . ~ 

9otIoal10 Avuage ' " H % 

I . A. WiD!be ...., <baDF in !be larJeI fedem (Inldl n t, b~ the Fede<aI Ope,o Motteo COIIIIIIIn.. (FOMC) be illl INCREASE or DECREASE? 

(Peremtag. oftbooe rapondinll 

B. If you "';d DECREASE, "'boa ...m .... FOMC firoI CUI rates' 

""""
(1'er«DIq< of _ rnpo. din,)
 

QL100l QUlI!l2 Q3 2001
 
5.7% 45.7% 34.3% 8. 6~.
 

1. In A"I\lSl. \be C"",umer !'rioe I""'" = Iodin, food oool--V pci<eol (core CPI) .... 2.8% bigber 9!1 • yur-ovor-yOOf"""is. WboIwill be lb, 
11' 1DIlIII1II-", ill \be core CPt i. D",emoo-:w06and Dtamber ZOO?? 

12·""""h t"-'ae ill core CPI io:
 
Pmmbq2006 Dccrmhst 2001
 

Onob« Co_ o. U % ~<%
 

T"" lOAverqe ,.". ,...
 
,~8otIom 10 A~en!" ,,....'" Sepl<1Dber CaDKmlll ~...


A ll' ,,", Consensus ". 1.4%
 
J "J~ Ca""""'lI! a...
 '"' 

..... 
68.l% 

B. WiD th, __~ . 01... of the U.S. dollar END 2007 hip.. ... lower _ "'_ it bqinl2001? 

5. Ro.1 ...i<!ential iIl......-1 ~ ill eacb Dflbe pasl lhr<e qlW"l, n and al""" 1«naiDIy will .......... ill OJ. In ",i0oi qLlOtlo, ,,'ill wo 11<<1
 
see""'I .., ideoli.l io• .,_nt rep.ter pooilivc .......Ii"<lllfO"'1b?
 

IP""'....... of tho.. re,pondinil
 

""""2.2% 
Ql 2OO7 

65% 
Qi; 2007 

10,9% 
Qllll22 
32.6% 

.. WhoI ... theoddsor. u .s , reo...;on in 200?? 

On_rCo. ... ! ~. 

0"4< oW s ! 'im:iP 

!7.!% 
2007 

..... 
24.4% 

..... 
1H% 

47.8% 

Top 10 A.or.,.	 39.:1% 
17.0% o_IDA...... ' . 

Sq>tember COCIJCIIOI"I	 26.S% 
22.2%Jll.lyC_.....'. 
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