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Today’s Outline

• Housing: The Correction Continues
• Financial Market: A Classic Run on Banks
• Commodity Prices: The Supply Shock Eases
• Risks to the Outlook
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The Housing Boom Goes Bust.
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Nationally, Home Prices are Falling.
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Financial Markets Remain Volatile.
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Interbank Spreads Spike.

0

50

100

150

200

250

300

350

Jan-
07

Mar-
07

May-
07

Jun-
07

Aug-
07

Oct-
07

Dec-
07

Feb-
08

Apr-
08

May-
08

Jul-08 Sep-
08

0

50

100

150

200

250

300

350

3 month
1 month

Basis Points

Source: Federal Reserve Board of Governors

LIBOR-OIS Spread



FEDERAL RESERVE BANK OF KANSAS CITY
Regional, Public, and Community AffairsPhotos courtesy of USDA

Federal Reserve Injects Liquidity.
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Investors turned to Treasury Securities.
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Leverage is the Cause.
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Energy and farm commodity prices 
have pulled back but remain elevated.
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A Classic Supply Shock.
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Private Sector Forecasts
Near-term: weaker growth & higher inflation 

Long-term: stronger growth & lower inflation
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Will Job Losses Slow Consumer Spending?
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Debt Maintenance is Key for Consumers.
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Conclusion

• Housing risks fueled financial market 
volatility – when will they stabilize?

• Commodity prices soared with 
strong global demand and limited 
supply gains.

• Economic activity is expected to 
dampen inflationary pressures.

• Will the U.S. learn to live within its 
means? 


