
Taper talk continues as eco-

nomic indicators point to a 

stronger economy.  Unemploy-

ment fell in August and new 

jobless claims fell to their low-

est level since 2006, although 

the Labor Department cited 

updates to two states’ com-

puter systems may have 

skewed the results.  Addition-

ally, new foreclosure filings hit 

an almost 8 year low as hous-

ing prices continue to increase 

providing previously underwa-

ter borrowers equity. 

Larry Summers Withdraws from Consideration as 

Fed Set to Taper Quantitative Easing 

Larry Summers, once thought 

to be President Obama’s first 

choice to replace current Fed-

eral Reserve Chairman, Ben 

Bernanke, withdrew from con-

sideration Monday.  Mr. Sum-

mers withdrawal propels Fed-

eral Reserve Vice Chair Janet 

Yellen to frontrunner status.  

Markets responded positively 
to the announcement as many 

believe Mrs. Yellen will con-

tinue accommodative mone-

tary policy.  Treasury yields 

dropped by as much as 11 

basis points early Monday be-

fore paring much of the gains 

in the afternoon.  Equity mar-

kets also responded favorably 

as the DJIA and S&P500 closed 

up about 118 points (0.8%) and 

about 9 points (0.6%) respec-

tively.  Mr. Summers refer-

enced the expected difficulty in 

his confirmation process as the 

reason for his withdrawal.     

The short end of 

the curve re-

mained relatively 

unchanged.  The 

10 year and 30 

year yields have 

risen 69 bps and 

52 bps, respec-

tively since June 

17, 2013.  The 10 

and 30 year 

yields decreased 

by 8 bps and 1 bp 

since September 

10, 2013. 

Report Summary: 

 

Larry Summers with-

draws from consideration 

for Federal Reserve 

Chairman 

FOMC expected to an-

nounce tapering of QE3. 

Analysts expect Fed to 

decrease bond purchase 

from $85 billion a month 

to $70-$75 billion a 

month. Reduction ex-

pected to focus on treas-

ury securities and not 

MBS.  

New foreclosure fillings 

hit 8 year low as housing 

prices rise. 

New jobless claims fell 

31,000 to 292,000 (or did 

they?) 

Inside this report for: 
09/17/2013 

GDP (Q2) 2.5% 

Consumer Sentiment (Sep) 76.8 

CPI (July) 0.02% 

Unemployment (Aug) 7.2% 

Leading Economic  

Indicator (Aug 22) 

96.0 

30 Year Mortgage 4.57% 

Labor Participation Rate 

(Aug) 

63.2% 

Mr. Summers announcement 

comes on the eve of the Fed-

eral Open Markets Committee 

meeting in which many expect 

the Federal Reserve will an-

nounce the reduction of its 

bond purchasing program 

(QE3) by $10-$15 billion per 

month. The reduction is ex-

pected in the purchasing of 
Treasury securities as they 

have a less direct impact on 

markets than mortgage-backed 

securities (MBS). Markets have 

priced in the expected taper 

and much of the focus will be 

on guidance for the Federal 

Funds Rate.  Mr. Bernanke 

previously stated the Federal 

Funds Rate will remain near 

zero through 2014. However, 

recent comments from mem-

bers of the Fed indicate it may 

start raising the rate in early to 

mid 2014.    
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