
concessions.  During the last 

debt ceiling debate in 2011, 

equity markets dropped 

about 17%.  On housing, the 

National Association of Real-

tors announced existing 

home sales increased by 

1.7%, reaching a 6.5 year high 

in August.  The 30 year 

mortgage decreased by 7 bps 

since the Fed announcement. 

New jobless claims rose from 

292,000 to 309,000 last week 

as expected by most analyst 

citing state changes in their 

computer systems may have 

skewed the previous results. 

Bernanke, Fed Surprise Markets; QE3 to Continue 

at $85 Billion a Month 

Federal Reserve Chairman 

Ben Bernanke shocked mar-

kets last week when he an-

nounced the FOMC decided 

not to begin tapering QE3 in 

September.  The decision 

spurred a rally in the markets 

and the Dow and S&P500 

closed at all time highs on 

September 18th.  Equities 

have since retreated, possibly 

from concerns of a govern-

ment shutdown.  The Fed 

cited the potential tightening 

of financial conditions from 

rising rates could slow 

growth as a reason to con-

tinue the pace of bond pur-

chases and stated it will await 

more evidence that progress 

will be sustained before ad-

justing the pace of its pur-

chases. 

The short end of 

the curve re-

mained relatively 

unchanged.  The 

10 year and 30 

year yields de-

creased 9 bps 

and 14 bps, re-

spectively since 

Sep 16, 2013, on 

the heals of the 

announcement 

tapering of QE3 

will not begin in 

Sep.   

Report Summary: 

 

Bernanke and Fed sur-

prise markets by an-

nouncing QE3 taper will 

not begin in September 

30 year mortgage rates 

decrease by 7 bps 

Existing home sales at 

highest level since 2007 

New jobless claims rise 

to 309,000 

Inside this report for: 
09/24/2013 

GDP (Q2) 2.5% 

Consumer Sentiment (Sep) 79.7 

CPI (Aug) 0.01% 

Unemployment (Aug) 7.2% 

Leading Economic  

Indicator (Sep 19) 

96.6 

30 Year Mortgage 4.50% 

Labor Participation Rate 

(Aug) 

63.2% 

At the onset of QE3 the Fed 

stated it would continue the 

bond purchases until unem-

ployment was at 6.5% or 

inflation was at 2.5%.  Nei-

ther metric has been reached 

as unemployment was 7.2% 

in August and inflation for 

2013 is expected to be 

around 1.5%.  Federal Re-

serve Bank of St. Louis Presi-

dent James Bullard disclosed 

the decision not to taper was 

“borderline” after “weaker 

data came in” leaving the 

door open for the committee 

to begin tapering in October.  

The Fed’s decision may have 

been influenced by House 

Republicans stance to not 

raise the debt ceiling without 

defunding the Affordable 

Healthcare Act and other 

financial        
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