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Federal Reserve

Summary Federal Reserve Assets (Uses of Funds)
S billions

The balance sheet increased = Agency Debt & MBS

$25.8 billion for the week 2,400 =Lending toNorbank Gredit
ended Febl’uary 2, = Short-Term lending to Financials » =
2,100 1

Other
Since November 10, the balance -

sheet has increased $157
billion. 1,500

= Treasuries
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Through Feb 02, 2011

Source: Federal Reserve Board

= Treasuries increased by $23.7 billion while agency debt and MBS remained the same. Since
November 10, Treasury securities have grown by $285 billion while agency debt and MBS
shrank by $91 billion.

e According to the New York Fed’s tentative outright Treasury operation schedule, the desk
plans to purchase approximately $112 billion between mid-January and mid-February.

= Growth in the balance sheet will fluctuate from week to week as a result of the volatility of
MBS prepayments.

Bank reserve balances with the Federal Reserve Liabilities (Sources of Funds)
Federal Reserve decreased $5 2700 S billions

billion, and Treasury deposits -(T)r;a:rurySFA

with Federal Reserve Banks 2,400

Banks Reserve Balances
m Currency in Circulation

(part of “Other”) increased
$23.7 billion.
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SFA = Supplementary Financing Account Through Feb 02, 2011

Source: Federal Reserve Board

Assets: Lending to nonbanks—TALF, CPFF, AMLF, and MMIFF; Short-term lending to financials—discount window, TAF, currency swaps, PDCF, and repos;
Misc.—Maiden Lanes I, I, and Ill, credit to AIG, and other Fed assets. Liabilities: Other—Reverse repos, Treasury cash holdings, and deposits with Federal
Reserve Banks other than reserve balances and excluding the Supplementary Financing Program.
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http://federalreserve.gov/releases/h41/Current/
http://federalreserve.gov/releases/h41/Current/
http://www.ny.frb.org/markets/tot_operation_schedule.html

Mortgage Market

Summary

Rates for fixed-rate mortgages
remained relatively stable for
the week ended February 4.

Mortgage loan application
volume decreased for the week
ending February 4, 2011.

The refinance index declined
7.7% from the one week earlier.
The purchase index also fell
1.4% from the previous week.

The purchase index and
refinance index are measures of
loan application volume
reported in the MBA’s Weekly
Application Survey. The survey
has been conducted weekly
since 1990 and covers more
than 50 percent of all U.S. retail
residential mortgage
applications.
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Freddie Mac Primary Mortgage Market Weekly Survey
fixed-rate mortgage rates
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Source: Federal Home Loan Mortgage Corporation/Haver Analytics
* The 30-year fixed rate averaged 4.81%, up slightly from 4.80% a week ago. At this time last
year the 30-year fixed rate averaged 5.01%.

* The 15-year fixed rate averaged 4.08%, down slightly from 4.09% a week ago. At this time last
year the 15-year fixed rate mortgage averaged 4.40%.

Mortgage Loan Applications Volume Index
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Source: Mortgage Bankers Association/Haver Analytics

* The refinance share of mortgage activity decreased to 66.6% from 69.3% the previous week and
is the lowest refinance share since May 2010.
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Consumer Credit

Summary SA Consumer Credit - Monthly Change and Total Outstanding
Billions $
Consumer Credit
. . . Monthly Changes mNonrevolving BMRevolving Outstanding
Revolving credit outstanding 525 $2.500
increased for the first time in
over two years. The last month
there was an increase was 515 S
August 2008.
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Source: Federal Reserve Board Through December 2010

= Total consumer credit outstanding increased $6.1 billion, reflecting an increase of $2.3 billion
from revolving and $3.8 billion from nonrevolving.

Declining charge-off rates

Consumer Credit Charge Off Rates
partly contributed to the rise in Quarterly, SA Annual Rate, through Q3 10
consumer credit outstanding, as
less credit card debt and less 12

consumer loans debt have been
written off the books of

10
commercial banks.
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Source: Federal Reserve Board
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Broad Financial Market Indicators

U.S. Treasury Yields

Summary percent
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Source: Federal Reserve Board/Haver Analytics

# Since the January FOMC meeting, the 30-year Treasury bond yield is up 17 basis points (bps) to
4.76%, the 10-year note’s yield is higher by 30 bps to 3.75%, and the two-year note is up 24 bps

at 0.86%.
LIBOR to OIS spreads continue to —— Dollar LIBOR to OIS* Spread
. asis poin
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Broad Financial Market Indicators

Summary Fed Funds Futures Rates
Percent
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Source: Bloomberg
= As of February 9, 2011, the futures market for fed funds indicates an implied rate of about 47
bps for the January 2012 contract, nearly 9 bps higher than last week and near what followed
the December 2010 FOMC meeting. Since the January 2011 meeting, it has moved 22 bps

higher.
Breakeven inflation rates are up Barclays 5-yr/5-yr Forward Breakeven Inflation Rate
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® After breakeven inflation rates rose strongly between the August and November, they have
since stayed within the range of 2.7% to 2.9%.

* | ooking at one measure calculated by Barclays suggests investors see CPI inflation five to 10
years out as averaging about 2.8%, as of February 9, 2011, which is higher by 6 bps since the
January 2011 FOMC meeting.
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