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ISM Nonmanufacturing Business Activity

This week’s economic data further challenged

Index our baseline forecast of weak growth, rather

70 than recession, in 2008. The plunge in the
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Banks Tightening Standards for Commercial
Real Estate Loans
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recession territory.
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December pending home sales continued falling
and have now declined 23.9% on a year-over-

year basis.
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Inflation risks remain

ISM Nonmanufacturing Prices Index

The January ISM nonmanufacturing survey had
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80 | a very stagflationary feel to it. In addition to the
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) plunge in the activity indexes, prices paid
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65 | remained very elevated. 1ISM members noted
:: that “increased costs have negatively affected

50 | their business” and “indicated that they are
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0 experiencing inflationary pressures.”
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Bear Stears Industrial Metals Index
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... and commodity prices maybe picking up
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Markets update
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Expected End March 2008 Funds Rate
(based on April 2008 fed funds futures contract)
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The implied rate from April fed funds futures, at
2.43%, suggests that the market has fully priced
in a 50-basis-points rate cut on March 18" and

sees a significant chance of a larger move.

300

U.S. 2s-10s Spread
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The U.S. yield curve continued to steepen in the

latest week as the ISM nonmanufacturing report
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ECB’s policy statement to a more dovish stance.
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