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7KH�DQDORJ\�WKDW�SHUKDSV�EHVW�GHVFULEHV�WKH�
HFRQRPLF�HQYLURQPHQW�LQ�WKH�8QLWHG�6WDWHV�LV�D�UROOHU�
FRDVWHU�ULGH��*LYHQ�WKDW�WKH�6	3�����VWRFN�LQGH[�
LQFUHDVHG�PRUH�WKDQ�����GXULQJ�WKH�ӾUVW�TXDUWHU�RI�������
RQH�ZRXOG�QDWXUDOO\�WKLQN�WKH�HFRQRP\�DOVR�H[SHULHQFHG�
DERYH�QRUPDO�JURZWK��+RZHYHU��WKDW�LV�QRW�WKH�FDVH�

7KH�UHODWLRQVKLS�EHWZHHQ�WKH�PDUNHW�DQG�WKH�HFRQRP\�
LV�QRW�SHUIHFWO\�FRUUHODWHG��(FRQRPLVW�Roger Farmer 
GHVFULEHV�LW�WKLV�ZD\��7ZR�VWDJJHULQJ�GUXQNV�FRQQHFWHG�
E\�D�ORQJ�URSH��6RPHWLPHV�WKH�VWRFN�PDUNHW�DQG�WKH�
HFRQRP\�JR�LQ�WKH�VDPH�GLUHFWLRQ��RWKHU�WLPHV�QRW��6LQFH�
WKH\�DUH�WLHG�WRJHWKHU�WKH\�FDQ�QHYHU�JHW�WRR�IDU�DSDUW��
'XULQJ�WKH�ӾUVW�TXDUWHU�WKH\�PRYHG�DSDUW�

/RRNLQJ�EDFN�DW�FDOHQGDU�\HDU�������ZH�VHH�D�PDMRU�
GRZQWXUQ�GXULQJ�WKH�ӾUVW�TXDUWHU�DV�WKH�HFRQRP\·V�
DQQXDO�JURZWK�UDWH�VORZHG�IURP������WR�RQO\�����7KH�
VORZLQJ�JURZWK�WUHQG�FRQWLQXHG�LQ�WKH�VHFRQG�TXDUWHU�DV�
WKH�HFRQRP\�RQO\�JUHZ�������7KH�HFRQRP\�FOLPEHG�LQ�WKH�
WKLUG�TXDUWHU��WXUQLQJ�LQ�D�VWURQJ������JURZWK��7KHQ�LQ�
WKH�IRXUWK�TXDUWHU��WKH�HFRQRPLF�UROOHU�FRDVWHU�ZHQW�RYHU�
WKH�FOLӽ��,Q�IDFW��WKH�PHGLD�ZDV�Ӿ[DWHG�RQ�WKH�´ӾVFDO�FOLӽµ�
ZLWK�WKH�UHVXOW�EHLQJ�DQ�DQQXDOL]HG�´JURZWKµ�UDWH�RI�RQO\�
������+XUULFDQH�6DQG\�DOVR�KDG�D�QHJDWLYH�LPSDFW�RQ�*'3�
GXULQJ�WKH�IRXUWK�TXDUWHU�RI������
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&RQWLQXHG�RQ�SDJH��

5LGLQJ�WKH�(FRQRPLF�5ROOHU�&RDVWHU�²�+DQJ�2Q�

$�&ULVLV�RI�&RQӾGHQFH
7KH�UROOHU�FRDVWHU�DQDORJ\�GHӾQLWHO\�DSSOLHG�WR�������:LOO�
WKH�ZLOG�ULGH�FRQWLQXH�LQ�����"

7R�DQVZHU�WKLV�TXHVWLRQ��OHW·V�VWDUW�E\�UHYLHZLQJ�
WKH�EXVLQHVV�VHFWRU��,QGXVWULDO�SURGXFWLRQ��FDSDFLW\�
XWLOL]DWLRQ��QHZ�IDFWRU\�RUGHUV�DQG�EDQN�ORDQV�DQG�
OHDVHV�ZHUH�DOO�VOXJJLVK�GXULQJ�WKH�ӾUVW�TXDUWHU�RI�
������7KH�EXVLQHVV�VHFWRU�LV�JURZLQJ�EXW�QR�IDVWHU�
WKDQ�LQ�������:RUOG�GHPDQG�UHPDLQV�PXWHG�DV�(XURSH�
ZUHVWOHV�ZLWK�D�GHHSHQLQJ�UHFHVVLRQ��7KHUH·V�D�ULVN�WKDW�
´WKH�VROXWLRQµ�LQ�&\SUXV³WD[LQJ�EDQN�GHSRVLWRUV�DQG�
SHQDOL]LQJ�LQYHVWRUV³PD\�QHHG�WR�EH�DSSOLHG�WR�RWKHU�

ZHDN�(XURSHDQ�FRXQWULHV��ZKLFK�VXJJHVWV�
WKDW�(XURSH�LV�LQ�IRU�D�UROOHU�FRDVWHU�ULGH�
DV�ZHOO�

2QH�RI�WKH�PRVW�LPSRUWDQW�PHDVXUHV�RI�
WKH�IXWXUH�VWUHQJWK�RI�WKH�PDQXIDFWXULQJ�
VHFWRU�LV�WKH�,60��,QVWLWXWH�IRU�6XSSO\�
0DQDJHPHQW��0DQXIDFWXULQJ�6XUYH\��7KH�
UHVXOWV�RI�WKH�ӾUVW�TXDUWHU�ZHUH�QRW�YHU\�
HQFRXUDJLQJ�DV�WKH�JDLQV�LQ�-DQXDU\�DQG�
)HEUXDU\�ZHUH�QHDUO\�DOO�HUDVHG�LQ�0DUFK��
7KH�,60�1RQ�0DQXIDFWXULQJ�LQGH[�ZDV�
PRUH�HQFRXUDJLQJ��VKRZLQJ�D�VHUYLFH�
VHFWRU�JURZLQJ�IDVWHU�LQ�WKH�ӾUVW�TXDUWHU�
RI������WKDQ�WKH�DQHPLF�SUHYLRXV�TXDUWHU�

&RQVXPHU�EDODQFH�VKHHWV�ZHUH�HQKDQFHG�
GXULQJ�WKH�ӾUVW�TXDUWHU�RI�������*LYHQ�WKH�GRXEOH�GLJLW�
VWRFN�PDUNHW�UHWXUQV�DQG�WKH�ULVH�LQ�KRPH�SULFHV��PDQ\�
FRQVXPHUV�VDZ�WKHLU�ZHDOWK�LQFUHDVH��0DQ\�ZLOO�EH�
SOHDVDQWO\�VXUSULVHG�ZKHQ�WKH\�UHFHLYH�WKHLU�UHWLUHPHQW�
SODQ�SHUIRUPDQFH�UHSRUWV�IRU�WKH�ӾUVW�TXDUWHU��,W�ZLOO�EH�
LQWHUHVWLQJ�WR�REVHUYH�ZKHWKHU�WKH�´ZHDOWK�HӽHFWµ�ZLOO�
KDYH�DQ�LPSDFW�RQ�VHFRQG�TXDUWHU�VSHQGLQJ�

7KH�DOO�LPSRUWDQW�3HUVRQDO�,QFRPH�PHDVXUH�H[HPSOLӾHV�
WKH�UROOHU�FRDVWHU�ULGH��&RQVXPHU�H[SHQGLWXUHV�DUH�WKH�

*URVV�'RPHVWLF�3URGXFW
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http://www.econ.ucla.edu/faculty/regular/Farmer.html
http://en.wikipedia.org/wiki/United_States_fiscal_cliff
http://en.wikipedia.org/wiki/Hurricane_Sandy
http://www.investopedia.com/terms/i/ism-mfg.asp
http://www.investopedia.com/terms/i/ism-nonmfg.asp
http://en.wikipedia.org/wiki/Wealth_effect
http://www.investopedia.com/university/releases/personalconsumption.asp
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GULYLQJ�IRUFH�RI�WKH�HFRQRP\�ZKLFK�UHTXLUHV�D�UHOLDEOH�
VWUHDP�RI�LQFRPH�WR�VXSSRUW�WKH�H[SHQGLWXUHV��%HFDXVH�
RI�SURSRVHG�&RQJUHVVLRQDO�WD[�UDWH�FKDQJHV��PDQ\�ӾUPV�
SUH�SDLG������GLYLGHQGV�DQG�ERQXVHV�EHIRUH�\HDU�HQG��
ZKLFK�UHVXOWHG�LQ�WKH�SHUVRQDO�LQFRPH�YRODWLOLW\�

3HUVRQDO�,QFRPH�VKRXOG�VWDELOL]H�LQ�WKH�VHFRQG�TXDUWHU�
DQG�SURYLGH�FOXHV�WR�HFRQRPLF�UHFRYHU\�IRU�WKH�UHVW�RI�
WKH�\HDU��8QIRUWXQDWHO\�WKH�MREV�UHFRYHU\�LV�QRW�JDLQLQJ�
PRPHQWXP��DQG�FRQVXPHU�VSHQGLQJ�UHPDLQV�UDQJH�
ERXQG��LQFUHDVLQJ�LQ�D�PRQWKO\�UDQJH�RI����WR������

7KH�GHOHYHUDJLQJ�WKHPH�ZKLFK�VWDUWHG�LQ������DQG�
DFFHOHUDWHG�GXULQJ�WKH�*UHDW�5HFHVVLRQ�
KDV�QRZ�UHDFKHG�OHYHOV�QRW�VHHQ�VLQFH�
������6LQFH�WKH�)HGHUDO�5HVHUYH�FUHDWHG�
WKH�'HEW�6HUYLFH�PHDVXUH�LQ�������WKH�
UHFRUG�KLJK�DQG�WKH�UHFRUG�ORZ�KDYH�ERWK�
EHHQ�UHFRUGHG�ZLWKLQ�WKH�SDVW�ӾYH�\HDUV��
7DON�DERXW�D�UROOHU�FRDVWHU�ULGH�

7KH�JRRG�QHZV�LV�WKDW�QRW�RQO\�DUH�
EXVLQHVV�EDODQFH�VKHHWV�QRZ�LQ�D�VWURQJ�
SRVLWLRQ��FRQVXPHU�EDODQFH�VKHHWV�KDYH�
WKH�DELOLW\�WR�WDNH�RQ�DGGLWLRQDO�GHEW�DV�
ZHOO��7KH�VWDJH�LV�VHW�IRU�DQ�H[SDQGLQJ�
HFRQRP\³DOO�WKDW�LV�QHHGHG�LV�FRQӾGHQFH�

5LGLQJ�WKH�(FRQRPLF�5ROOHU�&RDVWHU�²�+DQJ�2Q�

:KDW�LV�KROGLQJ�EDFN�EXVLQHVV�DQG�
FRQVXPHU�FRQӾGHQFH"
,�EODPH�WKH�WKLUG�HQJLQH�RI�WKH�HFRQRP\��JRYHUQPHQW��
IRU�WKH�RYHUDOO�ODFN�RI�FRQӾGHQFH��7KH�ӾUVW�TXDUWHU�ZDV�

GRPLQDWHG�ZLWK�GLVFXVVLRQ�RI�´ӾVFDO�FOLӽ�µ�
VHTXHVWHU�EXGJHW��WD[�SROLF\��DQG�EXGJHW�
GHӾFLWV��$IWHU�DOO�WKH�UKHWRULF��ZKDW�ZHUH�
WKH�UHVXOWV"

2Q�0DUFK����������WKH�IHGHUDO�VSHQGLQJ�FXWV�
under VHTXHVWUDWLRQ�WRRN�HӽHFW��:KDW"�7KH�
ZRUOG�KDV�QRW�FRPH�WR�DQ�HQG�

6SHQGLQJ�LQ�0DUFK������ZDV�RQO\�VOLJKWO\�
OHVV�WKDQ�0DUFK�������DQG�WKH�IHGHUDO�GHӾFLW�
FRQWLQXHV�WR�JURZ³QRZ�DSSURDFKLQJ�����
WULOOLRQ��,I�WUHDVXU\�UDWHV�LQFUHDVH�MXVW�����WKH�
GHӾFLW�ZLOO�LQFUHDVH������ELOOLRQ³WZR�WLPHV�
WKH�VHTXHVWUDWLRQ�FXWV�

,Q�VXPPDU\��,�EHOLHYH�WKDW�8�6��*'3 
LQFUHDVHG�IURP�WKH������LQ�WKH�IRXUWK�TXDUWHU�RI������WR�
DSSUR[LPDWHO\����LQ�WKH�ӾUVW�TXDUWHU�RI�������7KH�LQLWLDO�
UHOHDVH�ZLOO�EH�$SULO���WK��WZR�DGMXVWPHQWV�ZLOO�IROORZ���
,�IHHO�WKH�VHFRQG�TXDUWHU�*'3�ZLOO�EH�ORZHU�WKDQ�WKH�ӾUVW�
TXDUWHU��:H·OO�VHH«

3HUVRQDO�,QFRPH
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'HOHYHUDJLQJ

'HEW�6HUYLFH�5DWLR���/DVW����<HDUV
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http://en.wikipedia.org/wiki/Deleveraging
http://www.federalreserve.gov/
www.investopedia.com/terms/g/grossdebtserviceratio.asp
http://uspolitics.about.com/od/thefederalbudget/a/What-Is-Sequestration.htm
http://en.wikipedia.org/wiki/Gross_domestic_product

