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Hot Concerns
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 people Are Unsatisfied with
( USA’s Loose Money Policy
“ RERREMEEILEA
S |

Following the March 2000 Nasdaq collapse, the
Federal Reserve began to slash the fed-funds rate from
6.5% in January 2001 to 1.75% by year-end and then to
1% in 2003. (This despite the fact that officially the US
economy had begun to recover in November 2001). Almost

three years into the economic expansion, the Fed began
to increase the fed-funds rate in baby steps beginning June
2004 from 1% to 5.25% in August 2006. Since September
of 2008, the yearly rate of growth of the Fed’s balance
sheet has accelerated, climbing to 152.8% by December
2008 from 3.9% in August of that year. The federal funds
rate target was lowered almost to zero from 5.25% in
August 2007.
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Given the fact that China recovers ahead of US, the current Fed Rate is

likely to be out of time.
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The world has gone from the greatest global economic boom to the

global bust.
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1
If we thought this zero-interest-rate
policy was lowering people’s credit card bills
it would be one good thing but it doesn’t.

i}

I disagree that higher interest rates
create an atmosphere that encourages
consumption.

m

I believe the Fed would hike the rate
if they saw out of control inflation on the
horizon.

IV

1 think they are deeply worried about
deflation, which is hard to stop once it really
takes hold.

v

Despite the low rate, banks don’t seem

to be increasing their lending.
Vi

To be sure, this easy money policy isn’t

the only culprit in today’s crisis.
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