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QE Dashboard  
Indicators support a wait-and-see approach 
 Initial claims for unemployment insurance are approaching pre-crisis lows 
which support the recent favorable hiring data. Nevertheless, unemployment 
rates remain well above the Fed’s long-run natural level target and thus a wait-
and-see approach appears most likely.   

 From the perspective of business activity, Operation Twist has coincided 
with an uptick in the ISM and capacity utilization. Although residential 
investment remains lackluster, the cost of residential investment is very low. 

 The slightly improved optimism may not overcome serious structural 
problems in the housing market (high foreclosures, insufficient demand) that is 
weakening the link between monetary policy and the economy 

 Equity markets, however, have responded favorably to highly 
accommodative Fed communications. Volatility has declined and recently the  
S&P 500 broke through the auspicious 1300 pt threshold 

Table 1  
Large Scale Asset Purchases (LSAP) Scorecard 

L a te s t  
a va ila b le

O p e r a t io n  
T w is t P o s t Q E2

R e c o ve r y-
p r e Q E2 C r is is P r e -C r is is

1 0 /1 1 -p re s e n t 1 1 /1 0 - 1 0 /1 1 7 /0 9 - 1 0 /1 0 1 2 /0 7 - 6 /0 9 3 /0 3 - 1 1 /0 7

1 0 yr  T r e a s u r y (%) 2 .0 1 2 .0 4 2 .9 4 3 .3 4 3 .4 9 4 .4 1

3 m o  T r e a s u r y (%) 0 .0 9 0 .0 3 0 .1 0 0 .1 3 1 .0 6 3 .0 2

S lo p e  (b p ) 1 9 2 2 0 2 2 8 4 3 2 1 2 4 3 1 3 9

1 0 yr  In f la t io n  In d e x e d  (%) -0 .2 7 0 .0 1 0 .8 0 1 .3 4 1 .7 7 2 .0 6

Im p lic it  1 0 yr  In f la t io n  e x p . (%) 2 .2 8 2 .0 4 2 .1 5 2 .0 0 1 .7 2 2 .3 5

5 yr  B r e a k e ve n  in f la t io n  e x p e c ta t io n s  (%) 2 .5 7 2 .3 4 2 .5 1 2 .3 8 2 .1 5 2 .4 1

V IX  ( In d e x ) 1 8 .2 2 9 .1 2 2 .3 2 3 .7 3 3 .6 1 5 .8

S & P 5 0 0  ( In d e x )* 1 3 5 8 1 2 3 5 1 2 2 6 1 0 9 3 1 1 0 9 1 4 6 2

R e a l e ffe c t ive  e x c h a n g e  r a te  ($ , In d e x ) 9 8 .4 9 8 .6 9 8 .3 1 0 2 .3 1 0 2 .9 1 1 1 .2

C o r p o r a te  S p r e a d s  (B A A  b p ) 3 1 5 3 2 1 2 8 8 2 8 7 4 0 9 2 0 1

3 0 yr  M o r tg a g e  s p r d  (b p ) 7 5 9 2 3 9 5 7 1 5 5 1 1 5

3 M  L ib o r -T r e a s u r y (b p ) 4 1 4 2 2 2 2 2 1 2 8 3 6

M o n e ta r y a g g r e g a te  M 2  (yo y %) 1 0 .0 9 .7 5 .8 3 .8 7 .8 5 .5

M u tu a l Fu n d  Flo w s  D o m e s t ic  ($ M ) 3 5 -2 9 8 0 -2 2 1 3 -8 1 7 1 - -

M u tu a l Fu n d  Flo w s  Fo r e ig n  ($ M ) 1 0 0 8 -5 7 6 7 2 7 3 9 5 4 - -

M u tu a l Fu n d  Flo w s  T a x a b le  ($ M ) 6 4 6 3 3 4 9 2 2 2 5 9 2 7 8 8 9 - -

M u tu a l Fu n d  Flo w s  M u n i ($ M ) 1 7 3 3 9 8 4 -9 0 1 4 8 4 9 - -

C o m m e r c ia l P a p e r  is s u a n c e  ($ b n ) 8 0 .8 9 4 .0 8 6 .3 8 8 .3 1 3 4 .2 1 7 3 .8

In t ia l C la im s  (4 w k  a vg ) 3 5 9 3 8 8 4 1 3 4 9 4 4 7 9 3 4 1

U n e m p lo ym e n t  r a te  (%) 8 .3 8 .7 9 .1 9 .7 6 .8 5 .2

P r iva te  P a yr o lls  (K  m o n th ly)  2 5 7 2 0 2 1 6 7 -7 -3 9 6 1 1 9

C o n s u m e r  c o n fid e n c e  ( In d e x )* 6 1 5 4 5 8 5 3 5 3 9 8

R e ta il s a le s  e x  b ld g , a u to s  &  g a s  (yo y %) 5 .2 5 .6 5 .8 1 .6 -0 .6 5 .3

In d u s tr ia l p r o d u c tio n  (yo y %) 3 .3 3 .7 4 .5 0 .2 -7 .0 2 .3

C a p a c ity U t iliz a t io n  (%) 7 9 7 8 7 7 7 2 7 5 7 9

IS M  S u r ve y ( In d e x ) 5 4 .1 5 2 .7 5 5 .9 5 5 .9 4 4 .0 5 4 .0

C o n s u m e r  P r ic e s  (1 2 m  %)* 2 .9 3 .3 3 .0 1 .0 2 .2 2 .9

C o r e  C o n s u m e r  P r ic e s  (1 2 m  %)* 2 .3 2 .1 1 .5 1 .2 2 .1 2 .0

B a n k  M o r tg a g e  lo a n s  ($ b n )* 2 1 0 2 2 0 7 1 2 0 7 2 2 1 0 6 2 0 5 8 2 0 0 5

B a n k  C R E lo a n s  ($ b n )* 1 4 2 7 1 4 1 7 1 4 6 3 1 6 1 0 1 6 7 3 1 5 7 1

B a n k  C & I lo a n s  ($ b n )* 1 3 6 7 1 3 3 3 1 2 5 1 1 2 6 4 1 5 1 2 1 4 1 4

B a n k  C o n s u m e r  lo a n s  ($ b n )* 1 0 8 8 1 0 9 1 1 0 8 8 9 9 0 8 4 0 7 8 9

BBVA Research & Haver Analytics. * Pre-Crisis = Nov 2007 
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Chart 1  
Treasury Yield Curve Slope & Secondary 
Mortgage Market Spread(%, bp)  

Chart 2 
30yr Mortgage Spread & Fed MBS Net 
Purchases (bp & $bn) 
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Chart 3  
Implied Volatility  & Corporate Spreads  
(index & %)  

Chart 4 
10 year Treasury & Fed Funds futures, % 
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Chart 5  
Gold & Commodities  

Chart 6 
Unemployment Rate & Nonfarm Payroll 
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Chart 7 
Factors Absorbing Reserve Funds ($tr)  

Chart 8 
Factors Supplying Reserve Funds ($tr) 
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Chart 9  
Required and Excess Reserves ($tr)  

Chart 10 
Financial Indicators, Deviations from Mean 
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Source: Haver Analytics & BBVA Research Source: BBVA Research and Bloomberg 

 
Bottom line: Optimism grows, but vulnerability still exists 
Current indicators suggest the Fed’s maturity lengthening program has been associated with 
improvements in manufacturing, expanding private employment, low long-term interest rates and 
subsiding inflation. Given these auspicious signs, financial markets have responded with lower 
volatility and small equity market gains. Furthermore, mortgage spreads have declined during the 
Maturity Extension Program and 30yr mortgage rates remain at historic lows. Nevertheless, given 
the improving conditions and stable inflation, the Fed appears to have adopted a wait-and-see 
approach in the near-term. The short-term glow of optimism may fade as a result of the overhang 
from the European debt crisis and increased geopolitical risks. The economy remains susceptible to 
external shocks – similar to the oil shock of last year – and the Fed may have reached diminishing 
returns with asset purchases. These conditions may limit the economy’s resilience over the year.  


