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Housing’s Future

Economists are predicting a lukewarm economy in 2007.  Much will depend on hous-

ing and the health of housing will depend on the Federal Reserve, which is still mak-

(the PPI) surged in December due to higher raw material prices, retail CPI prices 

were unchanged, while the Fed’s preferred Personal Consumption Expenditure index 

is falling.  

-

said Fed Vice-Chair Donald Kohn.  (But) “I believe it is still too early to relax our 

concerns about whether the run-up in prices pressures in the spring and summer of 

last year is truly unwinding and whether it is unwinding rapidly enough to forestall a 

year, since the ARM indexes that now govern more than 40 percent of all mortgages 

are still rising in tandem with the fed funds rate.  

have already reached 8 percent in the underlying rate.

-

soon as the 1, 2, or 3 year prepayment penalty expires, though a much better so-

December did see a pickup in consumer spending, a good jobs report, and better 

manufacturing and service sector activity.  But the pickup in consumption late in 

extrapolate those trends into the future.

Consumer Spending  

Consumer debt jumped 6.2 percent during the holidays, up $12.3 billion, so that out-

so consumers still spend approximately 1 percent more than their incomes.  Most--

4141 State St., #E13 Santa Barbara, CA 93110    Editor@populareconomics.com



4141 State St., #E13 Santa Barbara, CA 93110    Editor@populareconomics.com

Unemployment 

-

pected 167,000 workers.  Job formation kept pace with a growing labor force for the 

-

ably with past recoveries on a year-over-year basis.  Payroll jobs grew 1.4 percent in 

-

ery begun in 1991.

that residential construction and related jobs (i.e., contractors, real estate agents, 

-

ing price, because they can often afford to just sit tight until the market improves, 

explains Harris. But vacant units present a challenge to owners, who must pay the 

large. And those sellers set the prices for everyone in a neighborhood.

fallout on consumer wealth, incomes, and spending stemming from lower home pric-

response of consumers to lower home prices, said Harris.  Household wealth chang-

es, and consumers don’t react instantly to that change. But over time, if wealth is 

rising slower than income, consumption (and so home buying) could slow as well.

© Copyright 2007


