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Fed Survey finds Consumers Expecting Low
Inflation and Wages to Match

Consumers are displaying a bit of bearishness toward the economy according
a Federal Reserve Bank of New York's recent survey of how they expect
overall inflation and prices for food, gas, housing and education to behave.
The December Survey of Consumer Expectations (SCE indicates that median
expectations about growth in household income, earnings and especially
household spending all declined while there were mixed feelings about job
security.

The SEC queries a rotating panel of 1,200 household heads. The sample,
structured to be nationally representative, is designed to observe changes in
expectations and behavior of the same individuals over time with
respondents remaining on the panel for up to 12 months and an
approximately equal number rotating in and out each month. The survey is
Internet based and is conducted for the New York Fed by The Demand
Institute, a non-profit organization jointly operated by The Conference Board
and Nielsen. The sampling frame for the SCE is based on that used for The
Conference Board's Consumer Confidence Survey (CCS).

The panel's predictions about inflation were essentially unchanged, with a
median expectation of 2.5 percent over the next year tying the survey low set
in November. Longer term expectations rose slightly with the three year
horizon up 0.1 point from the previous month - also a survey low - to 2.8
percent. Uncertainty about inflation declined for both one-year and three-
year horizons to new survey lows.
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National Average Mortgage Rates
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Rate Change Points
Mortgage News Daily
30 Yr. Fixed 7.09% +0.07 0.00
15 Yr. Fixed 6.56% +0.03 0.00
30 Yr. FHA 6.62% +0.07 0.00
30 Yr. Jumbo 7.35% +0.04 0.00
5/1 ARM 7.30% +0.06 0.00
Freddie Mac
30 Yr. Fixed 7.02% -0.42 0.00
15 Yr. Fixed 6.28% -0.48 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.08% -0.10 0.63
15 Yr. Fixed 6.61% +0.01 0.65
30 Yr. FHA 6.89% -0.03 0.94
30 Yr. Jumbo 7.22% -0.09 0.58
5/1 ARM 6.56% -0.04 0.66
Rates as of: 5/17
Recent Housing Data

Value Change

Mortgage Apps May 15 198.1 +0.51%
Building Permits Mar 1.46M -3.95%
Housing Starts Mar 1.32M -13.15%
New Home Sales Mar 693K +4.68%
Pending Home Sales Feb 75.6 +1.75%
Existing Home Sales Feb 3.97M -0.75%

The interest rates provided in this newsletter are national averages from independent data sources. Rate/APR terms may differ from those listed above based on the
creditworthiness of the borrower. All information provided "as is" for informational purposes only, not intended for trading purposes or financial advice.
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Value Change
Builder Confidence Mar 51 +6.25%
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Consumers expect home prices to rise a median of 3.0 percent, slightly lower than in November and matching earlier survey

lows established in February and August 2015. Expectations for other individual item price changes also declined slightly in
the one-year window.

Responses to questions about the labor market were mixed in tone. Predictions about the growth in earnings over the next
year declined from a median of 2.5 percent to 2.0 percent, the largest one-month drop in survey history, returning responses

to the level last seen two years earlier. The decline was widespread across all age groups, and especially strong for low
education and middle-income workers.

The perceived probability of losing a job decreased slightly from a mean of 14.1 to 13.5 percent - the second lowest reading

since the start of the survey. The decline was driven by older, lower education and lower income workers. The perceived
probability of leaving a job voluntarily also declined and is at the lower end of the survey's historic range.
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Mean probability of losing or leaving job over the next 12 months
OVERVIEW | DEMOGRAPHICS
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But if respondents were slightly more optimistic about keeping their job they were less so about finding a new one within
three months should they lose it. Responses there decreased from the November series high to 55.1 percent, although still
high in the historic context.

Expectations for household income growth over the next year diminished from a median increase of 2.6 percentin
November to 2.3 percent. Thisis an even more pronounced drop when compared to the 2.7 to 2.9 percent range of
responses in the first nine months of the year. This decline seems to be driven by younger, higher education and higher
income respondents.

One-year ahead household income growth expectations
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Household spending is also projected to decline, going from a one-year ahead median of 3.6 percent in November to 2.9
percent, the lowest level since the inception of the survey in June 2013. The decline was particularly strong among older,
lower education and lower income respondents.

Credit availability is perceived to be unchanged over the past year by about the same percentage of respondents as in
November and expectations for change over the next year also remained the same. The mean perceived probability of higher
average interest rates on savings accounts over the next year reached a new series high at 35.1 percent.
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