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WASHINGTON — Federal Re- |
serve Chairman Ben Bernanke
said Thursday that the Fed will
take action to speed growthanda
rebound in a housing market fac-
ing obstacles ranging from too-
tight lending rules to racial dis-
criminafion.

“We will continue t0 use the |
policy tools that we have to heh: ‘
support economic recovery, '
Bernanke said in a speech in At- |
lanta.

Bernanke is pressing on with|
record easing including a plan to|
buy $40 billion a month of mort-
gage-backed securifies, aiming
to spur growth and reduce a 7.9
percent unemployment rate. Hel|
has resorted to unorthodox poli- |
cies six vears after home prices
started a plunge that knocked
the economy into the longest re-
cession since the Great Depres-
sion.

Bernanke said while tighter
credit standards after a collapse
in the subprime mortgage mar-
ket were appropriate, “it seems
likely at this point that the pen-
dulurmn has swung too far the oth-
er way, and that overly tight
lending standards may now be
preventing creditworthy ber-
rowers from buying homes,
thereby slowing the revival in
housing and impeding the eco-
nomic recovery.”

Some members of the Federal
Open Market Committee said
menthly mortgage bond pur-
chases by the Fed are “likely to
reinforce the nascent Tecovery
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in the housing market,”
according to minutes of
their Oct. 23-24 meeting
released Wednesday.
FOMC members *gener-
ally agreed” that a hous-
ing recovery is at last un-
der way.

Bernanke endorsed
that view in today’s re-
marks at the Qperation
Hope Global Financial
Dignity Summit, saying
an industry that was hold-
ing the economy back has
turned a corner.

“Continued weakness
in housing — reflected in
falling prices, low rates of
new construction, and his-
toric levels of foreclosure
— has proved a powerful
headwind to recovery”
Bernanke said, "It is en-
couraging, therefore, that

| weare seeing signs of im-

provement in the housing
market in mest parts of
the country."

Bernanke said hous-
ing-finance  authorities
have taken steps to “re-
move barriers to the flow
of mortgage credit” and
referred to efforts by the
Federal Housing Finance
Agency and by Fannie
Mae and Freddie Mac to

month, with demand .

clarify rules surrounding
mortgages that gointo de-
fault.

These steps, the 58
year-old Fed chief said,
should "increase the will-
ingness of lenders to
make new loans.”

While regulatory poli-
cy “will be important for
restoring a fully function-
ing housing and mortgage
market, the strength of
the overall economic re-
covery is crucial as well,”
Bernanke said.

A number of FOMC of-
ficials believe the central
bank may need to expand
its monthly purchases of
bonds next year after the
expiration of a program to
extend the maturities of
assets on its balance sheet
known as Operation

Twist, according to the
minutes released
Wednesday.

The Fed’s actions have
helped push mortgage
rates to historic lows. The
average fixed rate ona 30-
year mortgage fell to 3.34
percent today, according
to a Freddie Mac index,
the lowest on record.

Those rates have in-
creased affordability and
helped bolster home
price. The S&amp;P/Case-
Shiller index of property
values in 20 cities rose 2
percent in the year begin-

ning in August 2011, the
biggest annual gain since

July 2010,

ﬁIncreasing ) hﬂ;
prices  are ripplin
through the economy,

supporting gains in con-
sumer confidence and
spending and benefiting
companies such as Home
Depot Inc. and Whirlpool
Corp.

Home Depot, the larg-
est U.S. home-improve-
ment retailer, posted
third-quarter profit this
week that topped ana-
lysts’ estimates as the re-
covering housing market
prompted customers to
spend mere on home re-
pairs.

“Homebuilder senti-
ment has improved con-
siderably over the past
year, and real estate
agents report a substan-
tial rise in homebuyer
traffic,” Bernanke said.

The S&amp;P Super-
composite Homebuilding
Index, which consists of 11
home building compa-
nies, climbed 65 percent
this year as of yesterday,
compared to 7.7 percent
for the S&amp;P 500 In-
dex.

Americans bought new
homes in September at
the fastest pace in two
years, the Commerce De-
partment reported last

President Barack Oba-

id in a press confer-
ma sal nbe da ¥ that vot-

27.1 percent from a year

earlier,

The economy grew 2
percent in the third quar-
ter, propelled by gains in
consumer spending, de-
feqse_ outlays and home-
bugldmg_. That was a
quickening from the 1.3
percent pace the Com-
merce Department re-
ported for the second
quarter.

_Equities reached g

high for the year on Sept.
14 and have since tumbled
7.5 percent as lawmakers
have yet to resolve the so-
called fiscal cliff, a com-
bined $607 billion in auto-
matic spending cuts and
/tax increases. The Con-
Bressional Budget Office
said that failure to ad-
dress the cliff could
nudge the economy into a
recession,

ce We
2!1}5 sent a “very cldear
message” on election day
+his month that they want
both parties t0 work toE
gether to cut the budge
deficit with a mix of tax
increases for the _'wealthy

and cuts in spending.



