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Fed warns of $100bn credit losses

Federal Reserve chairman
Ben Bernanke has warned
that the crisis In the US
sub-prime lending market
could cost up to $100bn.

In a second day of testimony
to Congress, Mr Bernanke said
credit losses associated with
sub-prime mortgage failures

" . v Ben Bernanke's comments are closely
were "significant”.

watched

Wall Street is nervous about the exposure of banks and other
lenders to the riskier sub-prime market.

Earlier this month, Bear Stearns bailed out two sub-prime
focused hedge funds.

It has since said one of them has "very little value" and the
other is now worthless.

Fears have grown in recent weeks that the downturn in the
housing market, prompted by more people's inability to pay
their mortgages, will cause Instability and retrenchment in
the wider economy.

But the June minutes from the Federal Reserve's rate-setting
committee showed that despite the continued housing slump,
inflation remained the central bank's overriding concem.

The decision to leave interest rates on hold at 5.25% was
underpinned by fears that core inflation, stripping out volatile
energy and food prices, would fail to recede.

Economists now expect rates to stay at that level for the rest
of the vear.

Downbeat note

In two days of testimony before US legistators, Mr Bernanke
has sounded a persistently downbeat note on the state of the
housing market and the woes of the sub-prime sector, which
have led to the collapse of about 30 lenders.

"The credit losses associated
with sub-prime have come to
light and they are fairly
significant,” Mr Bernanke told
a Senate Committee.

“ More than a million
Americans lost thelr homes
last year

Senator Robert Menendez
"Some estimates are in the order of between $50bn and
$100bn of losses."

The Fed's handling of the sub-prime market, which it
regulates, carme under fire from senators, who argued it

should have done more to protect vuinerable consumers from

inappropriate and improper mortgage practices.

"More than a million Americans lost their homes last year,”
said Senator Robert Menendez.

http://news.bbe.co.uk/2/hi/business/6906914.stm

Page 1 of 2

DOC.N.° 72
(st )

Low graphics | Accessibility help

L

News services
Your news when you want :
It

THE US ECONOMY

LATEST ECONOMIC NEWS
US housebuilding at 16-month
high
US *rade deficit widens
Bernanke cautious on US recovery
US menufacturing growth speeds
up
US economic growth revised down
BACKGROUND AND ANALYSIS
| US jobless numbers
hide scale of probler

Head-to-heed: What next for US
economy?

truggling i a recovering
economy

RELATED INTERNET LINKS
Department of Labor

The BBC is not responsibte for the
content of external internet sites

TOFP BUSINESS STORIES
Strong demand boosts Intet profit
Rioc resumes Australia investment
Unemployment dips to 2.47 million
| News feeds

MOSY POPULAR STORIES NOW

LMOST SHAREDI IMOST READ !

BBC News
BBC News

Is Hyperloop the future of
travel?

BBC News

Pulin 'probably’ approved ex-spy
murder

BBC News
BBC News

The casino city where staff
disappezr

BEC News
BBC News

Most populer now, n detail

22-01-2016



BBC NEWS | Business | Fed warns of $100bn credit losses

"In my mind, this is not just simply a time for suggestions, it
is a time for solutions.”

Mr Bernanke said the Fed was reviewing current regulations
on lending practices in a "responsible” manner.

Wider problems?

The Fed remained "alert" for any signs that housing
weakness may destabilise the economy as a whole, Mr
Bernanke added.

It has already acknowledged the impact of reduced activity in
the housing market on consumer spending, cutting its
forecast for economic growth this year.

It has also said it expects the [
unemployment rate to rise
from 4.5% to 4.75% by year-
end.

Despite the impact of the crisis
in the sub-prime mortgage
market, the US economy has
performed better in the second
quarter of the year than the

1 The housing market has a cold and it is
first. feared the germs may spread

The economy has continued to create new jobs at a healthy
clip while the number of unemployment benefit claimants is
now at its iowest since early May.

But the Conference Board, publishing its latest economic
analysis on Thursday, said that it expected economic growth
to slow in the next few months.

Worries over the economic outlook have not daunted
investors, with the leading US share index, the Dow lones
Industrial Average, closing above 14,000 for the first time.

B E-mail this to & friend & Printable version

Bookmark with: What are these?
Delicious Digg reddit Facebaok StumbleUpen

FEATURES, VIEWS, ANALYSIS

Ghest town The guerilla plant Walking awey

Has China's housing How the world's oldest Why Royal Ballet
bubble burst? clove tree defied an principal Sergei
empire Polunin quit

Most Popular Now

The most read story in Africa is: Saudi 'reprieve’ in sorcery case

PRODUCTS & SERVICES E-mall news Mobiles Alerts News feeds

MMIX

Help | Privacy and cookies policy | News sources | About the BBC | Contact us |

http://news.bbe.co.uk/2/hi/business/6906914.stm

Page 2 of 2

Podcasts

Back to tep ~4

22-01-2016



