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| agree with most of the commentary that the strong fundamentals support a relatively soft landing in housing. |

3 think we are unlikely to see growth being derailed by the housing market, but | do want us to be prepared for some
quarter-to-quarter fluctuations

So far we are seeing, at worst, an orderly decline in the housing market.

some correction in this market (housing market) is a healthy thing.

[T]he (housing market) cooling is an asset-price correction. Like any other asset-price correction, it's very hard to
forecast, and consequently itis an important risk and one that should lead us to be cautious in our policy decisions
At least three dimensions of the housing sector provide significant uncertainty...The firstis the extent to which sales,
starts, and permits will decline...[s]econd, associated with that consideration is a lot of uncertainty about housing
prices...a third element... there is the possibility that housing will have a stronger effect on consumption than we
now expect.

[Tlhere are two issues...[tlhe firstis how severe the contraction in housing will be... [tihe second issue is how much
spillover there will be from any housing correction to the rest of the economy.

| agree that the economy except for housing and autos is still pretty strong, and we do not yet see any significant
spillover from housing.

But it's important to point out that, even if we see some stabilization in starts and permits, a lot of inventory is still out
there, and there’s going to be an inventory correction process that could be quite significant.

However, the effects on GDP, because the correction is still significant, are not trivial, but they are also not that
large.

So like most people around the table, | think that a soft landing with growth a bit below potential in the short run
looks like the most likely scenario.

[lf people thought that prices were going to fall much more, then they would be very reluctant to buy.

[W]hen starts stabilize, there are going to be ongoing effects on GDP and employment. On the GDP side, it takes
about six months on average to complete residential structures. Therefore, even when starts stabilize, we’re going
to continue to see declines in the contribution of residential construction to GDP.
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