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HOUSING BUBBLE   
 
It did not happen 
overnight, but the 
pandemic, with 
maybe some help 
from the original 
$2,000 stimulus 
payments ($478 
billion) to consumers 
in Jan/Mar 2020, has 
made the price of a 
roof over your head 
about as expensive 
as it was at the peak 
of the housing bubble nearly twenty years ago back in 2006. This is part of the affordability crisis and 
like the one two decades ago, there is no relief coming, absent another housing market crash, unless 
you want to take out a 50-yr mortgage maybe. To look at this, we took the monthly FHFA nationwide 
home price index and turned it into a dollar 
value. Then divide it by the average hourly 
wages earned by workers and not their 
bosses: so-called average hourly earnings 
of production and nonsupervisory 
employees. These hourly wages are averaging $31.12 through August this year which is $64,730 at 
an annual rate. The home price index so far in 2025 is running at our made up dollar value of $440,134 
which is 6.8 times workers incomes, and so home prices now are higher than the homes/incomes 
ratio of 6.4 times back at the last housing bubble peak in 2006. Peak/bubble is known only because 
there was a crash and homes were somewhat more affordable at 4.7 times paychecks in 2010. The 
Fed’s zero rates policy which produced 3% mortgages was part of the latest home price bubble and 
Fed rates did not begin going back up until March 2022. Fed rate hikes did not do much to halt the 
home price appreciation. Home prices above were $382,100 in March 2022 and were still $412,130 
in July 2023 when Fed rate hikes stopped at 5.5%. We don’t know if home prices have peaked yet, 
especially as Trump 2.0 takes over the Fed when Powell’s term is up in May 2026 and lowers the 
boom on rates. About all we can say is that some seasonality has returned to this FHFA index where 
prices come off a little from the summer selling season highs, and fell down 0.2% in August 2025 to 
$441,420, but prices are still 2.3% higher than a year ago. Stay tuned.   
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Home Prices High Relative to Working Wages
000s 2006 2010 2015 2020 2025
Homes $222.613 $186.926 $216.961 $292.568 $440.134
Incomes $34.819 $39.624 $43.742 $51.355 $64.730
Ratio 6.4 4.7 5.0 5.7 6.8
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INTEREST RATES  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Stock market rallied back on the promise of an end to the Federal government shutdown on Sunday 
night. That lasted a few days before investors still had reservations about tech stocks and AI. The 
S&P 500 does close the gaps left on the charts fairly well. The gaps on October 24, October 27, 
November 10. In addition to AI and crypto (Bitcoin under $100K), it didn’t help that almost all the 
headlines from old-school Fed officials were on the not-sure about December side of the debate, 
there’s inflation you know. Friday trading was confusing as UK news sent yields up and stocks down 
in both countries, where 7am ET was about the most extreme point, quickly reversed for US yields. 
Chancellor of the Exchequer Reeves is no longer considering an income tax hike. At the end of the 
week, 10-year yields were 4.15% versus 4.10% on November 7. The S&P 500 closed up 14.5% YTD.  
 
Amazon.com Inc. (AMZN) up 7.0% YTD         
Amazon jumped 9.6% to $244.22 on Friday, October 31, the day after earnings. (Better than three 
months ago when it fell 8.3% after earnings.) We don’t know how they do it with our household 
ordering just one refrigerator filter from them for fifty bucks to be delivered the same day by 10pm this 
week. But AMZN makes money. Shoot a rocket off to celebrate. Operating income minus AWS was 
$5.988 billion, 14% less than 2024.  
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AMZN $234.69
Up 7.0% YTD
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Feb 2 
2023 
114.00 
high 
before 
earnings

Aug 3 
2023 
$128.91 
before 
earnings

Feb 1 
2024 
159.28 
before 
earnings

Nov 5 
2024 
Election
Day 
$199.50

Sep 2023 
Hawkish 
Fed rate 
forecasts 
4.68% 10-yr

Apr 30 
2024 
175.00 
before 
earnings

Oct 31 
2024 
186.40 
before 
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Growth 
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Aug 2025 
Earnings 
worries 
on AWS 
growth

Calendar Income
Year Net Operating AWS AWS minus
Mln $ Sales Income Sales Income AWS
Q3 2025 180,169 17,422 33,006 11,434 5,988
Q2 2025 167,702 19,171 30,873 10,160 9,011
Q1 2025 155,667 18,405 29,267 11,547 6,858
Q4 2024 187,792 21,203 28,786 10,632 10,571
Q3 2024 158,877 17,411 27,452 10,447 6,964
Q2 2024 147,977 14,672 26,281 9,334 5,338
Q1 2024 143,313 15,307 25,037 9,421 5,886
Q4 2023 169,961 13,209 24,204 7,167 6,042
Q3 2023 143,083 11,188 23,059 6,976 4,212
Q2 2023 134,383 7,681 22,140 5,365 2,316
Q1 2023 127,358 4,774 21,354 5,123 -349
Q4 2022 149,204 2,737 21,378 5,205 -2,468
Q3 2022 127,101 2,525 20,538 5,403 -2,878
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FEDERAL RESERVE POLICY  
 
The Fed meets December 9-10, 2025 to consider 
its monetary policy. Starting on Thursday, most of 
the Fed officials sounded uncertain or against a 
third rate cut this year. Fed funds futures moved 
down Thursday and Friday by about 4-5 bps. The 
January contract had been in a range after yields 
jumped on October 29 Fed day as Powell said 
December was not a foregone conclusion. The 
Federal government shutdown ended officially with 
the vote Wednesday evening, but economic data is 
going to trickle out and is unlikely to be very reliable 
for the next two or three months of reports. The 
December jobs report reported Friday, January 9, 
2026 should be okay, meaning the data collection 
will be fully back to normal. However, the titanic reversal of 
the immigration flows is going to make the results hard to 
interpret, and an economic slowdown will not be what it was 
in previous cycles. Payroll jobs may decline without it being 
a recession. Maybe. Weekly jobless claims are not flashing 
signs of an imminent contraction in the economy, although 
here too, one has to wonder whether some in society are stepping back from applying for benefits… 
unless they have no choice. Stay tuned. The delayed September payroll jobs report has been 
rescheduled for Thursday, November 20 at 830am ET. This was before the Federal government 
shutdown however, which led to a drop in consumer confidence. 

 
 
About a 50/50 chance of a 
25 bps rate cut to 3.75% on 
December 10.   
 

 
 
 
  

Fed Policy-key variables Long
2025 2026 2027 2028 Term

Fed funds 3.6 3.4 3.1 3.1 3.0
PCE inflation 3.0 2.6 2.1 2.0 2.0
Core inflation 3.1 2.6 2.1 2.0
Unemployed 4.5 4.4 4.3 4.2 4.2
GDP 1.6 1.8 1.9 1.8 1.8
     September 2025 median Fed forecasts

Fed funds futures call Fed policy
Current target: November 14 -- 4.0%
Rate+0.12 Contract Fed decision dates

3.875 Jan 2026 Dec 10*
3.680 Apr 2026 Adds Jan 28, Mar 18*

*Jan 2026 could be two days at a new rate
*Apr 2026 could be one day at a new rate

Selected Fed assets and liabilities Change
Fed H.4.1 statistical release from
billions, Wednesday data 12-Nov 5-Nov 29-Oct 22-Oct 3/11/20* 3/11/20
Factors adding reserves to Nov 12
U.S. Treasury securities 4192.993 4192.743 4196.739 4196.467 2523.031 1669.962
Federal agency debt securities 2.347 2.347 2.347 2.347 2.347 0.000
Mortgage-backed securities (MBS) 2069.963 2069.963 2069.963 2082.606 1371.846 698.117
Repurchase agreements 6.052 0.102 10.311 0.001 242.375 -236.323
Primary credit (Discount Window) 5.818 7.138 7.894 7.349 0.011 5.807
Bank Term Funding Program 0.000 0.000 0.000 0.000
FDIC Loans to banks via Fed 0.000 0.000 0.000 0.000
Paycheck Protection Facility 0.067 0.069 0.070 0.072
Main Street Lending Program 3.845 3.839 3.834 3.980
Term Asset-Backed Facility (TALF II) 0.000 0.000 0.000 0.000
Gold stock 11.041 11.041 11.041 11.041 11.041 0.000
Central bank liquidity swaps 0.031 0.086 0.026 0.037 0.058 -0.027
Federal Reserve Total Assets 6631.1 6623.6 6637.2 6640.4 4360.0 2271.072
3-month Libor %    SOFR % 3.98 3.91 4.27 4.21 1.15 2.830
Factors draining reserves
Currency in circulation 2423.504 2421.923 2418.200 2417.623 1818.957 604.547
Term Deposit Facility 0.000 0.000 0.000 0.000 0.000 0.000
U.S. Treasury Account at Fed 943.145 942.700 983.859 905.074 372.337 570.808
Treasury credit facilities contribution 2.029 2.029 2.029 2.029
Reverse repurchases w/others 5.886 12.814 19.504 4.005 1.325 4.561
Federal Reserve Liabilities 3747.758 3771.720 3809.269 3710.776 2580.036 1167.722
Reserve Balances (Net Liquidity) 2883.340 2851.923 2827.909 2929.637 1779.990 1103.350
   Treasuries within 15 days 52.227 64.414 66.333 58.840 21.427 30.800
   Treasuries 16 to 90 days 199.016 186.371 190.102 194.818 221.961 -22.945
   Treasuries 91 days to 1 year 442.612 443.029 432.478 435.211 378.403 64.209
   Treasuries over 1-yr to 5 years 1401.107 1401.005 1413.369 1413.258 915.101 486.006
   Treasuries over 5-yrs to 10 years 509.387 509.362 506.810 506.782 327.906 181.481
   Treasuries over 10-years 1588.644 1588.561 1587.647 1587.557 658.232 930.412
Note: QT starts June 1, 2022 Change 11/12/2025 6/1/2022
U.S. Treasury securities -1577.786 4192.993 5770.779
Mortgage-backed securities (MBS) -637.483 2069.963 2707.446
**March 11, 2020 start of coronavirus lockdown of country
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OTHER ECONOMIC NEWS    
 
Job layoffs steady at 228K this week (Thursday)           
 
Breaking economy news. We aren’t sure how things can be so good out there in America with over 
200,000 applying for the first time for unemployment compensation because a company fired them. 
But that is the way the big numbers go, with weekly jobless claims of 228K in the November 8 week. 
The not seasonally adjusted filings are starting to tick up as winter is coming, but the seasonal factor 
is keeping the count down. Not much change since 224K in the September 27 week before the Federal 
government shutdown. Once the government statistical mills are up and running we will see if our 
numbers here hold true or whether there are some revisions. Stay tuned.  
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