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ECONOMIC UPDATE

The Federal Open Market Committee (FOMC) raised rates again in December, but the
committee lowered their projection for rates in 2019 from three rate increases down
to two rate increases. Most economic measures remain healthy, though there have
been recent downward trends in housing starts and manufacturing. Many analysts
are beginning to believe that the FOMC will leave rates unchanged for the time being
in order to see how the economy performs. The FOMC’s next meeting scheduled for
January 29-30 may provide the market with an indication of the direction of rates for
the remainder of the year.
The stock market reacted strongly to the uncertainty with our national politics and
the less optimistic outlook for the global economy. The Dow Jones Industrial Average
(DOW) plunged towards the end of December as investors became more skittish about
the direction of the economy in general.

There has been a partial recovery of stock values in the beginning of January as investors
were a little more optimistic about the direction of interest rates, which may be an
indication any downturn in the economy during this year will be mild. However, there
are a few market analysts warning that further shocks to the market can be expected in
2019, but those shocks will be temporary.
By and large, California’s economic experience continues to reflect the same trends as
the national economy. The slowdown of the economy in China and the trade war with
China have been felt by California’s farmers as China’s retaliatory tariffs on California’s
agricultural exports lead to lower sales of crops.
The increasing cost of housing in California continues to be a drag on the overall health
of the state economy. Lower-income employees are finding themselves increasingly
unable to afford the cost of housing in the communities in which they are employed
and are having to live further and further away from work.
Continued on next page >>
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The recent drop in the price of oil (orange line in the chart) never really did translate
into an equivalent drop in the price of gasoline in California (blue line). The price of
oil dropped 43% from October to January, but the price of gasoline at the pump only
dropped 16%. The increased price of oil in the first few days of the year probably means
that gasoline prices will not decrease any further.
Locally, the economy in the Credit Union’s membership area (Alameda, Contra Costa, and
Solano counties) continues to do well but this area faces the same housing affordability
issues as throughout most of the state. Unemployment remains low and wages are
gradually increasing. Recent data from the federal government shows continued
declines in bankruptcy filings which is a good indicator of increased prosperity.

Your Credit Union encourages all members to sign onto www.1stnorcalcu.org and take a
look at all of the available services and products that your Credit Union offers. Members
have access to their accounts via home-banking or mobile phone or the traditional way
of visiting one of the offices and meeting our friendly staff. 1st Nor Cal offers lower loan
rates, higher interest on deposits, and much lower fees as well as superior service.
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