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Economics In Focus

| have made it a holiday tradition to write a “review and outlook” for the economy set to the verse of Clement Moore’s
classic, “A Visit from St. Nicholas.” This, my 23 composition, acknowledges a debt to Charles Dickens as well.

‘Twas the Night Before Christmas
(A Review & Forecast) December 19, 2005
by
David H. Resler
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"Twas the night before Christmas, the hearth fire’s blazing,
As into my lead crystal ball | sat gazing
Hoping to find the forecast | had been seeking.
| jumped with a start when the floor started creaking.

And from my globe of crystal | looked up to see
A Dickensian ghost creature staring at me.
| knew right away it was the ghost of the past,
Who diverted me from the unfinished forecast.

We went back to a time less than one year ago,
When fears ‘bout inflation were just starting to grow.
The former Fed Chair had just relinquished the helm

Mister Bernanke now ruled the policy realm.

We saw the new Chairman, a scholar and teacher,
Stating the Fed’s case like a most righteous preacher.
But to the markets does every word matter
Even those said in idle party-time chatter.

Like any rookie he did once or twice stumble
But quickly learned to be both cautious and humble.
And soon he had in place today’s near-neutral stance
Believing inflation would slow if given the chance.

When that apparition without a trace disappeared
The Present-day spirit in his place next appeared.
He said that the data -- both the weak and the strong
Would show why investors are so happily long.

Profits are soaring, the job market is healthy
It is 3 world where everyone hopes to get wealthy.
We looked at the facts but on none did we linger
Then the ghost left with just a flick of his finger.
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Then did appear in a robe wholly enshrouded

A ghost who said he'd show an outlook unclouded.
| felt most relieved that we have little to dread,
In this forecast laid out for the year just ahead.
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Consumers, with income and wealth, surely will spend
So that means the expansion is not near an end.
Business will spend on new plants and equipments
Generating lots of capital goods shipments.

Exports should finally win the trade balance race

With oil prices stable, imports will not keep pace.
Though growth overall doesn’t quite meet its longer term norm

It's strong enough for still larger profits to form.

This future too showed that price pressures would cool

And the Fed would invoke soon the John Taylor rule.

‘Cause when inflation’s no longer a source of diversion,
The Fed can take heed of the yield curve inversion.

While this future is bright and ever so cheerful
The ghost of tomorrow warned of matters more fearful.
Among other risks of which he made me aware
Was the chance that oil prices might up aqain flare.

But topping his risk list that was blessedly short
A weak house market could the expansion abort
If housing's so-called “substantial correction”
Pulled other sectors in 3 downward direction.

Then with the sun rising this last ghost slipped away
And | woke to the dawn of a new Christmas day
Cheered by the visions revealed through this night
I wish your future too will be rosy and bright.
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Happy Holidays and Best Wishes for the New Year!
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This publication contains material that is: (i) for your private information, and we are not soliciting any action based upon it; (ii) not to be construed as a prospectus or offering
materials of any kind; and (iii) is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as
such. Opinions, forecasts, prices, yields, and other forward looking statements may be based on assumptions which may or may not be accurate, and any such opinions,
forecasts or other information are subject to risks and uncertainties and may differ from actual results. Information provided is current as of the date(s) of issuance and is subject
to change without notice. While we endeavor to update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons
to prevent us from doing so. NSI and its affiliates may from time to time perform or solicit investment banking or other services (including acting as advisor, manager or lender)
for, or from, companies or entities mentioned herein. Regarding the companies or entities mentioned herein, NSI, its affiliates, officers, directors, and employees (including
persons involved in the preparation of this material) may, prior to or concurrent with this publication: (i) have long or short positions in, and/or buy or sell (or make a market in)
their securities, or derivatives (including options) thereof; and/or (i) effect or have effected transactions contrary to NSI's views contained herein. The securities described herein
may not have been registered under the Securities Act of 1933, and, in such case, may not be offered or sold within the United States or to US persons unless they are being
sold in compliance with an exemption from the registration requirements of such Act. The provision of this research by NSI and its affiliates does not constitute investment
advice, and you should not rely on it as such. Neither NSI nor any of its affiliates makes any representations or warranties with respect to any securities or investments. You are
responsible for exercising your own judgment (either independently or through your investment advisor) and conducting your own due diligence with respect to investments and
their risks and suitability (including reading any relevant final prospectus). NSI and its affiliates are not responsible for any losses that you may incur as a result of your
investment decisions, whether direct, indirect, incidental or consequential. No part of this material may be (1) copied, photographed, or duplicated in any form, by any means, or
(2) redistributed to anyone (including your foreign affiliates) without NSI's prior written consent. Derivatives and options are not suitable investments for all investors. Additional
information may be provided upon request. Nomura International plc (NIp) is regulated by the SFA. This publication has been approved for distribution in the UK by Nlp. This is
not intended or approved for UK Private Investors.
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