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accommodation to date has significantly raised measures of the real Federal funds rate, but by most measures,
it remains fairly Tlow. he evidence broadly supports the view that economic fundamen-tals have steadied.
Consumer spending has been well maintained over recent months and buoyed by continued growth in
disposable personal income, gains in net worth, and the accommodative condi-tions in credit markets.
Households have recorded a modest improvement in their financial position over this period, to the bet-terment
of many indicators of credit quality. The sizable gains in consumer spending of recent years have been
accompanied by a drop in the personal savings rate to an av-erage of only 1 percent over 2004, a very low
figure relative to the nearly 7-percent rate averaged over the previous 3 decades. Among the factors
contributing to the strength of spending and the decline in saving have been the developments in housing
markets and home finance that have spurred rising household wealth and al-lowed greater access to that
wealth. The rapid rise in home prices over the past several years has provided households with consider-able
capital gains. Moreover, a significant increase in the rate of single-family home turnover has meant that many
consumers have been able to realize gains from the sale of their homes. To be sure, such capital gains, largely
realized through an increase in mort-gage debt on the home, do not increase the pool of national savings
available to finance new...
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