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By Howard Packowitz
Of DOW JONES NEWSWIRES

CHICAGO (Dow Jones)--U.S. interest rate futures traders continued playing a guessing game Wednesday.

They wondered about the timing of an economic recovery, and when the Federal Reserve and other global central banks will begin to sop up massive liquidity
pumped into the credit-weary financial system.

Answers to traders' questions remain a mystery, although Eurodollar futures prices wound up a little higher. That translates into expectations for modestly lower
short-term rates.

A major catalyst for buying came from an economic report that was a setback for hopes of an imminent recovery.

The Institute for Supply Management-Chicago said Wednesday that its business barometer fell to 46.1 in September, down from a neutral reading of 50.0 in August.
Economists surveyed by Dow Jones Newswires projected the index would rise to 52.5, which would have shown economic expansion.

The report is significant because the barometer reading fell below 50, indicating contraction in the economy, said rate futures floor broker Mark Hawkinson, of
Newedge USA.

The barometer is a survey of purchasing professionals in the Chicago area. The weaker-than-expected Chicago data raised the specter of downside risk for
Thursday's Institute for Supply Management's September manufacturing index, a survey of purchasing managers nationwide.

The consensus estimate from the Dow Jones Newswires economists' survey predicts the September ISM index to climb to 54.0, from 52.9 in August. The ISM report
is due for release Thursday at 10 a.m. EDT.

Wednesday's data disappointment seemed to bolster the view expressed by Federal Reserve Vice Chairman Donald Kohn, who's cautious about recovery
prospects.

Speaking to the Cato Institute, Kohn said inflation is subdued and credit restraints are likely to slow the economic recovery. As a result, he sees the rates staying
very low for an extended period.

The Fed has kept the short-term federal-funds rate at a lowest-ever range of 0% to 0.25% since December 2008 to help stimulate the economy.

However, some Fed officials in recent days have talked about the need for aggressive rate hikes to curb inflation from very accommodative monetary policies.
"They're not all in line," said Hawkinson, referring to varying opinions among Fed members.

While short-term Eurodollar futures prices settled higher, early 2010 fed-funds futures were generally stable.

The March fed-funds contract priced in about a 54% chance for the Federal Open Market Committee to raise the funds rate to 0.5% at the March 15 meeting. That's
unchanged from Tuesday.

May fed-funds futures were still fully priced for the FOMC to reach 0.5% at its late April rate-setting session, but factored in very slim odds of a further tightening to

0.75%.
CONTRACT SETTLE CHANGE
Dec Fed Funds 99.825 Up 0.5 basis point *

Feb '10 Fed Funds 99.73 Unchanged
Mar '10 Fed Funds 99.68 Unchanged
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May '10 Fed Funds 99.485
Dec  Eurodollars 99.63
Mar ‘10 Eurodollars 99.375
Jun '10 Eurodollars 98.03
Sep '10 Eurodollars 98.635
Dec '10 Eurodollars 98.245
Dec 10-Year Notes 118-10+
Dec 30-Year Bonds 121-12

Up 1 basis po
Up 1 basis po
Up 3 basis po
Up 3.5 basis
Up 3.5 basis
Up 3 basis po
Up 1/32
Dn 8/32

* A basis point is equivalent to 1/100th of a pe

-By Howard Packowitz, Dow Jones Newswires; 312-750-4132; howard.packowitz@dowjones.com

|E| Email |E| Printer Friendly

Learn Forex Strategies

[%@] order Reprints ~ Share: Q

int

int
ints
points
points
ints

rcentage point.

O Fa@a"%

100+ Technical Tools & Indicators. Free Practice Account. Start Now!

www.cmsfx.com

Practice Forex Trading

Start Trading With A Free $50 000 Demo Account. Play Before Pay!

www.fxecm.com

Forex Trading

99% success rate with no drawdowns. Averaae 300 to 500 pins a month.

Editors' Picks

Page 2 of 2

BACK TO TOP

Clinton Site Gets a Taste of

Making Sense of Health- Soviet Spy Moved Among H-P Says Print Often
Care Debate Magnet Cities Hollywood Elite Stimulus
WSJ.com Account: About: WSJ.com: Tools & Formats:
My Account News Licensing Site Map Today's Paper Digital Network
Subscriber Billing Info Advertising Home Video Center WSJ.com
Conferences World Graphics Marketwatch.com
Create an Account: About Dow Jones u.s. Columns
‘ Barrons.com
Register for Free Privacy Policy - Updated Business Blogs s iy
. rt s
Subscribe Now Subscriber Agreement & Markets Topics martioney.com
Terms of Use - Updated Market Data Guides AllThingsD.com
Help & Information Center: Copyright Policy Tech Alerts FINS.com
Help Jobs at WSJ.com Personal Finance Newsletters FiLife.com
Customer Service Life & Style Mobile BigCharts.com
Contact Us Opinion Podcasts Virtual Stock Exchange
New on WSJ.com Autos RSS Feeds WSJ U.S. Edition
Tour the new Journal Careers Journal Community WSJ Asia Edition
Real Estate WSJ on Twitter

Copyright ©2009 Dow Jones & Company, Inc. All Rights Reserved

Small Business
Corrections

http://online.wsj.com/article/BT-CO-20090930-714832.html

WSJ on Facebook
My Journal

WSJ Europe Edition
WSJ India Page
Foreign Language Editions:
WSJ Chinese
WSJ Portuguese
WSJ Spanish

9/30/2009



