
















































































_10785/2668 -<15: 48 212--967-1 1588

Thursday, October 12, 2000

Scheduler:
Prev Ron NYC
8:30 am NARAL Bfkt
10 am Sy Stern Meeting
New York Life
2:30 pm Minister’s Meeting (t)
4 pm League of Conservation Voters
S pm NYC Fundraiser
7:1S pm Fundraiser hosted by Hermaine Warren
660 Park Avenue -
8:30 pm NYC Fundraiser
Ron Chappaqua
Friday, October 13, 2000
Scheduler J
Prev Ron Chappaqua Ja
8:30 am Jerry Spier Bfkt (t)
Contact: Carol
(212) 715-0310
10:30 am Wheels up from LaGuardia
(Flight Time:
11:30 am Wheels down in Buffalo
1 pm Buffalo Ed Board
6 pm Long Beach Dem. Club
8 pm Congressman Meeks $
Ron Chappaqua























































































ONGOING ISSUES

Inter-American Foundation

Anita Perez Ferguson was nominated on Thursday, October 5 and we will be nominating
Fred Duval and George Munoz soon. Counsel’s office is working on clearing them as soon as
possible.

National Commission on the Use of Offsets and the Defense Trade

The Leadership of the Senate and House of Representatives must concur with you on the
membership of this commission. The commission will be composed of several Secretaries of
Departments and two CEO’s. We have received concurrence from everyone but Senator Lott.
We would like to have concurrence from Senator Lott by early next week in order to appoint and
announce the Commission. Chuck Brain is working with Dave Hoppe (Lott’s office) to get
Senator Lott’s concurrence.

Fannie Mae and Freddie Mac

The candidates you have selected are undergoing White House Counsel vetting. Harold
Ickes is in agreement with the decision that has been made.

Kennedy Center, Board of Trustees
The candidates you have selected are undergoing White House Counsel vetting.

Key Individuals Approved by the President and sent to the desk of the White
House Clerk for Appointment this Week:

e QGary J. Lavine, Member, Commission for the Preservation of America’s Heritage Abroad
e Kate Fitz Gibbon, Member, Cultural Property Advisory Committee

Key Nominations Sent to the Senate this Week:

Mark A. Weinberger, Member, Social Security Advisory Board

Randolph J. Agley, Member, Corporation for National and Community Service
Edward F. Reilly, Jr., Commissioner, U.S. Parole Commission

Reginald Earl Jones, Commissioner, Equal Employment Opportunities Commission
Anita Perez Ferguson, Chair, Inter-American Foundation

John M. Reich, Member, Federal Deposit Insurance Corporation

e Melvin C. Hall,U.S. District Court for the Westemn District of Oklahoma

e Andre M. Davis, U.S. Court of Appeals for the Fourth Circuit

e Hsin-Ming Fung, Member of the National Council on the Arts

e Philip N. Bredesen, Member of the National Commission on Libraries and Information
Science

Prepared by the Office of Presidential Personnel
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FINANCIAL MARKET UPDATE

Markets Appear to Anticipate a Cooling Economy

Financial markets ended the third quarter anticipating, correctly, that the Federal
Reserve would not raise interest rates at this week’s FOMC meeting. Movements
in interest rates and stock prices have been consistent with growing evidence that
economic growth is moderating.

Interest rates. After peaking in May,

Treasury Yield Curves when the Fed last increased its target
Federal funds rate, yields on Treasury
securities have come down across a
broad range of maturities. The yield
curve, which became inverted in
January, remains so (see upper chart).
The fact that long-term rates are lower
than short-term rates generally implies
i that markets expect economic activity

4 50 dgmmy tyae] 0 to t_)e modgrgte an‘d are not anticipating

a pick-up in inflation.
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Peculiarities with the 30-year bond. The perception that 30-year bonds will be
in scarce supply as the Federal debt is repaid has pushed their yields down relative
to those of other long-term securities and compromised their role as a benchmark
for long-term interest rates. However, rates on 30-year Treasuries rose back to
their June level in late September, while other long-term rates remained flat,
possibly because of speculation as the election approaches that the Federal debt
might not be repaid as fast as previously expected.
303rd Quarter Stock Market Performance Stock prices. Lowered earnings
AR Franclalindgy expectations contributed to a decline in
PV sl broad-based stock indexes like the
™ Standard and Poor’s 500 at the end of
the quarter (see lower chart). Declines
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acute. By contrast, a moderating
interest rate outlook appears to have
A, Tectnplogy kngex contributed to strong growth in
financial stocks.
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Conclusion. Financial market developments in the third quarter point to a
growing perception that economic growth is moderating. Rising energy prices
may be contributing to this perception of slower growth, but they do not yet
appear to be fueling inflationary expectations.
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SPECIAL ANALYSIS

—_—

Worker Perceptions of International Trade

Recent protests at the IMF/World Bank meetings in Prague are the latest
manifestation of a backlash against globalization that encompasses a variety of
issues, including questioning the benefits of free trade. Survey evidence suggests
that many Americans share concern about the effects of increased trade, but it also
reveals that worker perceptions vary depending on their skill level.

Americans recognize the good and bad. Extensive survey evidence suggests
that a strong majority of Americans believe that intermational trade increases
product variety (nearly 90 percent), reduces prices (over 60 percent), and fosters
innovation (some 75 percent). However, a substantial majority also think that
trade depresses wages (close to 70 percent), and many believe that trade destroys
jobs (between 40 and 56 percent). Moreover, when asked to weigh the costs and
benefits of free trade, about half of Americans emphasize the detriments, siding
with protectionist policies. Survey responses also show an aversion to the job
dislocation created by trade, even if new jobs pay more.

Who stands where? Economic theory suggests two possible models to explain
which workers are likely to support free trade and which are likely to oppose it.
One is industry-based: to the extent that workers perceive that their economic
well-being is tied to a specific industry, those working in import-competing
industries will view free trade less favorably than those working in export
industries. The other theory is skill-based. U.S. exports tend to use skilled labor
more intensively than import-competing U.S. goods and services, suggesting that
more-skilled workers might be more favorably disposed toward free trade than
less-skilled workers.

A new study analyzing the survey evidence provides strong support for the latter
view. On an industry basis, workers in trade-protected sectors were no more or
less likely to support protectionist policies than those in exposed industries.
However, less-skilled respondents were more likely to favor protection, while
more-skilled workers leaned toward freer trade.

Motives for protectionism. Less-skilled workers may blame international trade
for the slow wage growth and rising wage inequality that took place between the
early 1970s and the early 1990s. They may even acknowledge that technological
change is a more important cause of those wage problems but still expect the
quickened pace of globalization to exacerbate the situation in the future. In
addition, less-skilled workers may believe that technological change is not under
government control, leaving protectionist policies on trade and immigration as the
only way to combat wage problems.
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Implications. As technology and policy continue to drive increased international
trade, less-skilled workers could stiffen their opposition to trade liberalization.

Share of Work Force with No College

1975 1980 1985

1990

1995

However, since the mid-1990s, real-
wage growth has been widespread, and
particularly strong among less-skilled
workers. In addition, the share of less-
skilled workers in the labor force has
been declining, to the point where less
than half of the labor force is now
composed of workers with no college
(see chart). Although anti-trade
sentiment is still significant, the
combination of a declining share of
unskilled workers and rising economic

prosperity even among the less-skilled may soften opposition in the coming years
as the economic benefits of free trade become more apparent.

Weekly Economic Briefing

October 6, 2000



















U.S. ECONOMIC STATISTICS

r @ 1970-

1993 1999 1999:4 2000:1 2000:2

Percent growth (annual rate)
Real GDP (chain-type) 29 5.0 8.3 4.8 5.6

GDP chain-type price index 5.2 1.6 1.6 3.3 2.4

Nonfarm business (NFB) sector:

Productivity (chain-type) 1.7 4.1 8.0 1.9 5.7
Real compensation per hour:
Using CPI 1.0 2.2 1.3 0.0 1.7
Using NFB deflator 1.5 3.3 29 1.1 2.9
Shares of Nominal GDP (percent)
Business fixed investment 11.4 12.9 13.0 13.4 13.7
Residential investment 4.5 4.3 4.3 4.3 4.2
Exports 8.2 10.6 10.8 10.8 11.0
Imports 9.2 13.4 13.9 14.2 14.6
; ‘ Personal saving 6.6 1.6 1.1 0.1 0.2
Federal surplus -2.8 1.3 1.5 24 24
1970- July August September
1993 1999 2000 2000 2000
Unemployment Rate (percent) 6.7 4.2 4.0 4.1 3.9
Payroll employment (thousands)
increase per month -40 -91 252
increase since Jan. 1993 22266
Inflation (percent per period)
CPI 5.8 2.7, 0.2 -0.1 N.A.
PPI-Finished goods 5.0 29 0.0 -0.2 N.A.

**Figures beginning 1994 are not comparable with earlier data.

New or revised data in boldface.
Employment and unemployment data embargoed until 8:30 a.m., Friday, October 6, 2000.
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FINANCIAL STATISTICS

August September Oct.5,

1998 1999 2000 2000 2000
Dow-Jones Industrial Average 8626 10465 11015 10968 10725
Interest Rates (percent per annum)
3-month T-bill 4.78 4.64 6.09 6.00 6.07
10-year T-bond 5.26 5.65 5.83 5.80 5.87
Mortgage rate, 30-year fixed 6.94 7.43 8.03 7.91 7.83
Prime rate 8.35 8.00 9.50 9.50 9.50
INTERNATIONAL STATISTICS
Exchange Rates Current level Percent Change from
October 5, 2000 Week ago Year ago
Euro (in U.S. dollars) 0.869 -1.6 -18.8
Yen (per U.S. dollar) 109.3 1.6 2.2
Major currencies index (Mar. 1973=100) 101.5 0.9 10.3
(trade-weighted value of the U.S. §)
Real GDP Unemployment CPl inflation
International Comparisons * growth rate (percent change in index
(percent change last 4 quarters) (percent) last 12 months)
United States 6.1 (Q2) 3.9 (Sep) 3.4 (Aug)
Canada 5.3 (Q2) 6.8 (Jul) 2.5 (Aug)
Japan 0.8 (Q2) 4.7 (Jul) -0.7 (Aug)
France 3.4 (Q2) 9.6 (Jul)* 1.7 (Aug)
Germany 3.6 (Q2) 8.3 (Jul) 1.8 (Aug)
Italy 2.6 (Q2) 10.8 (Apr) 2.6 (Aug)
United Kingdom 3.2 (Q2) 5.5 (May) 3.0 (Aug)

U.S. unemployment data embargoed until 8:30 a.m., Friday, October 6, 2000.

1/ For unemployment data, rates approximating U.S. concepts as calculated by the U.S. Department of Labor, Bureau of Labor
Statistics, except as noted in footnote 2.

2/ Data from OECD standardized unemployment rates.
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NARAR 3 I: ?'\
By JOHNJ FIALKA | -
. _. And ALEXEI BARRIONUEVO. .* "
Staff Reporters of THE WALL STREET JOURNAL
WASHINGTON—1In its rush to meet an
expected heating oil shortage this winter,

the Energy Department has awarded .

swaps contracts for more than 10 million
barrels of crude oil from the Strategic
Petroleum Reserve to three tiny broker-
age companies that appear to have little
or no experience in making oil deals.

The companies, whose bids were
among 11 accepted by the agency. last
week, now have the right to borrow al-
most one third of the 31.5 million barrels
that the department is making available,
on the condition that they pay it back,
plus an additional quantity as interest,
next fall.

Robert S. Kripowicz, an acting assis-
tant secretary at the Energy Department,
says the awards were made after DOE
checked the companies’ identities with
the oil industry, but many oil traders and
analysts say they have never heard of the
brokerage firms. The recipients: Euell En-
ergy Resources of Aurora, Colo., Burh-
any Energy Enterprises Inc. of Tallahas-
see, Fla., and Lance Stroud Enterprlses
Inc. of New York. i

Lance Stroud Enterpnses ls run. by

Lagce Stroud, a 35-year-old former Army-
enlisted man who says he has never done.

an oil deal. He works out of a New, York

apartment where he lives with his -

mother. Burhany Energy was incorpo-
rated Aug. 21, ;just one month before the
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