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The business and financial sectors have been hit hardest. America’s unemployment rate is
expected to climb to 8% or higher for the next three years, and that could lead to a full-blown
crisis that could hurt the broader economy, according to a new report from the nonpartisan
Congressional Budget Office (CBO). The organization released a report this morning that echoes
recent warnings from Fed Chairman Ben Bernanke that a financial system that’s functioning as
well as it has for the past decade might be at risk. The Fed is the dominant force in the economy,
as it sets the course for everything from unemployment rates to the pace of mergers and
acquisitions in the U.S. The broad-based nature of the report and its findings could fuel growing
worries about a slowdown in China as the Fed is forced to draw back on its $85 billion-per-month
emergency lending program for bad loans. “This is the problem with the Fed,” Edward Wolff, a
professor of economics at New School University, told the Wall Street Journal. “If the Fed doesn’t
stop cutting, the economy gets weaker. If the Fed does stop cutting, the economy gets weaker.
The banks get weaker.”
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