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2010 Qutlook

Is the recession over?

Have consumers changed?

When will companies start hiring again?
Did monetary and fiscal policy work?
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Is the Recession Over?

Conference Board Leading Index:

Purchasing Managers:
Recession Over
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~ Retail Sales Recovering ()74

Real Retail Sales Growth
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..But Spending Still Below 2007 Peak ()4

Real Retail Sales
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Household S

. Saving More...For Now

avings & Net Worth

Billion Dollars, 12 Month Moving Average

T $250

§12,500 7 :

Change in Savings

+$192B, +94% {2Q09)

$7,500 .

$150

{550)

{$2,500) -

!
Changes in I%letWorth

r ($150)

(57,500)

Change in Net Worth
-$8.97, -14% (2Q09)

J— {$250)

($12,500) —-
'90 '92 ‘94
B} Source: US Bureau of Econcmic Analysis
: 40413/2009

‘96

‘98 00 ‘02

‘04

06 08

Changes lniSavings

Businesses

L]

&

quickly

10/13/2008

Sharp pullback in response to the crisis
Job growth falls to 30-40 year lows
Aggressive cost cutting keeps profits healthy

As demand comes back, hiring shouid pick up




A Construction and Manufacturing Bust eo%
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| - Steep Job Cuts Support Productivity
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Profits Relatively Healthy
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Corporate Profits as a Share of GDP
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Did Monetary and Fiscal Policy work?

» Monetary Policy
— What happened and why?
_ Exi{ strategy/consequences?

« Fiscal Policy
_ What happened and why?
_ Exit strategy/consequences?



The Fed’s Balance Sheet Explodes.... ¢

p Detter, but still propping up the financial sector
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__And Bank Excess Reserves Soar COZ/(.

Components of the Monetary Base
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Inflationary Pressure Contained For Now ol « )/4

flation and Money Growth
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Massive Fiscal Stimulus
’ Tax Revenues Rising Expendit
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| ~ Massive Fiscal Stimulus: Deficits Rising ﬁoz/(.
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Outlook and Summary

Deepest recession since the Depression ending

— 2040 will be better than 2009, but stil below average
Consumers are repairing balance sheets;

— Savings rates to stay elevated until net worth improves
Businesses are relatively healthy but are cautious
Government support will play a crucial role in 2010

_ Need continued stimulus until recovery is self-sustaining
Inflation not a threat in short run

— Unwinding deficits and monetary stimulus critical to
controlling long term inflation
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