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The National Economy

Recession (NOT Depression) 

Environment



RGDP Forecasts(9/09)
Quarter Moodyôs Consensus

08-I -0.7% -0.7%

08-II 1.5% 1.5%

08-III                   -2.7% -2.7% 

08-IV -5.4% -5.4%

09-I - 6.4% -6.4%

09-II -1.0% -1.0%

09-III 3.0% 3.1%

09-IV 1.0%                              2.4%

10-I                       2.0% 2.5%

10-II                      2.3% 2.8% 

10-III                    3.0% 2.9%               

10-IV                    3.8% 3.1%
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Index of Leading Economic Indicators:

Up 5 Straight Months

Source: Conference Board

2004=100



RGDP Forecasts(9/09)
Quarter Moodyôs
10-I                     1.0%

10-II                   2.0%

10-III                 2.3%

10-IV                  3.0% 

11-I 3.8%

11-II 4.9%

11-III 5.4%

11-IV 5.8%



Job Killers: Congress & Obama 

Administration

ÅHigher taxes

ÅPro-union

ÅAnti -Free trade

ïRestrictions on Mexican trucks coming into U.S. in 

violation of NAFTA

ïñBuy Americanò provision of stimulus bill

ï35% tariff on Chinese tires

ïCarbon tariff as part of House passed cap & trade bill

ïMust-make-cars-in-America part of auto bailout 

package



Add tariffs: Guess what always

happens?

Retaliation!







Job Killers:

Congress & Obama 

Administration

ÅHigher taxes

ÅPro-union

ÅAnti -Free trade

ÅExtreme pro-green

ÅMore regulation

ÅGovernment-run health care



Four NBER Indicators
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                     Fig. 1: Monthly Change in US Employment

Source: Bureau of Labor Statistics

   Since 1/08:

-6,929,000 Jobs

        (-5.0%)

      Ur = 9.7%

8/09: -216,000
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Up 1.7% last 2 months



400000

500000

600000

700000

800000

900000

1000000

1100000

1980 1985 1990 1995 2000 2005

Real Manufacturing & Trade Sector Sales
M

il
li

o
n

s
 o

f 
1
9
9
6
 D

o
ll

a
rs

Up last two months
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Fig. 5: Real Personal Income Minus Transfer Payments
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Big Problem

Drop in Private Residential 

Investment Spending
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Fig. 1: U.S. Private Residential Investment
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Since 2006-I:

-$467.7 Billion

   (-57.5%)



Lowest Starts since 1945
U.S. Housing Starts and Mobile Home Shipments

(Thousand Units)
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Home sales have begun to move 

higher: +7.9% last month
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The supply of new single family homes 

has finally been falling

3

4

5

6

7

8

9

10

11

12

13

1990'91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 '04 '05 '06 '07 '08 '09

Months supply of new single family homes
months



Consumer & Lender 

ñDe-Leveragingò Underway



Lending standards for mortgage loans 

remain tight
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Tighter Credit ïMore Difficult 

Markets that Depend on Credit

ÅHousing
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Fig. 3: U.S. Housing Starts

2,127,000

Moody's Economy.com, 9/09

2011-IV: 1,434,000
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Tighter Credit ïMore Difficult 

Markets that Depend on Credit

ÅAutomobiles

ï2004-07: 16 mm annually

ï09-I:         9.5 mm

ï2010:      11.8 mm

ï2011: 14 mm

ÅCommercial investments

ÅBusiness fixed investments



Excessive Housing Price Inflation 

Not Evenly Spread Across Country



Metro Areas with Extreme Housing 

Overvaluation*

(First quarter, 2007)
* 34% overvaluation is the trigger point   

for a major home price correction


