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Economic and Banking Outlook

May 2009

Major issues

Consumer spending – recovering?

I t t di l i ?Investment spending – lagging?

Housing inventories will take years to 
clear

Bank credit losses will remain high 
through 2011 
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Real GDP growth sagging on all 
sides

P r iva te  F ixed  Inves tm ent
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Consumption spending showing 
signs of life
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Consumption supported by increase 
in personal income - fall in taxes

Per sonal Cur r ent Taxes
 D i f fe r e nce  -  P e r i od  to  P e r i o d      S A A R , M i l . $
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Consumers increase savings rate –
temporary or longer-term?
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Consumption [savings] tracks 
changes in wealth in this recession

H ouseho lds ,  N onp r o f i t  O r gan iza t ions :  C hange  in  N e t W or th
N S A ,  B i l . $
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Sustained gains in stock market 
may recoup some wealth loss

Households:  Holding Gains on Cor por ate Equities [Mkt Value]
N SA, B i l . $

Households/Nonpr ofit:  Holding Gains on Real Estate [Mkt Value]
N SA, B i l  $
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Unemployment will remain a major 
concern through 2010

C iv il ia n  U n e m p lo ym e n t R a te :  1 6  y r  +
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And average unemployment 
duration is high

Average {Mean} Dur ation of Unemployment

SA, Weeks
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Job market showing 
some improvement

Unemployment Insur ance:  Monthly  Tota l In it ia l C la ims Applica tions
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Manufacturing hit by many stresses
Unemployment Rate:  Wholesale and Retail Tr ade

NSA, %

Unemployment Rate: Manufactur ingUnemployment Rate:  Manufactur ing
NSA, %

12. 5

10. 0

7. 5

12. 5

10. 0

7. 5

0807060504030201009998
Sour ce:   Bur eau of L abor  S tati sti cs /Haver  Anal yt i cs

5. 0

2. 5

5. 0

2. 5



6/16/2009

7

Structural changes will dampen job 
market improvements for some

Minimum Hour ly Wage Rate:  Nonfar m
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US household debt levels declining 
but still relatively high

R atio :  C onsu m e r  Ins ta l lm e n t C r ed it  to  P e r so na l In com e
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Investment spending remains drag
Real Pr ivate Residential Investment

    % Change - Year  to Year         SAAR, Bi l .Chn.2000$

Real Pr ivate Nonr esidential Fixed Investment
    % Change - Year  to Year         SAAR, Bi l .Chn.2000$g
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Inventory levels in durables need 
high spending to run off

Inventor ies/Sales Ratio: Mfg: Durable Goods Industr ies
SA, Chained 2000$

Real Manufactur ing & Tr ade: Inventor ies/Sales Ratio All Industr ies
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Source:  Economy.com
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Some boost from construction 
spending

Housing continues to plague
NAR Median Sales Pr ice:  Existing 1-Family Homes, United States

    % Change  -  Year  to  Year         $

Existing 1-Family Home Sales:  United States
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Mortgage rates key ingredient to 
housing market recovery

Contr ac t Rates  on Com m itm ents :  Conventiona l 30 -Y r  M or tgages, FHLM C
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Affordability at all time high
Composite Housing Affordability Index

    % Change -  Year  to Year         Median Inc=Qualifying Inc=100

Existing 1-Family Home Sales:  United States
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Some signs of life in housing sales
New 1-Family Houses Sold:  West

    % Change  -  Yea r  to  Yea r         SAAR, Thous
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Loan demand up
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Low Rates, GSE Streamline Refis Result in 
Origination Rebound in 2009
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FHA Lending Is Up Sharply: 
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But housing inventories are 
enormous

New 1-Family Houses For  Sale:  Months Supply
SA, Ra t io
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Housing starts will remain sluggish 
through 2010

H ous ing  S ta r ts

    %  C h a n g e  -  Y e a r  t o  Ye a r         S A AR ,  Th o u s . U n i ts
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Job Loss Main Hardship Reason 
Among Delinquent Prime 

Borrowers
Hardship Reason 2007p

Unemployment or curtailment of income 43.0%
Illness or Death in the Family 25.5%
Excessive obligation 16.2%
Marital difficulties 6.6%
Property problem or casualty loss 2.0%
Extreme hardship 0.4%
Inability to sell or rent property 1.7%
Employment transfer or military service 0.9%
All other reasons 3.7%

Source: Freddie Mac; data exclude delinquent loans in Louisiana and Mississippi due to 
hurricane effects.  Data cover only prime conventional conforming loans.

GSE & GNMA Market Share Fell When 
Subprime Boomed; 

Today Main Source of Mortgage Funds
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National bank profitability near its 1987 low point
National banking company ROE
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Loans declined and core deposit growth 
accelerated in 2008
National banking companies
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Recession everywhere but in 
Caribouland
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District charge-offs rising sharply, especially in 
the West
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Increasing Delinquencies, Especially 
Subprime
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Stress testing loss rates 
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Comparison to 30s
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Asset growth fell off more sharply outside the 
banking system last year

U.S. credit market assets held, year-year change
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