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Th US E i R ll C tTh US E i R ll C tThe US Economic Roller Coaster…The US Economic Roller Coaster…

Where have we been? What’s different about 
the most recent recession and recovery?y

 How does our region compare? What’s 
different regionally vs. nationally?different regionally vs. nationally?

Where are we going? What are the risks to the 
recovery?recovery?
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A t f th B i C lA t f th B i C lAnatomy of the Business CycleAnatomy of the Business Cycle

 The Business Cycle: An 
economic roller coaster of 
fl t ti i tfluctuations in aggregate 
economic activity
R i P k t T h Recessions: Peak to Trough
 Expansions: Trough to Peak
 Long-run GDP growth rate: 

~3% per year
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U S B i C lU S B i C lU.S. Business CycleU.S. Business Cycle
Black = Months in Contraction (Recession)Black  Months in Contraction (Recession)
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Wi t ’ Wi d #1Wi t ’ Wi d #1Winston’s Wisdom #1Winston’s Wisdom #1

Winston Churchill

“It has been said thatIt has been said that 
democracy is the worst form 
of government except all the g p
others that have been tried.”
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L th f R iL th f R iLength of RecessionsLength of Recessions
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D th f R iD th f R iDepth of RecessionsDepth of Recessions
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N D ll F d FIRM P bli ti !N D ll F d FIRM P bli ti !New Dallas Fed FIRM Publication!New Dallas Fed FIRM Publication!
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D th f th 2008 R iD th f th 2008 R iDeath of the 2008 RecessionDeath of the 2008 Recession
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GDP R ll C tGDP R ll C tGDP Roller CoasterGDP Roller Coaster
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J b Still L W t G !J b Still L W t G !Jobs: Still a Long Way to Go!Jobs: Still a Long Way to Go!
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J b R ll C t T i l C lJ b R ll C t T i l C lJobs Roller Coaster: Typical CyclesJobs Roller Coaster: Typical Cycles
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Wh S h Sl i h R ?Wh S h Sl i h R ?Why Such a Sluggish Recovery?Why Such a Sluggish Recovery?
Average contribution
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A N ti W O tA N ti W O tAs a Nation: We Overspent…As a Nation: We Overspent…
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Spending Was Driven BySpending Was Driven BySpending Was Driven By Spending Was Driven By 
Homebuilding, Consumption, and…Homebuilding, Consumption, and…
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H h ld D bt!H h ld D bt!Household Debt!Household Debt!
Household Debt-to-Income Ratio
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L R Vi f H h ld D btL R Vi f H h ld D btLong Run View of Household DebtLong Run View of Household Debt
Household Debt-to-Income Ratio
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CCThe Federal Budget CrisisThe Federal Budget Crisis

Federal Government Receipts and Expenditures as a Percentage of GDP
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Wh H W B ?Wh H W B ?Where Have We Been?Where Have We Been?

 2008 (Great) Recession was the deepest and 
longest in 60+ yearsg y

– Preceded by overconsumption, overbuilding, and 
excessive debt

 Recovery has finally turned to Expansion…

 But U S Job growth is too slow But U.S. Job growth is too slow…

 And the Debt overhang is large

Federal Reserve Bank of Dallas, FIRM (Financial Institution Relationship Management)



Wi t ’ Wi d #2Wi t ’ Wi d #2Winston’s Wisdom #2Winston’s Wisdom #2

Winston Churchill

“The farther backward you canThe farther backward you can 
look, the farther forward you are 
likely to see.”y
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Th US E i R ll C tTh US E i R ll C tThe US Economic Roller Coaster…The US Economic Roller Coaster…

Where have we been? What’s different about 
the most recent recession and recovery?y

 How does our region compare? What’s 
different regionally vs. nationally?different regionally vs. nationally?

Where are we going? What are the risks to the 
recovery?recovery?

Federal Reserve Bank of Dallas, FIRM (Financial Institution Relationship Management)
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Bi H i P i S i El hBi H i P i S i El h

260 Index, 1Q 2000=100, NSA

Big Housing Price Swings ElsewhereBig Housing Price Swings Elsewhere
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Underwater Mortgages RemainUnderwater Mortgages RemainUnderwater Mortgages Remain Underwater Mortgages Remain 
Elevated in Many StatesElevated in Many States

Percent of mortgages with balance > home valueg g
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P l B l Sh t Adj tiP l B l Sh t Adj tiPersonal Balance Sheets AdjustingPersonal Balance Sheets Adjusting
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Bi Adj t t El hBi Adj t t El hBig Adjustments ElsewhereBig Adjustments Elsewhere
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R i l B k P fi bili SR i l B k P fi bili S

ROA (%)
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R i l B k P f i B ttR i l B k P f i B tt

Noncurrent Loan Rate (%)

Regional Banks Performing BetterRegional Banks Performing Better
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Wh A th P bl ?Wh A th P bl ?Where Are the Problems?Where Are the Problems?

Noncurrent Loan Rate (%)
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Ti t R th T R ti *Ti t R th T R ti *

Percent of Banks with Texas Ratio > 100%

Time to Rename the Texas Ratio*…Time to Rename the Texas Ratio*…

Percent of Banks with Texas Ratio > 100%
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*The Texas Ratio is defined as noncurrent loans plus other real estate owned as a percentage of tangible equity capital plus loan loss reserves.



Th AlTh Al A hA h BB T R iT R iThe AlmostThe Almost--AnywhereAnywhere--ButBut--Texas RatioTexas Ratio
Percent of Banks with Texas Ratio > 100%, 3/31/2012
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Th T R ti b Di t i tTh T R ti b Di t i tThe Texas Ratio by DistrictThe Texas Ratio by District
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T C ttl P l ti V LT C ttl P l ti V LTexas Cattle Population Very LowTexas Cattle Population Very Low
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T E t #1 i N tiT E t #1 i N tiTexas Exports: #1 in NationTexas Exports: #1 in Nation
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Ri C t M ith Oil P iRi C t M ith Oil P iRig Count Moves with Oil PricesRig Count Moves with Oil Prices
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T E l t G thT E l t G thTexas Employment GrowthTexas Employment Growth
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Th U l t T i tTh U l t T i tThe Unemployment TwistThe Unemployment Twist
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M J b C t d R i llM J b C t d R i llMore Jobs Created RegionallyMore Jobs Created Regionally
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G GG GJob Growth Around the GlobeJob Growth Around the Globe
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H D O R i C ?H D O R i C ?How Does Our Region Compare?How Does Our Region Compare?

 Texas is the place to be!
– No boom or bust in housing– No boom or bust in housing
– Personal balance sheets stronger

Banks healthier– Banks healthier
– Jobs have completely recovered and growing 

faster than the nationfaster than the nation
– More new businesses created and more corporate 

relocations

Federal Reserve Bank of Dallas, FIRM (Financial Institution Relationship Management)



Wi t ’ Wi d #3Wi t ’ Wi d #3Winston’s Wisdom #3Winston’s Wisdom #3

Winston Churchill

“The inherent vice of capitalismThe inherent vice of capitalism 
is the unequal sharing of 
blessings; the inherent virtue of g
socialism is the equal sharing of 
miseries.”
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Th US E i R ll C tTh US E i R ll C tThe US Economic Roller Coaster…The US Economic Roller Coaster…

Where have we been? What’s different about 
the most recent recession and recovery?y

 How does our region compare? What’s 
different regionally vs. nationally?different regionally vs. nationally?

Where are we going? What are the risks to the 
recovery?recovery?

Federal Reserve Bank of Dallas, FIRM (Financial Institution Relationship Management)
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Where’s Inflation Headed?Where’s Inflation Headed?
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I C I fl ti Ri i ?I C I fl ti Ri i ?
Percent, yr/yr

Is Core Inflation Rising?Is Core Inflation Rising?
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P tti t H i th Gl F t ?P tti t H i th Gl F t ?Prettiest Horse in the Glue Factory?Prettiest Horse in the Glue Factory?
35

10-year Government Bond Yields, 

28.73

25

30

y ,
as June 11, 2012

20

25

10.68
10

15

1.65 1.30 1.64
2.56

6.52 6.04

5

Federal Reserve Bank of Dallas, FIRM (Financial Institution Relationship Management)

0
US Germany UK France Spain Italy Portugal Greece



E S i D bt CE S i D bt CEuropean Sovereign Debt ConcernsEuropean Sovereign Debt Concerns
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Wh A W G i ?Wh A W G i ?Where Are We Going?Where Are We Going?

U S 2012 i th lik l t id U.S. 2012 economic growth likely tepid
 Inflation is currently under control
 Significant headwinds (risks):

– European debt crisis and recession
– Extended joblessness
– Uneven housing recovery
– Oil price shock
– U.S. national debt and government spending

M t li h l l d it j b Monetary policy has largely done its job
Federal Reserve Bank of Dallas, FIRM (Financial Institution Relationship Management)



Wi t ’ Wi d #4Wi t ’ Wi d #4Winston’s Wisdom #4Winston’s Wisdom #4

Winston Churchill

“You can always count onYou can always count on 
Americans to do the right 
thing---after they’ve tried g y
everything else.”

Federal Reserve Bank of Dallas, FIRM (Financial Institution Relationship Management)
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