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USUS W&S Employment DecliningW&S Employment Declining
YY--OO--Y Change by Month 1939Y Change by Month 1939--20092009



USUS Unemployment Rate RisingUnemployment Rate RisingUSUS Unemployment Rate RisingUnemployment Rate Rising



USUS Real Personal Consumption FallingReal Personal Consumption FallingUSUS Real Personal Consumption FallingReal Personal Consumption Falling



USUS Savings Rate RisingSavings Rate RisingUSUS Savings Rate RisingSavings Rate Rising



USUS-- Retail Sales DecliningRetail Sales Declining
YY--OO--Y Change by Month, M$, 1949Y Change by Month, M$, 1949--20102010



USUS Deflation Deflation (Decline in General Price Level)(Decline in General Price Level)
YY--OO--Y Percent Change by Month 1915Y Percent Change by Month 1915--20092009



USUS Total Federal Public Debt Total Federal Public Debt 
Has Nearly QuadrupledHas Nearly QuadrupledHas Nearly Quadrupled Has Nearly Quadrupled 

YY--OO--Y Change by Month, M$, 1966Y Change by Month, M$, 1966--20092009



USUS Federal Funds Rate Federal Funds Rate 
R d d “0R d d “0 2 ”2 ”Reduced to “0 Reduced to “0 -- .25”.25”



USUS Money Supply is IncreasingMoney Supply is Increasing
YOY Change by Month, $B, 1959YOY Change by Month, $B, 1959--20092009



USUS Borrowing from Federal ReserveBorrowing from Federal Reserve
(Change Y(Change Y--OO--Y for monthly borrowings, B$)Y for monthly borrowings, B$)



USUS BanksBanks-- A Balance Sheet ProblemA Balance Sheet ProblemUSUS BanksBanks A Balance Sheet ProblemA Balance Sheet Problem

Change in Banks Market Capital In Billions $Change in Banks Market Capital In Billions $



SDSD Decline in Payroll Jobs  Decline in Payroll Jobs  
Change YChange Y--OO--Y by  Quarter Y by  Quarter 
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SDSD Decline in Payroll JobsDecline in Payroll Jobs
Change YChange Y--OO--Y by  MonthY by  Month
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SDSD Construction EmploymentConstruction Employment
Stabilizing TrendStabilizing Trend ?? Change YChange Y--OO--Y by MonthY by MonthStabilizing Trend Stabilizing Trend ??, Change Y, Change Y OO Y by MonthY by Month
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SDSD Financial Activities EmploymentFinancial Activities Employment
Stabilizing TrendStabilizing Trend ?? Change YChange Y--OO--Y by MonthY by MonthStabilizing Trend Stabilizing Trend ??, Change Y, Change Y OO Y by Month Y by Month 
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SDSD Less Venture Capital FundsLess Venture Capital Funds
Less Fuel for High Tech Jobs, M$ per YearLess Fuel for High Tech Jobs, M$ per Year

$2 000

$2,500

$1,500

$2,000

$1,000

$0

$500
2Q09

$0
92 94 96 98 '00 '02 '04 '06 '08 10



SDSD HousingHousing--Reverse Wealth Effect Reverse Wealth Effect 
“G t C C t ti ” M$“G t C C t ti ” M$“Great Consumer Contraction”, M$ per year“Great Consumer Contraction”, M$ per year
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SD OutlookSD Outlook--2009 Industry Talley Sheet2009 Industry Talley SheetSD OutlookSD Outlook 2009 Industry Talley Sheet2009 Industry Talley Sheet

PlusesPluses MinusesMinusesPlusesPluses
 DefenseDefense
 ConstructionConstruction

MinusesMinuses
 Retail ServicesRetail Services
 HighHigh--Tech ClustersTech Clusters ConstructionConstruction

 Health ServicesHealth Services
 HighHigh--Tech ClustersTech Clusters
 Financial ServicesFinancial Services
 AgricultureAgriculture AgricultureAgriculture



SD OutlookSD Outlook--2009 More Job Losses2009 More Job Losses
A l Ch P ll J bA l Ch P ll J bAnnual Change Payroll JobsAnnual Change Payroll Jobs
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SD OutlookSD Outlook Rising Unemployment RateRising Unemployment RateSD OutlookSD Outlook--Rising Unemployment RateRising Unemployment Rate
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SD OutlookSD Outlook-- Decline in Taxable Retail SalesDecline in Taxable Retail Sales
YY--OO--Y Percent Change, Fiscal Years 09 &Y Percent Change, Fiscal Years 09 & 1010
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SD OutlookSD Outlook--DisinflationDisinflation
USUS Deflation Rate of Change in CPIDeflation Rate of Change in CPI--UUUSUS Deflation, Rate of Change in CPIDeflation, Rate of Change in CPI--UU
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20092009--10 10 OutlookOutlook Key AssumptionsKey Assumptions
“Structural Changes Will Dominate Federal Stimulus Programs?”“Structural Changes Will Dominate Federal Stimulus Programs?”

 More Savings Less SpendingMore Savings Less Spending
 U Rate Remains HighU Rate Remains Highgg
 Impacts from Wealth EffectImpacts from Wealth Effect
 Deflation Except WagesDeflation Except Wages
 Bundles of New MoneyBundles of New Money
 Economic StimulusEconomic Stimulus
 Stable Marginal Tax RatesStable Marginal Tax Rates
 Low Interest RatesLow Interest Rates
 USUS--Lingering RecessionLingering Recession



2009-10 SD Outlook Summary
“Moving Sideways then Slow Growth”

•Job Losses Ease 2Q10
•U-Rate Stays High
•Less VC Investment
•Reverse Wealth Effect
•Declining R-Sales (FY09-10)
•Stabilizing Home Prices•Stabilizing Home Prices
•Disinflation
•SD-Boost from Gov’tSD Boost from Gov t 
Construction
•Significant Risks
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