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The economy: 4 big problems

A Financial markets, confidence, wealth destruction,
global downturn

Regional focus: California

What 6s next ?
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Problem #1: Financial markets

Difference between 3 month Libor and Treasury bill yields, %
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Problem #2: Confidence

University of Michigan Consumer Sentiment index 1966 = 100
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Auto sales plummet

Light Weight Vehicle Sales {Autos+Light Trucks}
SAAR, Mil.Units
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Consumer spending has collapsed; how long
they stay away Is a key factor in outlook

Personal consumption expenditures, annualized % Q-Q change
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Business capital spending now
contracting sharply

Real Private Nonresidential Fixed Investment

% Change - Year to Year
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Problem #3: Wealth destruction

Household Net Worth
Bil.$
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House prices down sharply, but analysts believe

weoOre not yet at the D

Case Shiller National House Price Index, 2000Q1=100 200
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Worst housing contraction in the post-War period

Housing Starts
SAAR, Thous.Units
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15 months of job losses

Change in employment, payroll survey

Difference month-to-month SA, Thous
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B In recession
Bl At risk

[ Below trend
Expanding

Problem #4: Global slowdown
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Overseas weakness hits US exports

Real Exports of Goods & Services
% Change - Annual Rate SAAR
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Dec 2007

Red tide rising--
Nearly every state
NOw In recession

May 2008

based on
employment and Dec 2008
industrial
production
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