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Consumers hanging on
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Job losses continue to mount...

Nonfarm Payroll Employment

...pushing up unemployment.
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Millions of employees; seasonally adjusted Millions
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Modest recovery to begin in Q3
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State budget gaps pervasive in 2009
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Gaps are typical in downturns.

State and Local Govt Receipts minus Expenditures
As percent of U.S. GDP

...but current magnitude i's [ % \
unprecedented.
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Near-term: expect inflation to fall

Core PCE Price Inflation
Percentage change from four quarters earlier Percent
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Capacity utilization at all time low

Manufacturing Capacity Utilization
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Near-term deflation fears abating

Inflation Expectations Next 5 years
based on breakeven inflation rates adjusted for an indexation lag Percent
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Long-run inflation expectations

Inflation Expectations 5-10 years ahead
based on breakeven inflation rates adjusted for an indexation lag
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Michigan Survey Inflation Expectations,

TIPS-implied
breakeven inflation rate

...appear to be well-anchored.
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No link between deficits and inflation

Fiscal deficits and core inflation Percent
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