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Three Issues Consumers hanging on

6000

6500

7000

7500

8000

8500

9000

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Chained 2000 dollars, Seasonally Adjusted Annual Rate

Real Personal Consumption Expenditures
Billions of $

Job losses continue to mount…
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…pushing up unemployment.
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+PT for econ reasons

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…

…but current magnitude is 

unprecedented.   

Near-term: expect inflation to fall
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Capacity utilization at all time low 
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Near-term deflation fears abating
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Long-run inflation expectations…
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…appear  to be well-anchored.

No link between deficits and inflation
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