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Disclaimer

Opinions expressed are solely those of the author and not
necessarily those of the Federal Reserve Bank of St Louis or the
Board of Governors of the Federal Reserve System, nor of their
respective staffs, friends and relatives.
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The Issues
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No
Fear of

Risk...




“...history has not
dealt kindly with
the aftermath of
protracted periods

of low risk
premiums.”

--A. Greenspan,
August 25, 2005




And Then Recession Struck...
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Aggregate Loss? 1 year of GDP
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Stimulus might save One-Third
to Half a Year’s GDP

$ 11.6 Trillion

S 7.1 Trillion
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DON'T 400 WORRY ABOUT ALL
THE THINGS THAT CAN HAPPEN?
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THATS BETTER..LIVE IN DREAD
AND FEAR...BE SENSIBLE..,

T ———

(b

[HE HEREREHEHEHE







2008 Q4
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2009 Q1
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Note: Data Chained 2000 dollars, Quarterly percent change at an annual rate (bars), year-over-year percent change (line)
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Tracking the Recession — Monthly Indicators

Industrial Production

Last observation: Feb 2009
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Peak: August 2008
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Beginning of Steady Increase: 2002

Retail Sales
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Percent of disposable income
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Virtue or Vice ?

Household Saving Rate

1959 1963 1967 1971 1975 1979 1983 1987 1991 1995 1999 2003 2007




Billions $
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Household Borrowing (SAAR, Bil S)




Household de-leveraging ?

===Debt to Disposable Income (%)

1978 1981 1984 1987 1990 1993 1996 1999 2002 2005 2008




Household Debt Service Ratio

Minimum and/or scheduled payment,
monthly, divided by monthly income
(annual data)

10% I I I I I I I
1990 1992 1998 2000 2002 2004 2006 2008




NSA, Tril. $

§75

S50

prs
0000"*” ¢

poeS2 2
.,QC$000000'*”

00000000

i Total Financial Assets (Right AXiS)....o

Bl Tangible Assets (Right Axis)

mm Total Liabilities (Right Axis)

-+-Net Worth (Left Axis)

1993 1996 1999 2002

2005




Federal

Programs
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“Read My Lips”
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Federal Reserve Programs

As of February 18, 2009

$380

Total $1386 billion

M Lending to Banks
M Lending to Business
Lending to Foreign Central

Banks
M Mortgage Securities




Federal Reserve Programs
Proposed, as of February 18

M Lending to Business

M Mortgage Securities

Lending to Banks

M Lending to Foreign Central

Total $2890 billion






FOMC Member Projections
January 2009

_ Centrzl tendencyt
Wanable ’
2009 2010 2011 Longer Bun
Change m real GDP. .. .. | -1.3t0-05 2510 3.3 38t030 ' 25t0l7
October projecton. . . .| -0.21e 1.1 23to 32 281036 1A
Unemployment rate. .. ... B.5tc 8.8 50t b3 67t + 48w 30
October projecuon. .. .| 1 to 7.6 6oto 7.3 20t 66 1A
PCE inflation. ... .. ... .. 0310 10 10to 15 09t 1.7 E L7t 20 |F
October projecuon. .. .| 1.3 to 2.0 14018 l4w 17 1A |
Core PCE inflation® ... .| (094w 11 08t l5 07t013
October projection. . .| 1.5t 20 153t0 18 13t017

I

NI



: 2%
. 0%
-4%

-6%

| 8%

Macroeconomic Advisers
Real GDP Growth |

2000

T

2001

T

2002

2003

2004

2005 2009 2010 2011




ki

ATalk onthe |
Economic Outlook

F.__'-'l" i — —— e — — -







