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The U.S. EconomyNMain Themes!

¥ Why Such Slow Growth?!

¥ What Can Government Do?!
¥'" A Double-Dip?!

¥' Europe and the Big Risk!
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The Deleveraging Consumer!
Total Consumer Revolving Credit Outstanding!

Total Revolving Credit Outstanding (REVOLSL)
Source: Board of Governors of the Federal Reserve System
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Exports Are Helping!

Real Exports, 2000 B 2013F!
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Autos Are Wearing Out!

Automobile Sales, 2005Q1 B 2013Q4!
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Housing: The Recovery That Never Was
Housing Starts, 2005Q1-2013Q4F!
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State & Local Government Retrenching

Real State & Local Government Expenditures, 2005-2013F!
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No Double-Dip, but Slow Growth

Real GDP Growth, 2005Q1-2013Q4!
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Fiscal Consolidation in an Era of
Unsustainable Debcits!
Federal Surplus/Debcit, FY
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Zero Rates Through 2012!

Federal Funds vs. 10-Year Treasury Yields, 2005Q1DFY2013Q4F!
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The Policy Problem!

¥ Permanent Displacements!
P2 million construction jobs!
P2.5 million manufacturing jobs!
P800 thousand retail jobs!

= 5.3 Million Jobs!
¥ Demand Debciency!
= 5.0+ Million Jobs!
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Employment Fails to Recover by 2013 !

Pavroll Emplovment.
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Unemployment Hangs High!
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Stall Speed?"
Seven Stalls Without a Recession!

Stall Speed: Really?
4-Quarter Average GDP Growth
Recessions Shaded: Peak+1 to Trough
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S = Episodes of Weak Growth In the Middle of Expansions
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What about the recession precursors?!

¥ Main Street!
PHousing Starts!
P'Weekly Hours in Manufacturing!
P'Ceridian UCLA Pulse of Commerce!
¥ Wall Street!

D'Slope of the Yield Curve!
P'Stock Market (?)!
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No Alarm from the Housing Market!

Does July 2011 Look Like a Peak?
Housing Starts Around Cycle Peak
High and Falling Signals a Recession, Not Low and Flat
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Months Before and After Peak
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No Alarm from Manufacturing!

Does August 2011 Look Like a Peak?
Weekly Hours in Manufacturing - 3 Month Moving Average
High and Falling Signals a Recession, Not High and Rising

Weekly Hours

Months Before and After Cycle Peak
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Diesel Truck Trafbc: a growth pause!

Ceridian-UCLA Pulse of Commerce Index, Jan 1999 to 2011
Workday and Seasonally Adj., 2007=100
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Worry, but no alarm from the bond market!

Does August 2011 Look Like a Peak?
Interest Rate Spread: 10-Year Treasury minus 3-month Treasury
An Inverted Yield Curve Signals an Oncoming Recession
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U.S. Forecast!

¥'Slow/no growth!
¥' But, we will likely avoid a contraction.!
¥'Gradual growth to return in mid-#12!

¥ Downside risk:!
B'European Banking Panic!
P'Collapse in Consumer Demand!
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Main Themes!

¥ EmploymentNa restart?!

¥ Trade Data & The Two Californias!
¥'Housing D The Big Shift!

¥ Forecast!
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Job Formation!
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CA Geography of Growth B The Recovery Year!
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CA Geography of Employment © The Pause!
Employment Gain/Loss March to Aug. 2011

Bay Area OC, sb, VC .S. Inland Empire  Los Angeles
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CA Geography of EmploymentNA Restart!

Employment Gain July to Oct. 2011

SJValley Inland BayArea Mid Sac. DeltaOC, SD, Los u.s.
Coast vC Angeles
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Counties that lost residents or
grew by 3.7 percent or less

Old Construction
l:\ Counties that grew by 3.7 percent

to 8.4 percent

employment
\:, Counties that grew by 8.4 percent

to 15.9 percent

levels
- Counties that grew by more than
15.9 percent Supported
by

immigration
&
demand for
single family
homes

Sources: U.S. Census Bureau, Orange County Register, California EDD
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Export growth shows a hint of life!
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International High Value & Time Sensitive Goods!
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International Arrivals Continue to Grow!

International Passenger Arrivals
(S.A. Monthly)
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Housing Stress EverywhereNBut
More in Inland California

Foreclosures per 1,000 homes
September 2011

San Francisco
Santa Clara
Orange County
San Mateo
Contra Costa
El Dorado

San Bernardino
Sacramento
Stanislaus
Riverside

San Joaquin
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Construction Has Shifted To Multi-Family!

New Building Permits B California
(SA, 3 Mo. Average)
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Recovery Inland Remains Distant!

Percent of Pre-Recession Peak
Non-Farm Employment

=== Inland Empire
Stanislaus

=Fresno
San Joaquin
Solano

Sacramento
East Bay
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Coastal Recovery Slow But Steady!

Percent of Pre-Recession Peak
Non-Farm Employment
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2011 2012 2013
Payroll Employment 1.4% 1.2% 2.0%

Unemployment 11.9% 11.6% 10.5%

Personal Income 3.9% 2.6% 2.1%
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The Anderson Forecast Bay Area Model!

¥'New Forecasting Model!
¥'Forecast Bows from U.S. to CA to Bay Area!
¥'Variables Forecast!

P'Employment!

BP'Unemployment!

D'Personal Income!

D'Taxable Sales!

B'Employment By Industry!

¥' Aspects of Model still in development!
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UCLA Bay Area Employment Model!
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UCLA Bay Area Unemployment Model!
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2012 Bay Area Forecast!
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2013 Bay Area Forecast!
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