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- MBA Purchase Index

= Spending on Residential Structures




= 1-qtr. Growth in PDE Investment

— Smoothed Growth in Orders for Nondefense Capital Goods




= 1-qtr. Growth in Computers Spending

= Smoothed Growth in Orders for Computers




== = Mfg. Employment Growth Overall Index

New Orders = Employment
— New Export Orders




— Dow Jones Industrial Average ~ ——S&P 500

Up 8.8% since 1/2/03

Up 7.6% since 1/2/03




y — 10-year A spread

: — 10-year BBB spread

—10-Year Junk spread (right scale)




- Real Federal
Funds Rate

—— Real Federal Funds Rate
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Forecast




Sourcas Mational Condarence of State Lagesiaturas, individual state budgat documants,
Burgau of Economic Analysis.

. Greater than 1.0 percent

. 0.5 1 0.9 Percent

Less thay 005 Parcent

. Mo Strusctural Deficit
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Is This Near-Term Growth Sustainable?
Employment continues to decline during this recovery
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Nonfarm payroll employment, indexed to beginning of recovery
Heavy black line represents average of recessions
Heavy red line represents current experience
Shaded area shows range of outcomes across all business cycles
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= Civilian Unemployment Rate




Unemployment
usually rising

Unemployment
usually stable .

l Unemployme
usually falling
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— Productivity growth (left scale) MW «“’W ,

— CBO's Potential GDP growth (rlght scale) dsesnat /*
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Real GDP less /ng?

potential GDP—
“Output Gap” o
(CBO estimate)

Closing this gap requires
sustained growth in excess of potential
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Real GDP less
potential GDP=
“Output Gap”
(CBO estimate)
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= Core CPI inflation

— Core PCE inflation







