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- Monthly Sales 

& Quarterly Average 

Sales have 
been boosted by 

incentives. 
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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 
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-1-qtr. Growth in Computers Spending 

- Smoothed Growth in Orders for Computers 



- • Mfg. Employment Growth Overall Index 
New Orders -Employment 
-New Export Orders 
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- Dow Jones Industrial Average -S&P 500 

I Up 8.8% since 1/2/03 I 

I Up 7.6% since 1/2/03 I 



- IO-year A spread 

- I O-year BBB spread 

- IO-Year Junk spread (right scale) 



- Real Federal 
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- Real Federal Funds Rate 
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taxes 



■ Total federal spending 
rfffJ Forecast 





■ Key Trading Partners 
■ U.S. 





Is This Near-Term Growth Sustainable? 
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Employment continues to decline during this recovery 
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The 
"Jobless" 
or the 

"Job-Loss" 
recovery? 

verage of 
postwar 

• recoveries 
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since Nov. 

5 10 15 20 2001 
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 

Unemploym 
usually fallin 
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Real GDP lessfa-AJ/! 
potential GDP ~ 
"Output Gap" '/ALP· 
(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 



Summary 
• Gofld news: 
- Si1ns of more sustained and vigorous recovery 
- Fis~a] ~timu]us; both spending and tax cuts 
- Olngoing monetary policy stimulus 

• Ri ks: 
-· Employm©nt still falling (bad for consumers, 

3- • gna of weak business confidence) 
- C pit1tl sp!€nding may not last 
- Stat© rmd local sector will offset a part of 
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