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U.S. Economy 
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Good News 

 



Recovering Sectors 



Stimulus Helped Construction 







Cash-rich Corporations 



Credit Spreads Have Narrowed 



Ten-year Treasury Yields 

http://online.wsj.com/mdc/public/npage/2_3051.html?mod=2_3002&sid=1224040&page=bond


Foreign Ownership of U.S. Stocks and Bonds 



Why is the U.S. 

economic growth so 
lackluster?  

 

 



Sources of Economic Growth 



Household Debt Is Still High 



Employment Changes During Recession-Recoveries 





Percent of Long-term Unemployed 



 

Housing 

 



Household Wealth
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History of Home Prices 



 

Housing 

Good News 



Housing Affordability Index 



Payment on Median-priced Homes 



Home Prices 



Mortgage Rate 



 

Double-dip 

in 

Housing ? 

 





Inventory of Existing Homes for Resale 



 

State & Local 

Governments 

 



S&L Budget Gaps 



State and Local Government Drag 



Fiscal Stimulus 
 

No Ammunition 



Budget Deficits % of GDP 





                

  Tax  Increase?   

    

  Current 2011   

  Top Income Tax Rate 35% 41%   

    

  

Capital Gains  
Rate 15 20   

    

  

Top Dividend 
Rate 15 39.6   

    

  Estate Tax 0 55   

                



Tax Increase 
 

Weaker Growth 



Quantitative Easing 
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OOOOOOoooutp Output Gap 



Unemployment Rate and NAIRU 



Taylor’s Rule 

Actual 

Federal Funds Rate 



 

Quantitative Easing 

•Language 

•Interest Rate 

•Buy Bonds 
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No Double-dip? 

•Tax Cuts 

•QE2 

•Low Base 

 

 



Inflation 
or 

Deflation 

 



Major Inflation and Deflation 



OOOOOOoooutp Output Gap 



Lower Inflation Expectations 



Why No Deflation 
Inflation Expectations 

Wage Rigidities 

Import Prices 

Monetary Policy  

 

 



No Deflation 

Inflation Eventually 
Cost Push  

Excess Cap. Diminishes 

Taxes 

Fees 

 

 



 

Global  

Economy 

 



Economic Growth 







Medium-term 

Global Rebalancing 
Internal 

Vs. 

External 



 

Internal Rebalancing 

•Domestic Demand 

•Fiscal Consolidation 

•Finance/Credit 

 

 



 

External Rebalancing 

•Deficit Countries 

•Surplus Countries 

 

 

 



 
 
 

Rebalancing Global Trade 



 

Global Debt Problem 

 



Government Debt % of GDP 



Sovereign Borrowing Needs 



Debt to GDP 
Over 90%: 1.7% 

Vs. 

Below 30%: 3.5% 



Over 100% 
 

Stunt Growth 



China’s Economy 
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Private Credit Growth 
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2008 2009 2010 2011

China’s Economic Growth 
              (% Change Year over Year) 

Forecast 



2008 2009 2010 2011
World 2.8 -0.6 4.8 4.3

  Advanced 0.2 -3.2 2.7 2.2

  Emerging 6.0 2.5 7.1 7.4

  Trade Vol. 2.9 -11.0 11.4 7.0

World Economic Growth



2008 2009 2010 2011
U.S.A 0.0 -2.6 2.6 2.3

Euro 0.5 -4.1 1.7 1.5

Japan -1.2 -5.2 2.8 1.5

CPI 3.4 0.1 1.4 1.3

Advanced Economies: Growth and CPI



 

Double-dip 

Yes/No ? 

 



 

Lost  

Decade? 
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