National & Regional
Economic Outlook

Presentation to the Virginia Association of
Non-Profit Homes for the Aging

Ann Battle Macheras, January 20, 2010

Q)

THE FEDERAL RESERVE BANK OF RICHMOND

RICHMOND = BALTIMORE = CHARLOTTE




Overview

* National Economic Trends
- GDP
» Household Spending and Income
* Business Investment
« Labor Market Indicators

 Financial Market Developments and Fed Policy

« Regional Economic Overview
 Labor Market Indicators
* Industry Trends
* Housing

* Year Ahead — Optimism and Caution
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National Economic Trends
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US Gross Domestic Product

Percent Change, Seasonally Adjusted Annual Rate
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Real Gross Domestic Product

Q3

2008
Q4 Q1

CHANGE FROM PREVIOUS QUARTER AT COMPOUND ANNUAL RATE [Percent]:

Gross Domestic Product 2.7
Personal Consumption Expenditures -3.5
Nonresidential Fixed Investment -6.1

Structures -0.1
Equipment & Software 9.4
Residential Fixed Investment -15.9
Exports of Goods & Services -3.6
Imports of Goods & Services 2.2
Government Consumption Expenditures & 48
Gross Investment '
Final Sales to Domestic Purchasers 2.7

-5.4 -6.4
-3.1 0.6
-19.5 -39.2
-7.2 -43.6
-25.9 -36.4
-23.2 -38.2
-19.5 -29.9
-16.7 -36.4
1.2 -2.6
-4.9 -6.4

LEVEL IN QUARTER AT SEASONALLY ADJUSTED ANNUAL RATE [Billions of Chained (2005) Dollars]:

Change in Private Inventories -29.7

Net Exports of Goods & Services -479.2
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-37.4 -113.9
-470.9 -386.5

Source: Bureau of Economic Analysis/Haver Analytics

2009
Q2 Q3
-0.7 2.2
-0.9 2.8
-9.6 -5.9
-173 -18.4
-4.9 1.5
-23.3 18.9
-4.1 17.8
-147 213
6.7 2.6
-0.9 2.3
-160.2 -139.2
-330.4 -357.4
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Retail Sales
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Percent Change from year ago
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Personal Income and Expenditures
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ISM — Purchasing Managers Index
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ISM: Business Survey Indexes

MANUFACTURING BUSINESS:

Purchasing Managers Index
Production

New Orders

Employment
Supplier Deliveries
Inventories

Prices

Backlog of Orders

New Export Orders

Imports

Nov.

Dec.

53.6
59.9
60.3

50.8
55.7
41.3
55.0
52.0
56.0
51.5

55.9
61.8
65.5

52.0
56.6
43.4
61.5
50.0
54.5
55.0

NONMANUFACTURING BUSINESS:

Nov.

Dec.

NonManufacturing Index 48.7
Business Activity 49.6
New Orders 55.1

Employment 41.6
Supplier Deliveries 48.5
Inventories 45.5
Prices 57.8
Backlog of Orders 48.5
New Export Orders 54.5

Imports 46.0

m DIFFUSION INDEXES: Numbers above 50 percent indicate a preponderance of expanding firm activity.
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Real Non-Residential Fixed Investment

Equipment and Software

-

%Changefrom previous Quarter at an Annual Rate
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Existing Home Sales
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Building Permits—Single Family Homes
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National House Prices
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Nonfarm Payroll Employment
Average Monthly Change
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AverageMonthly Change, Thous.
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Unemployment Rate
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Alternative Unemployment Measures
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Non-Residential Fixed Investment in Structures
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%Changefrom previous Quarter at an Annual Rate
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Financial Markets and
Monetary Policy
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Fed Funds Rate
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Risk Premia

. ™

500 Percent, Merrill Lynch Corporate Bond Index - 10 Yr. Treasury Yield
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Capital Market Rates
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Consumer Price Index

-

Year over Year % Change
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Regional Economic Trends
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Virginia Payroll Employment
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Richmond MSA Nonfarm Payroll Employment
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Virginia Unemployment Rate
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Richmond MSA Unemployment Rate
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Industry Growth in Virginia
Percent Change in Employment from a Year Ago
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Industry Growth in Richmond MSA

Percent Change in Employment from a Year Ago
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MSA Payroll Employment Growth in Virginia

Percent Change in Employment from a Year Ago
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Virginia Single-Family Building Permits
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Richmond House Prices—FHFA HPI
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Looking Ahead for 2010:

* Positive developments:
 Job losses taper off

« Consumer spending strengthening — likely even more
so in 4Q09

* Housing and residential construction reviving
 Global markets reinforce the recovery

* Risks to the recovery
» Job losses linger
- Commercial real estate — continued drag
- State and local revenue crunches

m « Unforeseen global events
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The views and opinions expressed herein are those of the author.

They do not represent an official position of the Federal Reserve
Bank of Richmond or the Federal Reserve System.
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