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Economic Outlook
Full Employment or Bust
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Out of the Woods
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Real GDP, selected developed economies (ratio to 1997 Q4, 2005 US dollars, PPP basis)

Sources: US Dep. of Commerce; Haver Analytics; JPMorgan Chase & Co. Updated through 2014 Q3.

Doing Better than Most (Curve the Grade)
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Real GDP and aggregate hours worked (percent change over the four quarters of the year)

Sources: US Departments of Commerce and Labor. Updated through 2014 Q4 (GDP) and January 2015 (hours).

GDP Growth Perspective … 
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Employment and the labor force (percent change from 12 months earlier)

Source: US Department of Labor. Updated through January 2015.

Production (Jobs) Perspectives … 
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The projected five percentage point rise in the fraction of the 
population over the age of 65 represents an increase of about 16 
million people in today's terms. That represents an average increase 
of one million annually when spread out over the next 15 years.

The percentage of the population over the age of 69.

Selected elderly populations (percent of the population)

Source: US Department of Labor. Updated through July 2014.

There’s More to Life than Demographics
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Nonfarm payroll employment
(monthly change in thousands)                                                                                                (annualized percent change)

Source: US Department of Labor. Updated through January 2015.

P.S. Payroll Trends Look Normal 
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Real GDP (% ch. from 4 quarters earlier)        Jobless claims (‘000 weekly, scale reversed)

Sources: US Deps. of Labor and Com. Updated through 2014 Q4 (GDP) and January 31, 2015 (claims).
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This Is About All You Need to Know
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New Petroleum Supply …

U.S. petroleum production (thousands of barrels daily)

Source: US Department of Energy. Updated through January 2015.
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… a Result of the Shale Boom …

Petroleum production in selected U.S. shale formations (barrels per day)

Source: US Department of Energy. Updated through January 2015.

-

200,000 

400,000 

600,000 

800,000 

1,000,000 

1,200,000 

1,400,000 

1,600,000 

1,800,000 

2,000,000 

-

200,000 

400,000 

600,000 

800,000 

1,000,000 

1,200,000 

1,400,000 

1,600,000 

1,800,000 

2,000,000 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Permian

Eagle Ford

Bakken

Niobrara

Haynesville

Marcellus

Utica



2/11/2015

6

11

Real GDP in selected regions (percent change from four quarters earlier)

Sources: World Bank; US Dep. of Commerce; JPMorgan Chase & Co. Updated through 2014 Q3.

… Not Less Demand …
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Real global GDP (2009 US dollars)

Sources: World Bank; US Dep. of Commerce; JPMorgan Chase & Co. Updated through 2014 Q3.

… Which Is Rising Steadily …
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Prices of oil and natural gas, thermally-equivalent comparison (dollars per barrel)

Source: American Petroleum Institute; Oil & Gas Journal. Updated through February 6, 2015.

… Has Brought Prices Down …
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Petroleum Used Less Petroleum Produced (percent of nominal GDP)

Sources: U.S. Department of Energy; U.S. Department of Commerce. Updated through 2014 Q3.

… Bringing New Growth for Many

-15%
-14%
-13%
-12%
-11%
-10%
-9%
-8%
-7%
-6%
-5%
-4%
-3%
-2%
-1%
0%
1%
2%
3%
4%
5%
6%
7%



2/11/2015

8

15

Real GDP (annualized percent change)

Source: US Department of Commerce. Updated through 2014 Q4.

For the US, Faster Growth for a Spell
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Some Loose Ends
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Unemployment rate (percent)

Sources: Vertical bars denote recessions and are designated by the NBER; US Department of Labor. Updated 
through January 2015 (unemployment) and December 17, 2014 (FOMC forecast).
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Proved to be 
premature and the 
Fedbacked down

An Old Standard Looks Like We’re Back …

18

Duration of unemployment (percent of the labor force)

Source: U.S. Department of Labor. Updated through January 2015.

The “Structural” Label Doesn’t Work for Me
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Nominal funds rate and core inflation¹ (% per annum and % ch. from 12 months earlier)

¹ Chain price index for personal consumption expenditures excluding food and energy.

Source: Federal Reserve Board. Updated through February 6, 2015.
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So, Why Is the Fed Still At Zero?

20

Core PCE chain price index (percent change from 12 months earlier)

Sources: Vertical bars denote recessions and are designated by the NBER; US Department of Commerce. Updated 
through December 2014 (inflation) and December 18, 2014 (FOMC forecast).
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(1) Inflation … What Problem Needs Fixing
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Core inflation ( % ch. from 12 months earlier)  Unemployment (percent of the labor force)

Sources: U.S. Department of Commerce; U.S. Department of Labor. Updated through January 20152014.

(2) Actually, Neither Mandates Are Satisfied
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Involuntary part-time (thousands)                                                  (percent of the labor force)

Source: US Department of Labor. Updated through January 2015.

(3) Some Unemployed Aren’t Counted …
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Participation rate for selected age groups (percent of the respective population)

Source: US Department of Labor. Updated through January 2015.

… Young Adults Didn’t Exit for Retirement
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(4) Not Much Going on With Wages …



2/11/2015

13

25

Hourly labor compensation (percent change from four quarters earlier)

Sources: US Departments of Commerce and Labor; Updated through 2014 Q4.

… Unless You Have a Microscope 

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

ECI, hourly compensation, private sector (percent change from 12 months earlier)

ECI, hourly compensation, private sector (annualized percent change from the previous quarter)

26

0

1

2

3

4

5

0

1

2

3

4

5

1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

ECI, private-sector compensation, 
excluding incentive-based pay

ECI, private-sector compensation

Hourly labor compensation (percent change from four quarters earlier)

Sources: US Departments of Commerce and Labor; Updated through 2014 Q4.

Incentive Pay Isn’t a Signal of Issues …
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Hourly labor compensation (percent change from four quarters earlier)

Sources: US Departments of Commerce and Labor; Updated through 2014 Q4.
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… Ditto for Wages

28

Hourly labor compensation (percent change from four quarters earlier)

Source: US Department Labor; Updated through 2014 Q4 (ECI) and Jan. 2015 (average hourly earnings).

Other Surveys Don’t Show Much …
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… Except Steady

Selected measures of hourly wages (percent change from four quarters earlier)

Source: US Dep. of Labor; Updated through January 2015.
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The economic cycle (unemployment and the Nairu, percent of the labor force)

Source: US Department of Labor. Updated through January 2015.

The Goal Is in Sight but It’s Not the 9th
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Forecasts of the federal funds rate (percent)

Sources: FRB; Bloomberg. Updated through December 18, 2014 (FOMC) and February 6, 2015 (futures).
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The Fed Outlook
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P.S. Asset Purchases Aren’t About Money
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ECB & BoJ Asset Buying Drives Bonds

34

Real GDP in selected regions (percent change from four quarters earlier)

Sources: World Bank; US Dep. of Commerce; JPMorgan Chase & Co. Updated through 2014 Q3.
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Core CPI (percent change from 12 months earlier)

Sources: US Department of Labor; ECB; Bank of Japan. Updated through November 2014.

… but Inflation Is Falling and That Is …
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… Because Some Dragged their Feet
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ECB and BoJ Asset Buying Drives This …

10-year risk-free interest rates (percent per annum)

Sources: Bloomberg; Federal Reserve Board. Updated through January 30, 2015.
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… and This

Selected foreign exchange rates (ratio to summer 2012 level)

Source: Federal Reserve Board. Updated through February 2, 2015.
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[P.S. Local Perspectives]

Trade-weighted currency indexes (January 3, 2012 = 1.0)

Source: Bank of England; Bloomberg. Updated through February 2, 2015.
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10-year inflation expectations (percent per annum)

Source: Federal Reserve Board. Updated through January 30, 2015.

This Isn’t a Deflation Story …
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Inflation expectations over selected horizons (percent per annum)

Source: Federal Reserve Board. Updated through January 30, 2015.

… It’s the Oil Distortion
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Real versus inflation components of future interest rates (percent per annum)

Source: Federal Reserve Board; Bloomberg. Updated through December 18, 2014.
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Term premium and expected short-term rates in 10-year Treasury yields (% per annum)

Source: Federal Reserve Board. Updated through January 23, 2014.
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Innovation’s Footprints
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Gini Coefficient (0 = perfectly equal and 1 = perfectly unequal)

Sources: NBER‐designated recession bars; US Department of Commerce. Updated through 2013.

Income Distribution Widens After the 1980’s
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Labor productivity versus real compensation, nonfarm business (ratio to 1970’s average)

Sources: NBER‐designated recession bars; US Department of Commerce. Updated through 2014 Q4.

Paralleling a Break in this Fundamental Link
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After-tax GDP profits of all US businesses (percent of nominal Gross Domestic Income)

Sources: NBER‐designated recession bars; US Department of Commerce. Updated through 2014 Q3.
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And Those Connected to This …
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Note: Since 1952,  theWilshire 5000 P/E climbs to 14 times 
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multiples during 1997  ‐ 2001, and that would occur when the 
line floats at the upper boundary of earnings. 

Forecast

Wilshire 5000 (Dec 31, 1970 = 830.27)                 After-tax GDP profits (billions of dollars)

Note: scales aligned to reflect the historical P/E of 11 times ex. the multiples of 1997 through 2001.
Sources: US Department of Commerce; Dow Jones. Updated through 2014 Q3 (profits) and Nov. 26, 2014.

… Which the Market Finally Recognizes …
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After-tax GDP profits (percent of nominal Gross Domestic Income)          Gini Coefficient

Sources: NBER‐designated recession bars; US Department of Commerce. Updated through 2014 Q3.
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Solve Healthcare, Solve the Fiscal Issue

52

Federal deficit over the most recent 12 months (percent of nominal GDP)

Note: Black boxes denote the fiscal year end.

Sources: Vertical columns denote NBER‐designated recessions; US Treasury. Updated through December 2014.
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What’s In Our (the CBO’s) Mind’s Eye Is Key
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The Real Fiscal Issue Is a Healthcare Issue
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The Industrial Sector

56

75

85

95

105

115

125

135

75

85

95

105

115

125

135

1947 1952 1957 1962 1967 1972 1977 1982 1987 1992 1997 2002 2008 2013 2018

Nominal trade-
weighted dollar 

index versus G10 
countries (1972-76 

= 100)

Broad real 
trade-

weighted 
dollar index

Selected trade weighted US dollar indexes (March 1973 = 100)

Source: Federal Reserve Board. Updated through January 2015.

The Dollar’s Rise Isn’t a Threat
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Industrial Activity is Plodding Along

58

ISM indexes (50+ = increasing)            Real GDP (percent change from 12 months earlier)

Sources: Federal Reserve Board. Updated through Jan. 2014 (ISM), Dec. 2014 (nonmfg ISM) and Nov. 2014 (GDP).
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ISM indexes (50+ = inc)          Mfg output (annualized percent change from 3 months earlier)

Sources: Federal Reserve Board; ISM. Updated through December 2014 (IP) and January 15, 2014 (ISM).

-25

-20

-15

-10

-5

0

5

10

15

15

20

25

30

35

40

45

50

55

60

65

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

Manufacturing ISM, line (left)
Nonmanufacturing ISM, line (left)

Manufacturing output, grey shaded area (right)

ISM Sentiment and Factory Output

60

Business Equipment Output

Selected sectors (2007 =100)

Source: Federal Reserve Board. Updated through December 2014.
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Energy Output 
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Motor Vehicle Output
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Selected sectors (2007 =100)                                            Factory utilization rate (percent)

Source: Federal Reserve Board. Updated through December 2014.
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The Rail Industry

66

Rail and truck tonnage ratios (ratio of billions of ton miles to real GDP)

Sources: American Association of Railroads. Updated through 2014 Q4
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Truck and rail freight (billions of ton miles)

Sources: American Association of Railroads. Updated through 2014 Q4.

Translation of GDP Outlook Into Rail Traffic
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68

Petroleum (barrels per day)                                                               Natural gas (Mcf per day)

Source: Energy Information Agency. Updated through January 2014.
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Petroleum output of selected shale fields (millions of barrels per day)

Source: Energy Information Agency. Updated through January 2014.
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Petroleum shipments over rail, U.S. class I railroad traffic originated (carloads)

Source: Association of American Railroads. Updated through January 23, 2015.

Oil Production Holds Steady
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Consumer Spending

72

Car Sales Say Everything About Confidence
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Nominal and real disposable income (percent change from 12 months earlier)

Source: US Department of Commerce. Updated through December 2014.

Jobs and Prices Support Real Income
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Real consumer spending and disposable income (percent change from 12 months earlier)

Source: US Department of Commerce. Updated through December 2014.
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Real disposable income, wages, and consumption (% change from 12 months earlier)

Source: US Department of Commerce. Updated through December 2014.

Have Income, Will Spend
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Selected assets and liabilities (billions of dollars, unless noted otherwise)

Source: Federal Reserve Board. Updated through 2014 Q3.

February 11, 2015

Weekly Insights on Markets and the Economy
Commercial Banking76

1960 1965 1970 1975 1980 1985 1990 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 3/31 6/30 9/30 12/31 3/31¹ 6/30¹ 9/30¹ 12/31¹
Net Worth 2,066 2,788 3,849 5,792 10,318 15,285 22,009 26,793 29,233 30,975 34,472 38,313 43,189 43,885 44,336 44,026 49,426 56,515 62,538 67,331 67,753 57,180 58,920 63,354 64,763 70,863 80,664 74,088 75,434 77,710 80,664 81,206 83,100 85,068 87,063

     Consisting of Real Estate 406 477 739 1,225 2,487 3,890 5,114 5,375 5,520 5,686 6,077 6,738 7,374 8,708 9,568 10,263 11,074 12,958 15,216 15,049 12,766 9,269 8,269 8,419 8,431 10,273 12,625 11,057 11,655 12,158 12,625 12,852 13,082 13,314 13,548
     Consisting of Financial Assets 1,660 2,311 3,110 4,567 7,831 11,395 16,895 21,418 23,713 25,288 28,395 31,575 35,816 35,177 34,767 33,763 38,353 43,557 47,322 52,282 54,986 47,911 50,651 54,935 56,332 60,590 68,039 63,031 63,779 65,552 68,039 68,354 70,018 71,754 73,516

     Memo:
     Net Worth 5.5 5.4 5.1 4.8 5.1 4.9 5.1 5.1 5.3 5.3 5.6 5.8 6.3 5.9 5.7 5.4 5.8 6.3 6.7 6.7 6.4 5.2 5.4 5.6 5.5 5.8 6.5 6.0 6.1 6.2 6.4 6.4 6.5 6.6 6.7
          Real Estate Net Worth 1.1 0.9 1.0 1.0 1.2 1.3 1.2 1.0 1.0 1.0 1.0 1.0 1.1 1.2 1.2 1.3 1.3 1.4 1.6 1.5 1.2 0.8 0.8 0.7 0.7 0.8 1.0 0.9 0.9 1.0 1.0 1.0 1.0 1.0 1.0
          Financial Net Worth 4.4 4.5 4.1 3.7 3.9 3.7 3.9 4.1 4.3 4.3 4.6 4.8 5.2 4.8 4.5 4.2 4.5 4.8 5.0 5.2 5.2 4.4 4.6 4.9 4.8 4.9 5.5 5.1 5.1 5.2 5.4 5.4 5.5 5.5 5.6
               Equity Net Worth 0.8 1.0 0.7 0.3 0.3 0.2 0.3 0.6 0.8 0.9 1.2 1.4 1.8 1.4 1.1 0.7 1.0 1.1 1.1 1.3 1.3 0.6 0.9 1.0 1.0 1.1 1.5 1.2 1.2 1.3 1.5 1.5 1.5 1.5 1.6

Household Saving Rate (% of Disposable Personal Incom 10.0 11.4 12.6 13.0 10.6 8.6 7.8 6.3 6.4 5.9 5.7 6.2 4.3 4.0 4.3 5.0 4.8 4.6 2.6 3.4 3.0 5.0 6.1 5.6 5.7 5.6 4.5 4.1 4.7 4.9 4.3 4.4 4.8 5.0 5.1

Assets 2,291 3,142 4,328 6,560 11,766 17,653 25,702 31,505 34,276 36,380 40,229 44,513 49,946 51,238 52,312 52,787 59,251 67,511 74,701 80,793 82,147 71,457 72,972 77,130 78,332 84,461 94,419 87,631 88,995 91,399 94,419 95,029 96,991 99,027 101,091

     Tangible Assets 738 931 1,391 2,288 4,455 6,789 9,752 11,101 11,510 11,997 12,700 13,793 14,978 16,924 18,470 20,053 21,918 24,994 28,534 29,581 28,200 24,798 23,664 23,319 23,264 25,004 27,471 25,794 26,408 26,974 27,471 27,587 27,845 28,106 28,370

          Real Estate 548 696 1,025 1,684 3,414 5,340 7,602 8,540 8,839 9,223 9,829 10,793 11,805 13,521 14,890 16,291 17,983 20,817 24,128 24,958 23,377 19,846 18,687 18,326 18,109 19,708 21,996 20,444 21,015 21,541 21,996 22,213 22,432 22,653 22,876
          Equipment & Software 4 5 8 19 36 51 75 88 91 92 95 105 116 129 142 157 173 191 207 226 246 268 279 291 305 315 324 317 319 321 324 326 328 330 332
          Consumer Durable Goods 185 228 354 578 991 1,377 2,039 2,424 2,529 2,628 2,718 2,834 2,991 3,202 3,364 3,527 3,679 3,899 4,108 4,301 4,476 4,579 4,588 4,587 4,726 4,848 5,011 4,898 4,937 4,974 5,011 5,048 5,086 5,123 5,161
                                    
     Financial Assets 1,553 2,210 2,936 4,272 7,311 10,864 15,951 20,404 22,767 24,383 27,528 30,721 34,967 34,314 33,842 32,734 37,333 42,517 46,166 51,212 53,947 46,659 49,308 53,811 55,068 59,457 66,949 61,837 62,587 64,425 66,949 67,442 69,146 70,921 72,721
 
          Cash (Deposits) 242 380 542 925 1,550 2,655 3,538 3,256 3,438 3,577 3,745 3,953 4,133 4,468 4,990 5,250 5,489 5,848 6,263 6,905 7,564 8,173 8,095 8,061 8,738 9,201 9,448 9,205 9,133 9,252 9,448 9,647 9,851 10,058 10,271

          Bonds (Credit Market Instruments) 151 170 242 321 521 967 1,741 2,377 2,383 2,540 2,499 2,552 2,668 2,562 2,471 2,628 2,859 3,915 4,203 4,414 5,037 5,158 5,604 5,874 5,490 5,641 5,652 5,599 5,670 5,656 5,652 5,652 5,652 5,652 5,652

               Marketable Treasury Securities 27 25 31 44 101 202 378 691 652 701 611 546 623 394 244 77 214 270 222 126 10 -6 668 944 534 779 765 804 868 826 765 765 765 765 765
               Municipal Securities 31 37 47 67 130 395 648 594 533 493 498 498 527 532 588 671 687 1,523 1,601 1,636 1,674 1,721 1,828 1,872 1,807 1,655 1,617 1,670 1,672 1,647 1,617 1,617 1,617 1,617 1,617
               Corporate Bonds 11 9 30 64 59 95 237 535 612 644 638 705 602 661 861 1,234 1,167 1,263 1,345 1,511 1,961 1,949 2,312 2,294 2,427 2,641 2,793 2,600 2,606 2,665 2,793 2,793 2,793 2,793 2,793

          Stocks 378 655 709 654 1,133 1,544 2,494 4,594 6,192 6,987 9,163 11,251 14,536 12,674 10,899 8,402 11,248 12,773 13,968 16,890 17,285 10,191 13,084 15,454 15,098 17,224 22,844 19,211 19,582 20,915 22,844 22,974 23,635 24,325 25,025

               Direct Holdings 360 616 650 585 1,010 1,229 1,961 3,294 4,434 4,712 6,144 7,507 9,763 8,140 6,826 5,163 6,777 7,498 8,152 10,293 10,118 5,927 7,492 8,997 9,050 10,338 13,865 11,632 11,780 12,547 13,865 13,944 14,345 14,764 15,188

               Indirect Holdings 18 39 59 70 123 314 533 1,300 1,757 2,275 3,019 3,745 4,773 4,534 4,073 3,239 4,471 5,274 5,816 6,597 7,167 4,264 5,592 6,457 6,048 6,886 8,980 7,579 7,803 8,368 8,980 9,031 9,290 9,562 9,837
                    Life Insurance Companies #N/A 0 4 9 18 33 58 200 275 373 510 665 904 883 807 692 887 1,029 1,140 1,335 1,467 957 1,220 1,421 1,396 1,556 1,855 1,671 1,696 1,761 1,855 1,866 1,919 1,975 2,032
                    Private Pension Funds 3 8 17 30 70 182 278 568 778 903 1,162 1,405 1,658 1,623 1,423 1,164 1,596 1,834 2,061 2,179 2,276 1,371 1,795 2,117 2,015 2,290 2,964 2,538 2,616 2,790 2,964 2,981 3,066 3,156 3,247
                    Federal Government Retirement Funds #N/A #N/A #N/A #N/A #N/A #N/A 0 6 11 19 30 43 57 57 49 46 79 98 111 136 146 84 117 141 134 148 208 168 174 185 208 209 215 221 227
                    Mutual Funds 15 30 38 30 36 99 196 527 693 980 1,316 1,632 2,154 1,971 1,794 1,337 1,908 2,314 2,504 2,948 3,279 1,852 2,460 2,779 2,503 2,892 3,953 3,201 3,316 3,633 3,953 3,976 4,090 4,209 4,331

          Other 782 1,005 1,443 2,372 4,106 5,698 8,178 10,176 10,754 11,279 12,121 12,965 13,631 14,609 15,482 16,453 17,737 19,982 21,733 23,003 24,061 23,138 22,525 24,422 25,742 27,391 29,004 27,822 28,202 28,602 29,004 29,169 30,008 30,885 31,773

Liabilities 225 353 479 768 1,447 2,368 3,694 4,712 5,043 5,406 5,757 6,200 6,756 7,352 7,977 8,761 9,824 10,996 12,162 13,461 14,394 14,277 14,052 13,775 13,569 13,598 13,756 13,543 13,562 13,688 13,756 13,823 13,891 13,959 14,027
   Mortgage Loans 141 219 286 459 926 1,450 2,489 3,165 3,319 3,537 3,753 4,054 4,431 4,813 5,322 6,028 6,909 7,859 8,912 9,909 10,610 10,577 10,417 9,907 9,678 9,435 9,372 9,388 9,361 9,382 9,372 9,361 9,350 9,339 9,329
      Ratio to income 0.38 0.43 0.38 0.38 0.46 0.47 0.58 0.60 0.60 0.61 0.61 0.62 0.64 0.65 0.69 0.74 0.81 0.87 0.95 0.99 1.01 0.96 0.95 0.88 0.82 0.77 0.75 0.76 0.75 0.75 0.74 0.74 0.73 0.72 0.71

   Memo: Estimated Under Water Mortgages 3 5 7 6 -392 -1,720 -2,185 -2,548 -2,960 -1,962 #N/A -1,851 -1,232 -911 #N/A #N/A #N/A #N/A #N/A
      Gross 0 0 0 -4 -411 -1,777 -2,301 -2,712 -3,162 -2,197 -1,007 -2,091 -1,477 -1,159 -1,007 -933 -859 -784 -712
      Chargeoffs of Real Estate Loans at FDIC Institutions 3 5 7 10 19 57 116 165 202 235 #N/A 240 245 248 #N/A #N/A #N/A #N/A #N/A

Portfolio Allocation 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100
     Cash 11 12 13 14 13 15 14 10 10 10 9 9 8 9 10 10 9 9 8 9 9 11 11 10 11 11 10 11 10 10 10 10 10 10 10
     Bonds 7 5 6 5 4 5 7 8 7 7 6 6 5 5 5 5 5 6 6 5 6 7 8 8 7 7 6 6 6 6 6 6 6 6 6
     Stocks 51 53 50 46 45 41 42 47 49 50 53 54 56 53 50 47 49 49 48 49 50 47 49 52 52 53 55 54 54 54 55 55 55 56 56
     Real Estate 32 30 32 35 38 38 38 35 34 33 32 31 30 33 35 38 37 37 38 37 34 35 32 30 30 30 29 29 30 30 29 29 29 28 28

Net Worth Allocation
     Cash 12 14 14 16 15 17 16 12 12 12 11 10 10 10 11 12 11 10 10 10 11 14 14 13 13 13 12 12 12 12 12 12 12 12 12
     Bonds 7 5 6 5 4 5 7 8 7 7 6 6 5 5 5 5 5 6 6 5 6 7 8 8 7 7 6 6 6 6 6 6 6 6 6
     Stocks 52 55 51 47 46 41 43 49 52 53 56 58 60 56 54 50 53 52 52 54 55 52 54 57 57 57 59 58 58 58 59 59 59 59 60
     Real Estate 29 26 29 32 34 35 33 30 28 27 26 25 24 28 30 32 30 30 31 29 26 25 22 21 21 22 22 22 23 23 22 22 22 22 22

Memo:  Disposable Personal Income 376 513 762 1,219 2,018 3,099 4,312 5,244 5,533 5,830 6,149 6,561 6,876 7,401 7,752 8,099 8,487 9,003 9,402 10,038 10,508 10,995 10,937 11,244 11,787 12,246 12,477 12,297 12,417 12,568 12,625 12,708 12,811 12,970 13,084
Wilshire 5000 #N/A #N/A #N/A #N/A 1,405 2,165 3,101 4,541 6,057 7,198 9,298 11,318 13,813 12,176 10,708 8,343 10,800 11,971 12,518 14,258 14,820 9,087 11,562 13,360 13,190 14,995 19,706 16,598 16,992 17,982 19,706 19,818 20,388 20,984 21,587
     % change 8 8 7 5 4 5 4 15 13 5 6 4 1 9 -39 27 16 -1 14 31 11 2 6 10 1 3 3 3
Dow Jones Industrial Average 616 969 839 852 964 1,547 2,634 3,834 5,117 6,448 7,908 9,181 11,497 10,787 10,022 8,342 10,454 10,783 10,718 12,463 13,265 8,776 10,428 11,578 12,218 13,104 16,577 14,579 14,910 15,130 16,577 16,671 17,150 17,651 18,159
     % change 5 -1 0 1 5 11 4 3 2 2 2 2 15 10 5 5 3 0 1 11 -34 19 11 6 7 26 11 2 1 10 1 3 3 3

20142013

Ratio to Disposable Personal Income

Percent of All Assets

Percent of Net Worth

The Household Balance Sheet
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Saving rate (percent of income)                                 Household net worth (ratio to income)

Source: US Department of Commerce. Updated through December 2014 (saving) and 2014 Q3 (net worth).
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Retail sales other than auto and gasoline purchases (% change from 12 months earlier)

Source: US Department of Commerce. Updated through December 2014.
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Electronic Commerce
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Business Investment

82

Business fixed investment (% change from 4 quarters earlier unless noted otherwise)

Sources: NBER‐designated recession bars; US Department of Commerce. Updated through 2014 Q4.

Business Investment …
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Components of business fixed investment (percent change from 4 quarters earlier)

Sources: NBER‐designated recession bars; US Department of Commerce. Updated through 2014 Q4.
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Equipment: Capital Goods Indicators
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Backlogs of unfilled orders (billions of dollars)

Source: US Department of Commerce. Updated through December 2014.
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The Real Estate Cleanup

88

New housing starts (thousands at an annual rate)   Unsold homes (months’ worth of sales)

Source: US Department of Commerce. Updated through December 2014
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Housing sales and starts (ratio to June 2005)

Source: US Department of Commerce. Updated through December 2014
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Economic Recovery and Time …
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Shrinks the Underwater Problem
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Loan charge-offs ($ billions quarterly)       Cumulative charge-offs since 2006 ($ billions)

Source: Federal Deposit Insurance Corporation. Updated through 2014 Q3.

And Write Downs
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Debt service (percent of monthly income)                         Household debt (ratio to income)

Source: Federal Reserve Board. Updated through 2014 Q3.

That’s How Leverage Got Reduced …
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… and Household Net Worth Back Up
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It Wasn’t Consumers Who Adjusted
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The Not-So-Alone-Anymore-Star State

98

Nonfarm employment in selected areas (ratio to 2000 Q4 level)

Source: US Department of Labor. Updated through September 2014 (US) and September 2014 (state).
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Nonfarm employment in selected areas (ratio to 2000 Q4 level)

Source: US Department of Labor. Updated through September 2014 (US) and September 2014 (state).

… But It’s Not So Visible Elsewhere
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Nonfarm payroll employment across the nation (ratio to 2007 Q4)

Source: US Department of Labor. Updated through December 2014 (state) and January 2015 (US).
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Nonfarm employment in the 50 states (ratio to December 2007 level)

Source: US Department of Labor. Updated through December 2014 (state) and January 2015 (US).
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Nonfarm employment in Texas and the US (percent change from 12 months earlier)

Source: US Department of Labor. Updated through December 2014 (state) and January 2015 (US).

Some Slowdown Probably Is in Store
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Unemployment rate in Texas and the US (percent of the labor force)

Source: US Department of Labor. Updated through December 2014 (state) and January 2015 (US).

Back to the Cycle Low in Unemployment
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Unemployment rate in selected Texas communities (percent of the labor force)

Source: US Department of Labor. Updated through December 2014.

Across the State, Not Much Reversion So Far
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Selected unemployment rate measures (percent of the labor force)

Source: US Department of Labor. Updated through December 2014.

Apples-to-Apples Metrics Say 6th Inning
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February 11, 2015

Commercial Banking

Change

2009 since Steady-state

peak the peak assumptions                  Excess vs steady state Dec 2014 Jan 2015

Unemployment (thousands) 15,352 -6,373 8,645 8,173 7,073 334 806 1,906 8,688 8,979

% of the labor force 10.0% (5.5%) (5.2%) (4.5%) (at 5.5%) (at 5.2%) (at 4.5%) 5.6% 5.7%

Unemployed fewer than 27 weeks 9,781 -3,700 5.894 187 5,942 6,081

% of the labor force 6.4% (3.7%) 3.8% 3.9%

Unemployed 27 weeks or more 5,643 -2,843 1,179 1,621 2,785 2,800

% of the Labor force 3.7% (0.75%) 1.8% 1.8%

Part-time for economic reasons (‘000) 8,979 -2,169 4,715 3,537 2,095 3,273 6,790 6,810

% of the labor force 5.9% (3.0%) (2.25%) (at 3.0%) (at 2.25%) 4.3% 4.3%

‘Work is slow’ (thousands) 6,681 -2,669 2,199 1,813 4,061 4,012

4.4% (1.4%) 2.6% 2.6%

‘Full-time work not available’ (thousands) 2,018 442 997 1,463 2,432 2,460

1.3% (0.6%) 1.6% 1.6%

20- to 49-yr old dropouts (thousands) 2,797 -116 0 2,684 2,666 2,684

20-year olds 1,205 -61 0 1,144 1,136 1,144

30-year olds 521 2 0 526 513 526

40-year olds 1,070 -57 0 1,013 1,018 1,013

Memo: 16- to 19-year olds 971 -107 0 864 885 864

Note: Blue-shaded area marks the components of hidden unemployment.
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Participation rate for selected age groups (percent of the respective population)

Source: US Department of Labor. Updated through January 2015.

… and Surely Didn’t Retire
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