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Summary of the Near-Term Outlook 
(Percent change at annual rate except as noted) 

2007:Q1 2007:Q2 
Measure Mar. 

GB 
May 
GB 

Mar. 
GB 

May 
GB 

Real GDP 1.5 1.3 2.3 2.6 
 Private domestic final purchases 1.9 2.5 .8 .7 
  Personal consumption expenditures 3.7 3.8 2.2 1.9 
  Residential investment -22.2 -14.1 -19.9 -18.5 
  Business fixed investment 2.8 2.8 2.7 2.9 
 Government outlays for consumption 
   and investment 1.4 1.4 4.8 4.9 

 Contribution to growth 
(percentage points) 

 Inventory investment .1 -.4 .2 .2 
 Net exports -.4 -.8 .4 .8 

 
 
According to the advance estimate from the BEA, real consumer spending increased at an 
annual rate of about 3¾ percent in the first quarter after having risen at a 4¼ percent pace 
in the fourth quarter.  However, the recent pattern of monthly readings suggests that the 
growth rate of consumer spending slowed appreciably in the late winter, and we project 
that real PCE will increase at an annual rate of just 2 percent in the second quarter, a pace 
more in line with fundamentals than was the robust showing of the past few quarters. 
 
Recent readings on housing suggest that this sector is continuing to weaken:  New home 
sales in March were well below the plateau seen late last year, the cancellation rate for 
such sales appears to have moved back up, and builders’ inventories of unsold homes 
remain very high.  Existing home sales and mortgage applications paint a more benign 
picture, but even these indicators remain soft.  The recent weakening in the housing 
market likely reflects developments in nonprime mortgage lending—including a high 
level of delinquencies among borrowers and stricter standards among lenders—and a 
pullback in housing demand more generally.  We now assume that new homes will be 
sold at an annual rate of 830,000 units in the current quarter, about 15 percent below our 
projection in the March Greenbook.  On the production side, single-family starts picked 
up to an annual rate of 1.22 million units in March, but we think that homebuilding in 
that month was boosted by unusually favorable weather.  We expect that single-family 
starts will move down to an annual rate of just 1.08 million units in the second quarter as 
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Projections of Real GDP 
(Percent change at annual rate from end of  

preceding period except as noted) 

2007 
Measure 

H1 H2 
2008 

Real GDP 1.9 2.0 2.4 
  Previous 1.9 2.3 2.3 

 Final sales 2.0 1.8 2.4 
   Previous 1.7 2.1 2.4 

  PCE 2.9 2.1 2.5 
    Previous 3.0 2.1 2.4 

  Residential investment -16.3 -13.6 -1.1 
    Previous -21.1 -3.9 1.9 

  BFI 2.8 3.5 3.8 
    Previous 2.7 3.9 3.9 

  Government purchases 3.1 2.9 1.9 
    Previous 3.0 2.5 2.1 

  Exports 3.2 6.2 5.7 
    Previous 5.6 5.7 5.2 

  Imports 2.1 3.6 4.2 
    Previous 4.0 4.4 4.7 

 Contribution to growth 
(percentage points) 

 Inventory change -.1 .2 -.1 
  Previous .2 .2 -.1

 Net exports .0 .1 -.0 
   Previous -.0 -.1 -.2 

 
 
anticipate that the demand for high-tech equipment will continue to rise smartly, and we 
expect that several factors—favorable financial conditions, an expected gradual pickup in 
the growth of business output, and what appears to be reasonably positive business 
attitudes—will boost outlays for other types of equipment. 
 
We project that real outlays for NRS construction will decelerate markedly in the second 
half of this year and will increase 2 percent in 2008.  Although we expect investment in 
drilling and mining structures to rebound in the second half of this year in response to 
higher prices for natural gas and crude oil, growth of spending in this area should slow 
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Decomposition of Structural Labor Productivity 
Nonfarm Business Sector 

(Percent change, Q4 to Q4, except as noted) 

Measure 1974-
95 

1996-
2000 

2001-
04 2005 2006 2007 2008 

Structural labor productivity 1.5 2.5 3.0 2.3 2.3 2.2 2.1 
  Previous 1.5 2.5 3.0 2.5 2.6 2.5 2.4 

Contributions1        
Capital deepening .7 1.4 .7 .6 .7 .6 .6 
  Previous .7 1.4 .6 .5 .7 .6 .6 
Multifactor productivity .5 .7 2.1 1.5 1.4 1.4 1.4 
  Previous .5 .8 2.1 1.8 1.7 1.7 1.7 
Labor composition .3 .3 .3 .3 .2 .2 .2 

MEMO        
Potential GDP 3.0 3.3 2.9 2.5 2.6 2.6 2.5 
  Previous 3.0 3.3 2.9 2.6 2.7 2.6 2.5 

 NOTE. Components may not sum to totals because of rounding.  For multiyear periods, the 
percent change is the annual average from Q4 of the year preceding the first year shown to Q4 of 
the last year shown. 
 1. Percentage points.  

 
The Outlook for the Labor Market 

(Percent change, Q4 to Q4, except as noted) 

Measure 2005 2006 2007 2008 

Output per hour, nonfarm business 2.1 1.5 1.9 2.6 
  Previous 2.1 1.5 2.1    2.6 
Nonfarm private payroll employment 2.0 1.8  .8 .3 
  Previous 2.0 1.8  .7      .3 
Household survey employment 1.9 2.1 .6 .5 
  Previous 1.9 2.1 .4      .4 
Labor force participation rate1 66.1 66.3 66.1 65.8 
  Previous 66.1 66.3 66.0  65.7 
Civilian unemployment rate1 5.0 4.5 4.8 5.0 
  Previous 5.0 4.5 4.9    5.1 
MEMO 
GDP gap2 .2 .7 .1 .0 
  Previous  .1  .5  -.0 -.2   

 1. Percent, average for the fourth quarter. 
 2. Actual less potential GDP in the fourth quarter of the year indicated as a 
percent of potential GDP.  A negative number thus indicates that the economy 
is operating below potential.  
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Inflation Projections 
(Percent change, Q4 to Q4, except as noted) 

Measure 2005 2006 2007 2008 

PCE chain-weighted price index 3.1 1.9 2.9 2.1 
  Previous 3.1 1.9 2.5    2.1 

 Food and beverages 2.1 2.3 3.4 2.2 
   Previous 2.1 2.3 3.1    2.2 

 Energy 21.2 -3.7 11.0 .8 
   Previous 21.2 -3.6 6.1    1.7 

 Excluding food and energy 2.1 2.2 2.3 2.1 
   Previous 2.1 2.2 2.2    2.0 

Consumer price index 3.7 1.9 3.3 2.2 
  Previous  3.7 1.9 2.8    2.2 

 Excluding food and energy 2.1 2.7 2.4 2.3 
   Previous 2.1 2.7 2.4    2.2 

GDP chain-weighted price index 3.1 2.5 2.6 2.3 
  Previous 3.1 2.5 2.7    2.3 

ECI for compensation of private 
   industry workers1 2.9 3.2 3.4 4.0 
  Previous 2.9 3.2 3.9    3.9 

Compensation per hour, 
   nonfarm business sector 3.7 4.9 3.9 4.9 
  Previous 3.7 4.9 4.1    4.8 

Prices of core nonfuel imports 2.2 2.7 3.2 1.3 
  Previous 2.2 2.7 2.0    1.1 

 1. December to December. 
 
ECI to 4 percent in 2008 and for the growth rate in the P&C measure of hourly 
compensation for that year to almost 5 percent.1 
 
Financial Flows and Conditions 
After having increased nearly 8 percent in 2006, domestic nonfinancial debt is projected 
to expand 6¾ percent in the first quarter before slowing to 6 percent, on average, over the 

                                                 
1 We continue to assume that the Congress will pass legislation that raises the federal minimum wage 

from its current level of $5.15 an hour to $5.85 an hour sixty days after the bill is signed into law, to $6.55 
a year later, and to $7.25 a year after that.  We expect the initial increase to take place in the third quarter of 
2007.  However, the effect on hourly compensation growth likely will be less than 0.1 percentage point in 
each year because the wages of most workers will not be affected. 
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Alternative Scenarios 
(Percent change, annual rate, from end of preceding period except as noted) 

2007 2008 
Measure and scenario 2006 

H1 H2 H1 H2 

Real GDP      
Greenbook baseline 2.2 1.9 2.0 2.4 2.4 
Greater housing correction   . . . 1.7 1.4 1.9 2.2 
Business caution with financial spillovers   . . . 1.7 1.1 1.3 1.4 
Stronger aggregate demand   . . . 2.0  3.0 3.0 3.6 
Lower NAIRU   . . . 1.9 2.2 2.6 2.7 
Mismeasured productivity 2.5 2.5 2.2 2.5 2.5 
Unanchored inflation expectations   . . . 1.9 2.0 2.4 2.5 
Market-based federal funds rate   . . . 1.9 2.0 2.6 2.8 

Unemployment rate1      
Greenbook baseline 4.5 4.6 4.8 4.9 5.0 
Greater housing correction   . . . 4.6 4.9 5.1 5.3 
Business caution with financial spillovers   . . . 4.6 4.9 5.2 5.5 
Stronger aggregate demand   . . . 4.6 4.7 4.6 4.5 
Lower NAIRU   . . . 4.6 4.8 4.8 4.9 
Mismeasured productivity   . . . 4.6 4.7 4.7 4.8 
Unanchored inflation expectations   . . . 4.6 4.8 4.9 5.0 
Market-based federal funds rate   . . . 4.6 4.8 4.9 4.9 

Core PCE inflation      
Greenbook baseline 2.0 2.2 2.3 2.2 2.1 
Greater housing correction   . . . 2.2 2.3 2.2 2.1 
Business caution with financial spillovers   . . . 2.2 2.3 2.3 2.2 
Stronger aggregate demand   . . . 2.2 2.3 2.2 2.1 
Lower NAIRU   . . . 2.2 2.2 2.0 1.8 
Mismeasured productivity   . . . 2.2 2.2 2.1 1.9 
Unanchored inflation expectations   . . . 2.2 2.3 2.4 2.4 
Market-based federal funds rate   . . . 2.2 2.3 2.3 2.2 

Federal funds rate1      
Greenbook baseline 5.2 5.3 5.3 5.3 5.3 
Greater housing correction   . . . 5.2 5.0 4.7 4.6 
Business caution with financial spillovers   . . . 5.2 4.9 4.4 4.1 
Stronger aggregate demand   . . . 5.3 5.8 6.1 6.5 
Lower NAIRU   . . . 5.3 5.3 5.1 4.9 
Mismeasured productivity   . . . 5.3 5.5 5.5 5.4 
Unanchored inflation expectations   . . . 5.3 5.3 5.3 5.5 
Market-based federal funds rate   . . . 5.3 5.1 4.7 4.4 

 1. Percent, average for the final quarter of the period. 
 . . .  Not applicable. 
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Selected Greenbook Projections and
70 Percent Confidence Intervals Derived from

Historical Forecast Errors and FRB/US Simulations

Measure 2007 2008

Real GDP
(percent change, Q4 to Q4)
Projection 2.0 2.4
Confidence interval

Greenbook forecast errors .8–3.1 .8–3.9
FRB/US stochastic simulations 1.1–2.9 1.1–3.8

Civilian unemployment rate
(percent, Q4)
Projection 4.8 5.0
Confidence interval

Greenbook forecast errors 4.5–5.1 4.2–5.7
FRB/US stochastic simulations 4.5–5.0 4.5–5.4

PCE prices
excluding food and energy
(percent change, Q4 to Q4)
Projection 2.3 2.1
Confidence interval

Greenbook forecast errors 1.8–2.7 1.3–2.9
FRB/US stochastic simulations 1.9–2.6 1.5–2.8

Federal funds rate
(percent, Q4)
Projection 5.3 5.3
Confidence interval

FRB/US stochastic simulations 4.5–6.0 4.0–6.8

   Note. Shocks underlying FRB/US stochastic simulations are randomly drawn
from the 1986-2005 set of model equation residuals.  Intervals derived from
Greenbook forecast errors are based on the 1986-2005 set of Greenbook historical
errors.  
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A number of key background factors have changed since the time of the March 
Greenbook.  Spot oil prices have risen about $6 per barrel.  Nonfuel commodity prices, 
mostly those of metals, have also moved up, though futures markets anticipate that these 
prices will level out or even decline over the rest of the forecast period.  In addition, the 
foreign exchange value of the dollar has fallen about 2 percent since the time of the last 
Greenbook, declining against a wide range of currencies.  We continue to project that the 
value of the dollar will decline over the forecast period in light of continuing concerns 
over the financing of the current account deficit. 
 

Summary of Staff Projections 
(Percent change from end of previous period, s.a.a.r., except as noted) 

2006 Projection 

2007 Indicator 
H1 H2 

Q1 Q2 H2 
2008 

Foreign output 4.4 3.5 3.7 3.6 3.5 3.5 
  March GB 4.5 3.4 3.4 3.5 3.5 3.5 
Foreign CPI 2.4 1.8 2.8 2.7 2.4 2.3 
  March GB 2.4 1.8 2.3 2.3 2.3 2.2 
U.S. net exports, contributions  
   to growth, (percentage points) .2 .7 -.8 .8 .1 .0 
  March GB .2 .7 -.5 .4 -.1 -.2 

 Note.  Changes for years measured as Q4/Q4; for half-years, Q2/Q4 or Q4/Q2. 
 
Over the forecast period, the foreign economy will likely enjoy continued solid growth 
with moderate rates of inflation.  Recent readings on activity in several major economies, 
including China, Japan, and the euro area, have surprised us on the upside.  The recent 
cooling of output growth in the United States does not seem to have had an appreciable 
effect on most economies, other than Canada and Mexico, though a wider spillover 
remains a risk.  We expect that growth in the advanced foreign economies will edge 
down over the rest of the forecast period, while growth in the emerging-market 
economies will remain robust, near 5 percent.  
 
The recent increases in energy prices, along with higher readings on core inflation, led us 
to raise our forecast for foreign consumer price inflation.  With solid growth in many 
foreign economies, a risk to our forecast is that inflationary pressures will be higher than 
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effects of higher nonfuel commodity prices and the depreciation of the dollar.  Metals 
prices have continued to move up in recent weeks amid indications of strong demand 
from China, and they are projected to remain elevated.  Furthermore, the dollar, which 
provided only a little price pressure early this year, has recently declined more sharply 
and should provide further upward pressure on import prices in the third quarter.  For the 
remainder of the forecast period, core import prices decelerate as commodity prices level 
off and the pace of dollar depreciation slows. 
 

Staff Projections of Selected Trade Prices 
(Percent change from end of previous period excepted as noted, s.a.a.r.) 

2006 Projection 

2007 Indicator 
H1 H2 

Q1 Q2 H2 
2008 

Imports       
Core goods 2.7 2.7 2.8 4.5 2.8 1.3 
  March GB 2.7 2.8 2.8 2.1 1.5 1.1 
Oil (dollars per barrel)  63.75 55.34 54.39 61.90 65.58 67.14 
  March GB 63.75 55.34 53.72 55.35 59.60 61.31 

Exports       
Core goods 5.3 3.0 5.9 5.5 2.6 1.3 
  March GB 5.3 3.0 6.2 3.1 1.7 1.1 

 Note.  Prices for core exports exclude computers and semiconductors.  Prices for core 
imports exclude computers, semiconductors, oil, and natural gas.  Both price series are on 
a NIPA chain-weighted basis. 
 The price of imported oil for multiquarter periods is the price for the final quarter of the 
period.  Imported oil includes both crude oil and refined products. 

 
Our projection for commodity prices is based on quotes from commodity futures markets.  
However, as futures markets missed the strong increases in commodity prices over the 
past couple of years, considerable uncertainty surrounds the outlook. 
 
Core export prices surged at an annual rate of almost 6 percent in the first quarter, about 
the rate we forecast in the March Greenbook.  This rise was mainly a result of a recovery 
in the prices of exported industrial supplies, particularly fuels, which had fallen sharply in 
the fourth quarter.  Prices of exported foods continued to soar, rising at an annual rate of 
nearly 30 percent. 
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The recent increases in primary commodities prices should boost the prices of industrial 
supplies and led us to pencil in core export price inflation for the second quarter of 
5½ percent, 2½ percentage points higher than in the last Greenbook.  It then will move 
down quickly over the next few quarters as commodity prices level off, falling to 
3 percent in the third quarter and ending at close to a 1¼ percent rate next year. 
 
Trade in Goods and Services 
We estimate that real net exports subtracted 0.8 percentage point from U.S. GDP growth 
in the first quarter, reflecting a rebound in import growth and a slump in export growth 
from the fourth quarter.  The February trade data, the advance NIPA release, and other 
information point to a sharper slowdown in export growth and a more muted rebound in 
import growth than we had previously expected.  On net, the contribution is more 
negative than in the March Greenbook.  Smoothing through the quarterly swings induced 
by oil imports, we project that net exports will have a roughly neutral effect on U.S. GDP 
growth in 2007 and 2008.  The contributions for both years are less negative than in the 
previous Greenbook, primarily because of the lower value of the dollar. 
 

Staff Projections for Trade in Goods and Services 
(Percent change from end of previous period, s.a.a.r.) 

2006 Projection 

2007 Indicator 
H1 H2 

Q1 Q2 H2 
2008 

Real imports 5.2 1.4 4.1 .1 3.6 4.2 
  March GB 5.2 1.5 6.3 1.7 4.4 4.7 

Real exports 10.0 8.7 -1.1 7.6 6.2 5.7 
  March GB 10.0 8.7 5.2 6.1 5.7 5.2 

Note.  Changes for years are measured as Q4/Q4; for half-years, Q2/Q4 or Q4/Q2. 
 
We estimate that the growth rate of real imports of goods and services rebounded to a 
4 percent annual rate in the first quarter; an estimated surge in real imports of oil and 
computers more than accounted for the gain.  In contrast, on the basis of weak February 
data, imports of core goods are estimated to have contracted at an annual rate of 
1¾ percent in the first quarter.  Recent data also suggest that the growth of real imports of 
services moved down from its fourth-quarter pace.  In the current quarter, we expect 
imported goods and services to be flat; core import growth rebounds to 1¾ percent, but 
real oil imports are depressed by a quirky oil seasonal factor and computer imports 
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Alternative Simulation: 
Higher Elasticity of U.S. Exports to Foreign Activity 

(Percent change from previous period, annual rate) 

2007 2008 
Indicator and simulation 

H1 H2 H1 H2 

U.S. real GDP     
Baseline 1.9 2.0 2.4 2.4 
Higher U.S. export elasticity 2.0 2.1 2.5 2.5 

U.S. PCE prices 
excluding food and energy     
Baseline 2.2 2.3 2.2 2.1 
Higher U.S. export elasticity 2.2 2.3 2.2 2.1 

U.S. federal funds rate (percent)     
Baseline 5.3 5.3 5.3 5.3 
Higher U.S. export elasticity 5.3 5.4 5.5 5.5 

U.S. trade balance 
(percent of GDP)     
Baseline -5.3 -5.4 -5.4 -5.2 
Higher U.S. export elasticity -5.3 -5.3 -5.2 -5.0 

 Note.  H1 is Q2/Q4; H2 is Q4/Q2.  The federal funds rate is the 
average rate for the final quarter of the period.  The monetary authorities 
in the United States and the major foreign economies adjust their policy 
rates according to Taylor rules.  
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Production of Domestic Light Vehicles
(Millions of units at an annual rate except as noted)

     2006      2007

Item        Q3        Q4        Q1        Q2        Feb.        Mar.        Apr.        May

U.S. production1 10.5 10.5 10.2 11.1 10.3 10.3 11.2 11.1
  Autos 4.3 4.4 3.9 4.1 3.9 3.7 4.0 4.2
  Light trucks 6.2 6.1 6.2 6.9 6.4 6.6 7.2 6.9

Days’ supply2 70 70 66 n.a. 64 67 n.a. n.a.
  Autos 54 60 61 n.a. 62 62 n.a. n.a.
  Light trucks 82 77 69 n.a. 66 71 n.a. n.a.

Inventories3 2.95 2.84 2.70 n.a. 2.68 2.70 n.a. n.a.
  Autos .95 1.03 1.03 n.a. 1.02 1.03 n.a. n.a.
  Light trucks 1.99 1.81 1.67 n.a. 1.66 1.67 n.a. n.a.

Memo: U.S. production,
    total motor vehicles4 11.0 11.0 10.5 11.4 10.7 10.6 11.5 11.4

    Note. FRB seasonals. Components may not sum to totals because of rounding.
    1. Production rates for April, May, and the second quarter reflect the latest industry schedules.
    2. Quarterly values are calculated with end-of-period stocks and average reported sales.
    3. End-of-period stocks.
    4. Includes medium and heavy trucks.
    n.a. Not available.
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Broad Measures of Inflation
(Percent change, Q1 to Q1)

Measure 2004 2005 2006 2007

Product prices
GDP price index  2.3      3.1      3.1      2.7     
   Less food and energy 2.1     3.1     2.9     2.6     

Nonfarm business chain price index  1.6      3.1      3.0      2.0     

Expenditure prices
Gross domestic purchases price index  2.2      3.4      3.5      2.5     
   Less food and energy 2.1     3.0     2.7     2.6     

PCE price index  2.0      2.7      3.0      2.2     
   Less food and energy 1.8     2.2     2.0     2.2     

PCE price index, market-based components 1.7     2.5     2.9     2.0     
   Less food and energy 1.3     1.8     1.6     2.1     

CPI  1.8      3.0      3.7      2.4     
   Less food and energy  1.3      2.3      2.1      2.6     

Chained CPI 1.7     2.6     3.2     2.2     
   Less food and energy 1.2     2.1     1.9     2.3     

Median CPI  2.0      2.4      2.5      3.6     
Trimmed mean CPI  1.7      2.3      2.6      2.7     

Trimmed mean PCE 1.9     2.4     2.4     2.4     

       Actual
         CPI
     inflation 1

  Professional
   forecasters
    (10 years) 4

Surveys of Inflation Expectations
(Percent)

 Reuters/Michigan Index

 1 year 2 5 to 10 years 3  

Period  Mean Median Mean Median  

2005:Q2 2.9       3.9       3.2       3.3       2.9       2.5       
         Q3 3.8       4.3       3.5       3.5       2.9       2.5       
         Q4 3.7       4.6       3.7       3.5       3.1       2.5       

2006:Q1 3.6       3.7       3.0       3.3       2.9       2.5       
         Q2 4.0       4.5       3.5       3.6       3.1       2.5       
         Q3 3.3       4.0       3.4       3.3       3.0       2.5       
         Q4 1.9       3.5       3.0       3.5       3.0       2.5       

2007:Q1 2.4       3.6       3.0       3.4       2.9       2.4       

2006:Dec.  2.5       3.5       2.9       3.4       3.0       ...       
2007:Jan.  2.1       3.6       3.0       3.5       3.0       ...       
         Feb.  2.4       3.6       3.0       3.3       2.9        2.4       
         Mar.  2.8       3.6       3.0       3.3       2.9       ...       
         Apr. n.a.       4.0       3.3       3.6       3.1       ...       

  1. Percent change from the same period in the preceding year.
  2. Responses to the question, By about what percent do you expect prices to go up, on
average, during the next 12 months?
  3. Responses to the question, By about what percent per year do you expect prices to go up,
on average, during the next 5 to 10 years?
  4. Quarterly CPI projections compiled by the Federal Reserve Bank of Philadelphia.
  ... Not applicable.
  n.a. Not available.
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Measures of Expected Inflation
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Unit Labor Costs          
(Percent change from year-earlier period)
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Average Hourly Earnings    
(Percent change from year-earlier period)  

Hourly Compensation and Unit Labor Costs
(Percent change from preceding period at compound annual rate; based on seasonally adjusted data)

2004:Q4 2005:Q4 2006
to to

Category 2005:Q4 2006:Q4e  Q1  Q2  Q3  Q4 e

Compensation per hour
Nonfarm business 3.7     4.9     12.9     -1.4       .6      8.2     

Unit labor costs
Nonfarm business   1.5      3.3      9.1     -2.5      1.1      6.2     

   e  Staff estimate.
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Business Finance
Gross Issuance of Securities by U.S. Corporations

(Billions of dollars; monthly rates, not seasonally adjusted)

    2006     2007

Type of security 2003 2004 2005 H1  H2  Q1  Apr. p

Nonfinancial corporations
Stocks1 3.7 5.4 4.6 5.2 4.1 5.9 3.0
  Initial public offerings .4 1.6 1.7 1.9 1.7 1.3 1.8
  Seasoned offerings 3.3 3.8 2.8 3.3 2.4 4.6 1.3

Bonds2 31.6 22.7 19.1 30.3 29.5 31.4 26.0
  Investment grade 15.9 8.2 8.4 14.4 11.6 13.0 9.0
  Speculative grade 11.3 9.7 6.4 8.4 7.6 13.0 11.0
  Other (sold abroad/unrated) 4.3 4.9 4.3 7.6 10.4 5.4 6.0

Memo
Net issuance of commercial paper3 -3.4 1.5 -.4 3.4 4.4 -.1 -6.9
Change in C&I loans at
  commercial banks3,4 -7.7 3.2 9.9 14.5 11.0 7.0 9.1

Financial corporations
Stocks1 6.6 6.9 5.0 4.4 6.2 8.7 9.0
Bonds2 111.1 139.3 176.3 190.2 185.3 200.3 100.0

   Note.  Components may not sum to totals because of rounding.
   1.  Excludes private placements and equity-for-equity swaps that occur in restructurings.
   2.  Data include regular and 144a private placements.  Bond totals reflect gross proceeds rather than par value of
original discount bonds.  Bonds are categorized according to Moody’s bond ratings or to Standard & Poor’s if
unrated by Moody’s.
   3.  End-of-period basis, seasonally adjusted.
   4.  Adjusted commercial bank credit data.
   p   Preliminary.
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Net Worth

Q1

Household Assets

Net Flows into Long-Term Mutual Funds
(Billions of dollars, monthly rate)

Fund type                                                       2004 2005 2006 2006 2007 Assets
   Q3 Q4 Mar. Apr.e Mar.

  Total long-term funds 17.5 16.0 18.9 9.2 21.6 25.4 37.5 8,330
  Equity funds 14.8 11.3 13.3 4.1 11.2 8.2 18.5 6,104
    Domestic 9.3 2.5 0.9 -3.6 -0.9 1.6 5.8 4,703
    International 5.6 8.7 12.4 7.7 12.1 6.6 12.8 1,401

  Hybrid funds 3.6 2.1 0.6 0.3 1.8 2.7 3.3 666
  Bond funds -0.9 2.6 5.0 4.8 8.6 14.6 15.7 1,561
    High-yield -0.8 -1.3 -0.2 0.4 0.5 0.4 1.1 162
    Other taxable 1.0 3.5 4.0 3.3 6.3 11.4 12.5 1,023
    Municipals -1.1 0.4 1.3 1.0 1.8 2.8 2.0 375

    Note.  Excludes reinvested dividends.

    e  Staff estimate based on confidential weekly data.

    Source.  Investment Company Institute.
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State and Local Government Finance
Gross Offerings of Municipal Securities

(Billions of dollars; monthly rate, not seasonally adjusted)

    2006     2007

Type of security 2003 2004 2005 H1  H2  Q1  Apr. p

Total 37.9 34.7 38.4 32.9 39.4 37.6 23.2
    Long-term 1 32.0 29.8 34.1 30.0 34.9 35.7 22.6
        Refundings 2 10.0 10.8 15.5 9.7 11.4 17.7 8.8
        New capital 22.1 19.0 18.7 20.3 23.4 18.0 13.8
    Short-term 5.8 4.9 4.2 2.8 4.5 1.9 .6

Memo: Long-term taxable 3.5 2.0 2.1 2.8 2.3 1.2 .7

    1. Includes issues for public and private purposes.
    2. All issues that include any refunding bonds.
    p   Based on preliminary data through April 26, 2007.

1989 1991 1993 1995 1997 1999 2001 2003 2005 2007
2400

1600

800

0

800

1600

2400

3200

4000
Upgrades

Downgrades

Ratings Changes
Number of ratings changes

Annual rate

  Source. S&P’s Credit Week Municipal and Ratings Direct.

H1
H2

Q1

Apr.

0

1

2

3

4

5

6

7

8
General Obligation Percent

1995 1998 2001 2004 2007

Municipal Bond Yields

Weekly

20-year

1-year

 Apr.
   26

 May
   1

    Source. Municipal Market Advisors and Bond Buyer.

0.7

0.8

0.9

1.0

General Obligation over Treasury Ratio

1995 1998 2001 2004 2007

Municipal Bond Yield Ratio

Weekly

20-year

 Apr.
   26

    Source. Bond Buyer.



III-14 

M2 Monetary Aggregate
(Based on seasonally adjusted data)

Percent change (annual rate)1 Level
(billions

2006 2007 of dollars),

Aggregate and components 2005 2006 Q4 Q1 Mar. Apr. Apr.
(e) (e)

M2 4.1 5.0 6.9 8.0 9.3 8.7 7,222

Components2

Currency 3.6 3.6 3.0 1.7 2.1 3.5 753
Liquid deposits3 2.0 .8 3.2 7.1 8.7 10.3 4,427
Small time deposits 18.8 19.3 16.6 8.6 6.1 6.8 1,188
Retail money market funds -.2 12.9 17.1 18.1 23.5 7.4 848

Memo:
Institutional money market funds 4.9 15.8 21.1 11.0 26.0 33.6 1,410
Monetary base 3.5 3.1 2.4 1.7 2.3 3.5 816

1. For years, Q4 to Q4; for quarters and months, calculated from corresponding average levels.
2. Nonbank traveler’s checks are not listed.
3. Sum of demand deposits, other checkable deposits, and savings deposits.
e Estimated.
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