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Key Background Factors Underlying the Baseline Staff Projection
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Summary of the Near-Term Outlook
(Percent change at annual rate except as noted)

2009:Q3 2009:Q4
Measure September | October | September October
Greenbook | Greenbook | Greenbook | Greenbook

Real GDP 2.5 34 3.2 2.8

Private domestic final purchases 1.6 3.0 -5 -1

Personal consumption expenditures 2.3 34 8 7

Residential investment 3.0 20.9 4.0 A

Business fixed investment -3.8 -3.8 -11.3 -6.4
Government outlays for consumption

and investment 1.8 2.3 43 1.8

Contribution to growth
(percentage points)
Inventory investment 1.0 9 2.8 23
Net exports -2 -.6 -1 A

projected to make a sizable contribution to real GDP growth this quarter. All told, we
look for real GDP to rise at a 2% percent pace in the fourth quarter.”

The output of the manufacturing sector rebounded in the third quarter, increasing at an
annual rate of 7 percent. A bounceback in motor vehicle production was an important
contributor to the strength in factory output, but production moved up in a variety of
other categories as well. Automakers’ schedules call for a further step-up in production
in the current quarter, and many other near-term indicators of manufacturing IP, such as
national and regional business surveys, have improved in recent months. We therefore
look for manufacturing production to post another sizable gain of about 6% percent in the
current quarter. With this path of output, capacity utilization in manufacturing is
expected to move up to 68 percent this quarter, a bit above the trough reached in June but
still well below the 1972-2008 average of nearly 80 percent.

Labor market conditions have deteriorated somewhat more than we anticipated in the
September Greenbook. Although job losses have ebbed from the enormous declines
registered early in the year, payroll employment has continued to fall steadily—declining
at an average rate of more than 200,000 per month in the third quarter. Because of the

2 Currently, the staff projection does not incorporate the possible effects of a pandemic influenza virus
on production or employment. For a discussion of this issue, see the box titled “Possible Economic Effects
of HIN1 Flu.”
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Projections of Real GDP
(Percent change at annual rate from end of
preceding period except as noted)

2009: | 2010:
Measure o Hi 2010 | 2011
Real GDP 3.1 3.2 3.4 4.4
Previous Greenbook 2.8 3.0 3.5 4.5
Final sales 14 2.7 2.7 39
Previous Greenbook 9 2.7 2.9 4.1
Personal consumption
expenditures 2.0 2.4 2.3 3.4
Previous Greenbook 1.6 2.6 2.9 3.6
Residential investment 10.0 9.5 10.0 22.6
Previous Greenbook 3.5 96 129 253
Business fixed investment -5.1 3.1 5.7 9.5
Previous Greenbook -7.6 2.2 5.0 9.9
Government purchases 2.1 2.6 1.7 9
Previous Greenbook 3.1 2.6 1.6 1.0
Exports 12.2 8.4 8.7 8.8
Previous Greenbook 14.3 7.6 8.2 8.6
Imports 11.3 6.4 7.0 7.7
Previous Greenbook 12.7 7.2 8.0 8.0
Contribution to growth
(percentage points)
Inventory change 1.7 4 7 )
Previous Greenbook 1.9 4 .6 4
Net exports -2 .0 -.0 -1
Previous Greenbook -2 -2 -2 -2

by the end of 2011. Meanwhile, we project that multifamily starts will pick up only
modestly from their recent low levels because credit conditions and the returns to
investment in this sector are expected to remain unfavorable. In total, we project real
residential expenditures to rise 10 percent next year and 23 percent in 2011, similar to our
forecast in the September Greenbook. Despite these large percentage increases, by the
end of the forecast period, residential construction expenditures as a share of GDP are
expected to remain well below their long-run historical average.
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Decomposition of Structural Labor Productivity
Nonfarm Business Sector
(Percent change, Q4 to Q4, except as noted)

1974- | 1996- | 2001-
Measure 95 2000 07 2008 | 2009 | 2010 | 2011
Structural labor productivity 1.5 2.5 2.8 2.3 2.5 1.6 1.9
Previous Greenbook 1.5 2.5 2.8 2.0 1.8 1.6 1.9
Contributions'
Capital deepening i 1.4 i .5 -.0 -1 .5
Previous Greenbook i 1.4 i 5 -.0 -1 4
Multifactor productivity 5 7 1.6 1.6 2.4 1.6 1.4
Previous Greenbook 5 i 1.6 1.3 1.7 1.6 1.4
Labor composition 3 3 3 2 2 .1 A
MEMO
Potential GDP 3.0 34 2.8 2.7 2.7 2.1 2.4
Previous Greenbook 3.0 3.4 2.8 2.4 2.0 2.1 2.3

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 2008 | 2009 | 2010 | 2011
Output per hour, nonfarm business 9 4.6 1.1 .8
Previous Greenbook 9 3.7 1.3 1.4
Nonfarm private payroll employment 2.1 -4.4 1.8 34
Previous Greenbook 2.1 41 2.1 33
Household survey employment -1.5 37 1.6 2.4
Previous Greenbook -1.5 3.0 1.7 2.3
Labor force participation rate' 659 652 65.1 65.0
Previous Greenbook 659 655 654 653
Civilian unemployment rate' 6.9 10.1 9.5 8.2
Previous Greenbook 6.9 9.9 9.2 7.9
MEMO
GDP gap’ 48 16 64 45
Previous Greenbook 46 69 -56 -3.6

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 2008 | 2009 | 2010 | 2011
PCE chain-weighted price index 1.7 1.1 1.4 1.0
Previous Greenbook 1.7 1.0 1.3 1.0
Food and beverages 6.8 -1.9 1.3 i
Previous Greenbook 6.8 -1.1 1.5 v
Energy 9.1 1.3 7.7 24
Previous Greenbook 9.1 2.4 5.0 2.1
Excluding food and energy 2.0 1.4 1.1 1.0
Previous Greenbook 2.0 1.4 1.1 1.0
Consumer price index 1.5 1.3 1.7 1.2
Previous Greenbook 1.5 1.1 1.5 1.1
Excluding food and energy 2.0 1.7 1.2 1.1
Previous Greenbook 2.0 1.7 1.2 1.1
GDP chain-weighted price index 1.9 7 1.3 1.1
Previous Greenbook 1.9 .9 1.2 1.1
ECI for compensation of private
industry workers' 24 12 1.8 20
Previous Greenbook 2.4 1.2 1.8 2.0
Compensation per hour,
nonfarm business sector 2.6 -2 1.8 2.1
Previous Greenbook 2.6 -3 1.8 2.1
Prices of core goods imports® 3.8  -1.7 1.5 1.0
Previous Greenbook 3.8 -1.4 1.3 1.0

1. December to December.
2. Core goods imports exclude computers, semiconductors, oil, and
natural gas.

Financial Flows and Conditions

We project that domestic nonfinancial debt will expand at an annual rate of 2% percent
this quarter and then increase at an average annual pace of 572 percent in 2010 and 2011.
This forecast reflects rapid expected growth in federal government debt, a moderate rise
in state and local government debt, and sluggish increases in household and nonfinancial
business debt.

Household debt contracted at an annual rate of 1 percent in the first three quarters of the
year, and we expect it to be about unchanged in the fourth quarter. Although we project
that household debt will begin to expand again next year as the economy improves, the
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No further nontraditional monetary policy actions are undertaken beyond those that
have already been announced. This assumption implies a gradual shrinking of the
Federal Reserve’s balance sheet over time.

Risk premiums on corporate bonds and equity, which are expected to be just a little
above historically normal levels at the end of 2011, edge down a touch thereafter.
Banks ease their lending terms and standards somewhat further as well.

The fiscal stimulus package continues to boost the level of government purchases
through 2012. Government budget deficits continue to narrow over the horizon. This
improvement reflects both the effects of the economic recovery on tax receipts and
transfer payments as well as further policy actions after 2011 aimed at reducing the
deficit.

From 2012 to 2014, the foreign exchange value of the dollar is assumed to depreciate
2 percent per year in real terms. The price of WTI crude oil rises gradually to about
$90 per barrel by the end of 2014, consistent with futures prices. Under these
assumptions, movements in the prices of energy and imports have only minor
implications for domestic inflation. Foreign real GDP expands almost 3% percent per
year, on average, implying some further narrowing in foreign output gaps.

The factors that the staff sees as having raised the NAIRU during the recession are
expected to slowly fade; we also assume that the effect of emergency unemployment
compensation on the unemployment rate will diminish after 2011 as these programs
are wound down. Potential GDP is assumed to expand 2% percent per year, on
average, from 2012 to 2014.

The Long-Term Outlook
(Percent change, Q4 to Q4, except as noted)

Measure 2009 2010 2011 2012 2013 | 2014
Real GDP -3 3.4 4.4 5.0 4.8 3.2
Civilian unemployment rate' 10.1 9.5 8.2 6.1 4.9 4.7
PCE prices, total 1.1 1.4 1.0 1.2 1.4 1.6
Core PCE prices 1.4 1.1 1.0 1.1 1.4 1.6
Federal funds rate' 1 1 1 2.1 3.5 3.9

1. Percent, average for the final quarter of the period.
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Alternative Scenarios
(Percent change, annual rate, from end of preceding period except as noted)

; 2009 2013-
Measure and scenario 2010 | 2011 | 2012
14
H2

Real GDP
Extended Greenbook baseline 31 34 44 5.0 40
Jobless recovery 3.2 4.0 5.6 6.4 4.7
Jobless recovery and more caution 31 34 44 5.0 51
Weaker aggregate demand 22 20 4.4 54 4.6
V-shaped recovery 4.3 4.8 5.6 4.8 3.2
Earlier liftoff 43 51 5.6 4.2 28
Greater disinflation 31 33 41 49 4.8
Unemployment rate!
Extended Greenbook baseline 10.1 95 82 6.1 4.7
Jobless recovery 102 101 9.2 6.6 45
Jobless recovery and more caution 102 103 9.8 7.8 55
Weaker aggregate demand 102 102 89 6.6 4.7
V-shaped recovery 10.0 89 7.2 5.2 4.6
Earlier liftoff 10.0 8.8 7.1 53 5.0
Greater disinflation 10.1 9.5 83 6.3 43
Core PCE inflation
Extended Greenbook baseline 13 11 1.0 11 15
Jobless recovery 13 9 4 4 11
Jobless recovery and more caution 13 9 2 .0 5
Weaker aggregate demand 13 1.0 .8 9 13
V-shaped recovery 13 11 11 12 1.7
Earlier liftoff 12 16 2.0 22 29
Greater disinflation 1.0 4 A -1 .0
Federal funds rate
Extended Greenbook baseline A A 1 21 39
Jobless recovery A A 1 6 3.7
Jobless recovery and more caution A A A A 1.7
Weaker aggregate demand A A A 13 3.7
V-shaped recovery A A .8 31 44
Earlier liftoff A A 23 45 55
Greater disinflation A A 1 1 21

1. Percent, average for the final quarter of the period.
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Selected Greenbook Projections and 70 Percent Confidence Intervals Derived

from Historical Greenbook Forecast Errorsand FRB/US Simulations

Measure 2009 2010 2011 2012 2013 2014
Real GDP
(percent change, Q4 to Q4)
Projection -3 34 4.4 5.0 4.8 3.2
Confidenceinterval
Greenbook forecast errors -.9-2 1.7-5.1 3.0-5.8 . . .
FRB/US stochastic simulations -9-3 2.1-5.1 2.7-6.4 2.7-6.9 2571 1.0-55
Civilian unemployment rate
(percent, Q4)
Projection 10.1 9.5 8.2 6.1 4.9 47
Confidenceinterval
Greenbook forecast errors 10.0-10.2 8.8-10.2 7.2-9.2 . . .
FRB/US stochastic simulations 9.9-10.3 8.8-10.1 7.1-9.1 5.0-7.2 3.8-6.0 3.5-5.8
PCE prices, total
(percent change, Q4 to Q4)
Projection 11 14 1.0 1.2 14 16
Confidenceinterval
Greenbook forecast errors 9-1.4 3-2.6 -2-2.2 . . e
FRB/US stochastic simulations 9-1.5 .6-2.4 .0-2.2 1-2.3 4-2.6 .6-2.8
PCE prices excluding
food and energy
(percent change, Q4 to Q4)
Projection 14 11 1.0 11 14 16
Confidenceinterval
Greenbook forecast errors 1.2-1.7 A4-1.7 .0-1.9 . . e
FRB/US stochastic simulations 1.2-1.6 A4-1.7 2-1.9 320 7-2.3 9-2.6
Federal fundsrate
(percent, Q4)
Projection A A A 21 35 39
Confidenceinterval
FRB/US stochastic simulations -1 -1 1-1.6 4-3.9 2.1-5.2 2.5-5.6

Notes: Shocks underlying FRB/US stochastic simulations are randomly drawn from the 1969-2008 set of
model equation residuals.

Intervals derived from Greenbook forecast errors are based on projections made from 1979-2008, except
for PCE prices excluding food and energy, where the sample is 1981-2008.

... Not applicable. The Greenbook forecast horizon has typically extended about two years.
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Forecast Confidence Intervals and Alternative Scenarios
Confidence Intervals Based on FRB/US Stochastic Simulations
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Evolution of the Staff Forecast

Change in Real GDP
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Summary of Staff Projections
(Percent change from end of previous period, annual rate, except as noted)

Projection

Indicator 2009 2009

2010 | 2011
Q1 Q2 Q3 Q4

Foreign output -8.6 1.7 4.4 3.6 3.6 4.1
Previous Greenbook -8.6 1.7 3.8 3.2 35 4.1

Foreign CPI -1.0 1.0 15 2.0 1.7 1.8
Previous Greenbook -1.0 1.0 1.7 1.7 1.6 1.8

Contribution to growth
(percentage points)

U.S. net exports 2.6 1.6 -.6 A .0 -1
Previous Greenbook 2.6 1.6 -2 -1 -2 -2

Note: Changes for years measured as Q4/Q4.

We estimate that the contribution of net exports to real GDP growth was about negative
5 percentage point in the third quarter, with exports and imports both up sharply
following second-quarter declines. In the fourth quarter, we expect net exports to add
slightly to growth as the improvement in foreign activity and previous declines in the
dollar provide substantial support to exports. For the remainder of the forecast period, we
expect export growth of nearly 9 percent at an annual rate and import growth averaging
about 7% percent. These increases are considerably faster than projected GDP growth
both here and abroad, consistent with the typical pattern during cyclical recoveries.
Although export growth is projected to outpace that of imports, net exports are expected
to make a very small negative contribution to GDP growth over this period because of the
higher level of imports. Relative to the September Greenbook, our projection for the
contribution is a little less negative on average, as a result of the slightly lower path for
the dollar.

International Financial Markets

Since the September Greenbook, the dollar has declined about % percent on net against
the major foreign currencies. During the first several weeks of the period an apparent
increase in risk appetite and better prospects for global economic activity, combined with
some stabilization in funding conditions, seemed to foster further unwinding of the crisis-
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We expect fiscal stimulus to continue to boost economic growth in the second half of this
year across the major foreign economies but to have a minimal impact next year and to
subtract some from AFE growth in 2011.

Staff Projections for Foreign GDP Growth by Region
(Percent change from end of previous period, annual rate)

Projection

Indicator 2009 2009
2010 | 2011

Ql | Q2 | Q3 | Q4
Advanced Foreign Economies| -7.9  -1.6 1.8 2.5 26 32

Previous Greenbook -7.8 -1.5 2.1 2.1 25 3.2
Emerging Market Economies -9.6 6.0 7.7 5.0 4.9 5.2
Previous Greenbook -9.6 6.0 6.2 45 47 5.2

Note: Changes for years measured as Q4/Q4.

Emerging Market Economies

We estimate that economic growth in the EMEs picked up to a 7% percent pace in the
third quarter, somewhat higher than projected in the September Greenbook. Although
growth in emerging Asia moved down from its very rapid second-quarter pace, it did not
slow quite as much as we had anticipated. Meanwhile, the Latin American economies
are showing greater strength than previously projected.

Third-quarter GDP growth appears to have remained quite robust across emerging Asia.
Based on official data, we estimate that China’s real GDP grew at a 9% percent annual
rate in the third quarter, a sharp deceleration from the second-quarter pace but still above
trend. Korean real GDP increased at a 12 percent annual rate in the third quarter, as the
pace of inventory decumulation slowed and exports continued to rise. Singapore’s
preliminary GDP release suggests that real GDP grew at a 15 percent annual rate in the
third quarter. We continue to project that emerging Asia’s growth will ease to about

6 percent in the fourth quarter and beyond, as the Chinese authorities gradually withdraw
policy support and the temporary lift provided by the turn in the inventory cycle
dissipates.

Economic conditions have improved in Latin America. We estimate that the Mexican
economy rebounded at a 7% percent annual rate in the third quarter following a severe
contraction in the first half of the year. This estimate is higher than our projection in the
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Prices of Internationally Traded Goods

Core import price inflation turned positive in the third quarter following three quarters of
decline, boosted by both a weaker dollar and the effect of increases in prices of
commodities on the cost of material-intensive imports. We expect core import prices to
rise at an annual rate of 4% percent in the current quarter, reflecting continued dollar
depreciation as well as recent increases in commodity prices. Further out, we project
increases of about 1%4 percent on average in 2010 and 2011 as the dollar depreciates only
modestly and commodity prices flatten out.

Core export prices rose at an annual rate of 5.3 percent in the third quarter of this year,
partly reflecting the rebound in commodity prices. Prices for industrial supplies, capital
goods, and consumer goods rose, while prices of automotive and agricultural products
declined. We project core export prices to increase at around 4%z percent in the fourth
quarter, before decelerating to 2 percent in 2010 and to just above 1 percent in 2011,
consistent with the projected path for commodity prices.

Staff Projections of Selected Trade Prices
(Percent change from end of previous period, annual rate, except as noted)

Projection
Trade category 2009 2009
2010 | 2011
Ql | Q2 | Q3 | Q4
Imports
Core goods 94 -23 1.0 4.4 15 1.0
Previous Greenbook 94 24 35 35 1.3 1.0
Oil (dollars per barrel) 4158 53.71 65.34 7410 79.11 81.49
Previous Greenbook 4158 53.71 6456 64.68 70.58 72.72
Exports
Core goods -12.5 24 5.3 4.5 2.1 1.2

Previous Greenbook -12.5 2.6 4.0 3.2 1.9 1.2

Note: Prices for core exports exclude computers and semiconductors. Prices for
core imports exclude computers, semiconductors, oil, and natural gas. Both prices
are on a national income and product account 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.
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Trade in Goods and Services

Although August data were somewhat weaker than we had expected for both exports and
imports, the readings are still consistent with a strong cyclical rebound in trade in the
third quarter. We now estimate that real exports of goods and services rose nearly

15 percent at an annual rate in the third quarter, about 6 percentage points lower than in
the September Greenbook. We expect real exports to continue to recover over the
forecast period, increasing at an average annual rate of almost 9 percent. Projected
increases in exports are driven by recent and expected declines in the dollar, solid foreign
GDP growth, and a cyclical snapback in the ratio of trade to GDP. Beyond the current
quarter, this forecast is somewhat higher than in the September Greenbook, mainly due to
the lower path of the dollar.

Real imports of goods and services are estimated to have increased about 16 percent at an
annual rate in the third quarter, boosted notably by a sharp rebound in imports of
automotive products in July and August. This estimate is 2 percentage points lower than
in the September Greenbook. For the remainder of the forecast period, we expect imports
to grow about 7Yz percent on average, supported by continued U.S. GDP growth and the
cyclical recovery in trade. This projection is about % percentage point lower than in the
previous Greenbook, owing in part to our lower path for the dollar.

Staff Projections for
Trade in Goods and Services
(Percent change from end of previous period, annual rate)

Projection
Measure 2009 2009
2010 | 2011
Q1 Q2 Q3 Q4

Real imports -36.4 -14.7 16.3 6.4 7.0 1.7
Previous Greenbook -36.4 -148 184 7.2 8.0 8.0
Real exports -299 41 147 9.6 8.7 8.8
Previous Greenbook -29.9 46 209 8.1 8.2 8.6

Note: Changes for years are measured as Q4/Q4.
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Alternative Scenario:
Dollar Depreciation
(Percent change from previous period, annual rate, except as noted)

. ) ) 2009 2010
Indicator and simulation 2011 | 2012-13
H2 H1 H2
U.S. real GDP
Baseline 3.1 3.2 3.7 4.4 49
Dollar Depreciation 3.2 3.8 4.7 4.6 4.8
Stronger EME Demand 3.6 4.0 4.1 4.4 4.8
U.S. PCE prices
(excluding food and energy)
Baseline 1.3 1.0 1.1 1.0 1.2
Dollar Depreciation 1.5 16 1.7 1.2 1.4
Stronger EME Demand 1.7 13 1.3 11 1.3
U.S. federal funds rate
(percent)
Baseline A A A A 3.5
Dollar Depreciation 1 1 1 1.0 4.1
Stronger EME Demand 1 1 1 5 3.8
U.S. trade balance
(percent share of GDP)
Baseline -3.0 -3.0 -2.9 -2.9 -2.7
Dollar Depreciation -2.8 2.2 -1.7 -1.8 -1.9
Stronger EME Demand 2.7 -2.6 -2.5 -2.6 -2.6

Note: H1 is Q2/Q4; H2 is Q4/Q2. U.S. real GDP and U.S. PCE prices are the average rates over
the period. The federal funds rate and the trade balance are the values for the final quarter of the
period.
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Evolution of the Staff Forecast

Percent of GDP
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Labor Market Indicators

Insured Unemployment

Milli
_ illions .,
Oct.
- 3 o
— —8
— -7
B Incl. extend%d anfc,it Oct -16
B emergency benefits 10 s
—4
—3
Regular state programs -2
| | | | | | | | | | 1
2000 2002 2004 2006 2008 2010
Note: 4-week moving averages.
Source: U.S. Dept. of Labor, Employment and Training
Administration.
Hiring and Hiring Plans
Percent Percent of private employment 50
Hires
— (right scale)
— 45
— 4.0
Hiring plans* Aug. - 3.5
B (left scale, 3-month moving average)
B 30
= Sept.
| | | | | | | | | | 25
2000 2002 2004 2006 2008 2010
*Percent planning an increase in employment minus
%rlgent ﬁlannlng a reduction. Seasonally adjusted by
staff.
Source: For hires, Job Openings and Labor Turnover Survey;
for hiring plans, National Federation of Independent Business.
Job Availability and Hard-to-Fill Positions
Percent Index
— — 150
— 130
Job availability* - 110
(right scale)
— 90
— 70
Oct.
— 50
B Hard-to-fill**
B (left scale, 3-month moving average) Sept. - 30
| | | | | | | | | | 10

2000 2002 2004 2006 2008 2010

*Proportion of households believing jobs are plentiful, minus
the proportion believing jobs are hard to get, plus 100.
**Percent of small businesses surveyed with at least one
"hard-to-fill" job openln_?. Seasonally adjusted by FRB staff.
Source:. For job availability, Conference Board; for hard-
to-fill, National Federation of Independent Business.
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Layoffs and Initial Claims

Percent of private employment Thousands
B Oct.
17
Layoffs and discharges -
— (left scale) Aug
Initial claims
(right scale) —
| | | | | | | | | |
2000 2002 2004 2006 2008 2010

Note: Data for initial claims are 4-week moving averages.
Source: For layoffs and discharges, Job Openings and
Labor Turnover Survey; for initial claims, U.S. Dept.
of Labor, Employment and Training Administration.

Job Openings

Percent of private employment

Index, 1980=100 plus job openings

Job openings

(right scale)
Composite —
— Help Wanted Aug.
Index* (left scale)
— Sept.
| | | | | | | | | |
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25

2.0

— 15
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*Index of staff composite help wanted advertising as a percent

of payroll employment. .

Source: For job openings, Job Openings and Labor Turnover
Survey; for Help Wanted Index, Conference Board and staff
calculations.

Expected Labor Market Conditions

Index
Conference Board

Oct.

Oct.
(O
Reuters/Michigan —

| | | | | | | | | |

2000 2002 2004 2006 2008 2010

Note: The proportion of households expecting labor
market conditions to improve, minus the proportion expecting
conditions to worsen, plus 100.

p Preliminary.

Source: Conference Board; Reuters/University of Michigan
Surveys of Consumers.
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Indicators of Industrial Activity

IP Diffusion Index

Index
— — 100
— NBER — 90
peak 80
- Sept.{ 70
M\mﬂ/\ N M, A 1w
Yy \ A 50
L W V — 40
— — 30
— — 20
— — 10
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII 0
1998 2000 2002 2004 2006 2008 2010
Note: The diffusion index equals the percentage of series
that increased relative to 3 months earlier plus one-half the
percentage that were unchanged.
Source: Federal Reserve, G.17 Statistical Release, "Industrial
Production and Capacity Utilization."
Manufacturing Capacity Utilization
Percent
— — 90
| NBER g5
peak
— — 80
PN
B W 17
- — 70
Sept.

— — 65
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII 60
1998 2000 2002 2004 2006 2008 2010

Note: Horizontal line is 1972-2008 average.
Source: Federal Reserve, G.17 Statistical Release, "Industrial
Production and Capacity Utilization."
New Orders: Regional Survey Average
Index
— — 75
— NBER -1 65
peak
A% VA
v \4
— — 45
— — 35
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII25

2002 2003 2004 2005 2006 2007 2008 2009 2010
Note: The regional average includes new orders indexes from the

Chicago, Dallas, Kansas City, New York (Empire State), Philadelphia,

and Richmond surveys.
Source: Federal Reserve.
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Motor Vehicle Assemblies

Millions of units

Millions of units

Autos and light trucks
(right scale)

+
Oct.
Medium and heavy trucks
(left scale) +

v b b b b b b b 1
2002 2003 2004 2005 2006 2007 2008 2009 2010

Note: October values are based on latest industry schedules.
Source: Ward’s Communications.

ISM New Orders Diffusion Index and
Change in Real Adjusted Durable Goods Orders

Percent

Diffusion index

ISM (right scale) NBER
— peak —
Sept._
A ﬂ AA A \f\A VA
¥ L\/VUJ U Vvv N Wy M

RADGO (left scale)

IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
2002 2003 2004 2005 2006 2007 2008 2009 2010
Note: The measure for real adjusted durable goods orders
(RADGO) is a 3-month moving average.
Source: Institute for Supply Management (ISM). RADGO is
compiled by FRB staff based on data from the Bureau of Labor
Statistics and the U.S. Census Bureau.

Weekly Production Index
excluding Motor Vehicles

Index

]

Monthly aggregate of weekly index
Weekly index

Oct. Nov.Dec. Jan.Feb.Mar. Apr. May June July Aug.Sept.Oct.
2008 2009

Note: One index point equals 1 percent of 2002 total industrial
output.

Source: Federal Reserve, G.17 Statistical Release, "Industrial
Production and Capacity Utilization."
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Production of Domestic Light Vehicles
(Millions of units at an annual rate except as noted)

2009 2009
Item Q1 Q2 Q3 Q4 June July Aug. Sept.
U.S. production! 4.4 4.5 6.4 6.8 4.1 5.6 6.3 7.1
Autos 17 1.9 25 2.7 19 2.2 25 2.8
Light trucks 2.8 25 38 4.0 2.2 34 38 4.3
Days supply? 93 70 50 n.a 70 55 36 63
Autos 93 78 46 n.a. 76 55 32 59
Light trucks 93 64 55 n.a 64 55 40 66
Inventories? 2.05 1.63 1.38 n.a. 1.63 1.50 1.20 1.38
Autos .92 .82 .63 n.a. .82 .75 .56 .63
Light trucks 1.13 .81 75 n.a .81 75 .64 75
Memo: U.S. production,
total motor vehiclest 4.6 4.6 6.5 7.0 4.2 5.7 6.5 7.3

Note: FRB seasonals. Components may not sum to totals because of rounding.

1. Production rates for the fourth quarter of 2009 reflect the latest industry schedules.
2. Quarterly values are cal culated with end-of-period stocks and average reported sales.
3. End-of -period stocks.

4. Includes medium and heavy trucks.

n.a. Not available.

Source: Ward’'s Communications.

Inventories of Light Vehicles

Millions of units
— 35

— 25

— 2.0

— 15

IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII|05

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: Ward's Communications. Adjusted using FRB seasonals.

Days’ Supply of Light Vehicles

— 100

11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 20

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: Constructed from Ward’s Communications data. Adjusted using FRB seasonals.
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Indicators of High-Tech Manufacturing Activity

Industrial Production in the High-Tech Sector
2002 = 100, ratio scale

Semiconductors

Computers

Communications equipment

IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
2002 2003 2004 2005 2006 2007 2008 2009 2010
Source: Federal Reserve, G.17 Statistical Release, "Industrial
Production and Capacity Utilization."

MPU Shipments and Intel Revenue

Billions of dollars, ratio scale

Worldwide MPU shipments

o b b b b b b b
2002 2003 2004 2005 2006 2007 2008 2009 2010

Note: FRB seasonals. MPU is a microprocessor unit. Q4 Intel
revenue is the midpoint of the range given by the company’s

350
300
250
200

180
160

140
120

100

90
80

guidance as of October 13, 2009. MPU shipments are a 3-month sum.

Source: Intel; Semiconductor Industry Association.

Bookings and Billings for Semiconductor
Manufacturing Equipment

Billions of dollars

Billings

poa b b by b b b b b
2002 2003 2004 2005 2006 2007 2008 2009 2010

Note: FRB seasonals.
Source: Semiconductor Equipment and Materials International.

2.0
1.8
1.6
14
1.2
1.0
0.8
— 0.6
0.4
0.2

0.80 — —_

0.75 |~ —
Servers (left scale)

0.70 |~ —

0.65 [~ QB _

0.60 [~ o7

0.55

0.50

0.45

0.40

U.S. Personal Computer and Server Absorption

Millions of units, ratio scale Millions of units, ratio scale

PCs (right scale)

2002 2003 2004 2005 2006 2007 2008 2009

Note: FRB seasonals. PC and server units represent the most
recent U.S. data available from IDC. Q3 PC units are from the
IDC Top 10 data release. Q3 server units are implied from the
IDC Top 10 data release.

Source: IDC.

Circuit Board Orders and Shipments

Billions of dollars

Orders

T

Shipments

2002 2003 2004 2005 2006 2007 2008 2009

Note: U.S. and Canadian orders and shipments of bare and
loaded circuit boards.
Source: Institute for Printed Circuits.

High-Tech Spending Plans

Diffusion index
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Note: Based on survey question on firms’ plans to increase or
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decrease their spending on high-tech equipment in the next 12 months.

Source: NABE Industry Survey.
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Sales of Light Vehicles
(Millions of units at an annual rate; FRB seasonals)

2009
Category 2008 Q1 Q2 Q3 July Aug. Sept.
Tota 131 9.5 9.6 115 11.2 14.1 9.2
Autos 6.7 4.8 4.9 6.4 6.2 8.0 5.0
Light trucks 6.4 4.7 4.7 51 51 6.1 4.2
North American! 9.8 6.8 7.1 84 83 10.2 6.7
Autos 45 31 3.2 4.2 4.2 53 33
Light trucks 53 3.7 39 4.2 4.2 49 35
Foreign-produced 33 2.7 2.4 31 29 39 25
Autos 22 17 16 21 20 27 17
Light trucks 11 1.0 .8 9 9 12 .8
Memo:
Detroit Three
market share (percent)? 48.3 441 46.8 431 44.8 41.3 437

110
100
90
80
70
60
50
40
30
20

Note: Components may not sum to totals because of rounding.
1. Excludes some vehicles produced in Canada that are classified asimports by the industry.
2. Includes domestic and foreign brands affiliated with the Detroit Three.

Source: Ward's Communications. Adjusted using FRB seasonals.

Car-Buying Attitudes

p Preliminary.
Source: Reuters/University of Michigan Surveys of Consumers.

Percent Index
— — 180
Appraisal of car-buying conditions (right scale)
— 160
— 140
Oct.
© 120
— 100
Good time to buy: low prices
(left scale) Oct. — 80
(9}
— 60
— 40
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII 20
2002 2004 2006 2008 2010

Market Share of Small and Midsize Autos

Percent

Sept.

2004 2005 2006

2007

2008 2009

Note: As a share of total light vehicle sales.
Source: Ward's Communications. Adjusted using FRB seasonals.

Average Value of Incentives on Light Vehicles
Current dollars per vehicle, ratio scale

Oct.
18

2007 2008 2009 2010

2004 2005 2006

Note: Weekly weighted average of customer cash rebate
and the present value of interest rate reduction.
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Source: J.D. Power and Associates. Adjusted using FRB seasonals.
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Fundamentals of Household Spending

Household Net Worth
and Dow Jones Total Market Index

Change in Real Disposable Personal Income

18000 Index Ratio 70 12-month percent change
' — 6.5
15400 [~ Ratio of household —
net worth to DPI*
(right scale) 6.0 ]
12800 —
Oct. 27 {55 -]
Aug.
10200 —
— 5.0
Total Market Index V
7600 (left scale) Q2 | U |
— 45
5000 IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII 40 IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
1999 2001 2003 2005 2007 2009 1999 2001 2003 2005 2007 2009
* The value for 2004:Q4 excludes the effect on income of Note: Values for December 2004 and December 2005
thegne—tlm(le: Nclilcmis%ﬁ leldegd mdD‘lachmeer 2(;04- Cof exclude the effect on income of the one-time Microsoft dividend
ource: Federal Reserve Board; U.S. Department o in December 2004.
Commerce, Bureau of Economic Analysis; Wall Street Journal. Source: U.S. Department of Commerce, Bureau of
Economic Analysis.
Personal Saving Rate Target Federal Funds Rate
and 10-Year Treasury Yield
Percent 7 7 Percent
- 16 6 —
Treasury
| s 5 yield —
4 -]
-14 Federal
3 |~ funds —
3 rate
Aug. 2 = -
- -2 L |
= —1 - -]
0 Oct. 27
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII _1 IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
1999 2001 2003 2005 2007 2009 1999 2001 2003 2005 2007 2009
Note: The value for December 2004 excludes the effect Source: Federal Reserve Board.
on income of the one-time Microsoft dividend in that month.
Source: U.S. Department of Commerce, Bureau of
Economic Analysis.
Consumer Confidence
1985 = 100 1966 = 100
170 Reuﬁers/ NBER peak
Michigan
150 |~ (right scale) .
130 —
110 —
90
()
70 Conference Board Oct.
(left scale)
50 - Oct. -
30 -]
10 IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII IIIIIIIIIII

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Note: Shaded bars indicate periods of business recession as defined by the National Bureau of Economic Research (NBER). The NBER peak

is the last business cycle peak as defined by the NBER.
(p) Preliminary.

Source: Reuters/University of Michigan Surveys of Consumers; Conference Board.
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Indicators of Single-Family Housing

New Single-Family Home Sales

Millions of units Millions of units

annual rate
1.6 (— )

1.4 Total (left scale)

1.2

1.0

0.8 Large homebuilders
(right scale) _
0.6 |-
Sept. _
04 = Sept.
02 IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
2001 2003 2005 2007 2009
Source: For total, Census Bureau; for large homebuilders,
National Association of Home Builders.
Existing Single-Family Home Sales
Millions of units
65 (annual rate) Index (2001=100)
Existing home sales —
6.0 |~ (leff'scale)
5.5
Aug.
5.0 Pending hhome ?ales -
(right scale) Sept.
4.5
4.0
35 IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII

2001 2003 2005 2007
Source: National Association of Realtors.

2009

Prices of Existing Homes

—— LP price index
[~ —— Monthly FHFA purchase-only index
20-city S&P/Case-Shiller monthly price index —
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII

2001 2003 2005 2007 2009

Source: For FHFA, Federal Housing Finance Agency;
for S&P/Case-Shiller, Standard & Poor’s; for LP,
LoanPerformance, a division of First American CoreLogic.
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Inventories of New Homes
and Months’ Supply

Thousands of units Months 13
— 12
— 11
— — 10
Inventories of new homes —9
(left scale) 8
Sept 5
— 6
—5
— 4
Months’ supply (right scale) 3

— Sept.
-2
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII 1

2001 2003 2005 2007 2009

Note: Months’ supply is calculated using the 3-month moving
average of sales.
Source: Census Bureau.

Mortgage Rates

Percent

7.5
30-year conforming FRM 170
— 6.5
— 6.0
— 55
— 5.0
Oct. 21
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII 45
2001 2003 2005 2007 2009 ’
Note: 2-week moving average.
Source: Federal Home Loan Mortgage Corporation.
House Price Expectations
Diffusion index
— — 80
W Oct.(p) - 60
— — 40

5 years ahead
— — 20
f Oct. (p)
"\/\/\/A\—\/ 0

— 1 year ahead

2007 2008 2009

Note: Diffusion index is constructed by subtracting
expectations of decrease from expectations of increase.

p Preliminary.

Source: Reuters/University of Michigan Surveys of Consumers.
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Fundamentals of Equipment and Software Investment

Real Business Output

4-quarter percent change

— 8
NBER peak
- — 6
— — 4
A AN
0
| \/ )
— — -4
Q2
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII IIIIIIII -6
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009
Note: Shaded bars indicate periods of business recession as defined by the National Bureau of Economic Research (NBER).
The NBER peak is the last business cycle peak as defined by the NBER.
Source: U.S. Dept. of Commerce, Bureau of Economic Analysis.
User Cost of Capital Corporate Bond Yields
_ 4-quarter percent chan&a 20 . PerceE 20
L - 15 — — 18
NBER peak
— — 16
— NBER peak — 10
Non-high-tech 10-year high-yield — 14
— — 5
— 12
A /\ A Va2 |,
| W V! 1
Oct.
5 —8
— -10 . — 6
High-tech 10-year BBB
T T T e I I T T T N T I I I Y '
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009
Source: Staff calculation. Note: End of month. October value as of October 27.
Source: Merrill Lynch.
NFIB: Survey on Loan Availability Surveys of Business Conditions
Percent Percent Diffusion index
20 — — 18 95 — — 85
NBER peak —— ISM (left scale)
16 Credit expected to be tighter (right scale) Sept._ 14 85 |- —— Philadelphia Fed (right scale) - 75
— 10
-] 65
12 6
7 55
8 — -2
46 T 45
4 — -10 35
ol — -14 25
Credit more difficult to obtain (left scale) — -18
/Y SN S T I N [ N I I I Y0 /Y3 MM A I I I I I I I I~

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009

Note: Of borrowers who sought credit in the past 3

months, the proportion that reported or expected more difficulty

in obtaining credit less the proportion that reported or expected

more ease in obtaining credit. Seasonally adjusted.

Source: National Federation of Independent Business (NFIB).

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009
Source: Institute for Supply Management (ISM), Manufacturing

ISM Report on Business; Philadelphia Fed Business Outlook Survey.
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Nonresidential Construction and Indicators
(All spending series are seasonally adjusted at an annual rate; nominal CPIP deflated by
BEA prices through Q2 and by staff projection thereafter)

Total Structures

Billions of chained (2005) dollars

Aug.

1999 2001 2003 2005 2007 2009

Source: Census Bureau.

Manufacturing and Power

Billions of chained (2005) dollars

Manufacturing
Aug.

IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
1999 2001 2003 2005 2007 2009
Source: Census Bureau.
Vacancy Rates
Percent
— Office —
Industrial Q2
Retail
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
1999 2001 2003 2005 2007 2009

Note: Industrial space includes both manufacturing
structures and warehouses.
Source: Torto Wheaton Research.
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Office, Commercial,
Communication, and Other

Billions of chained (2005) dollars

Other —
Commercial 7]
| Office Aug. -
M%m% -
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
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Note: Other consists of structures for religious organizations,
education, lodging, amusement and recreation, transportation,
and health care.
Source: Census Bureau.
Drilling and Mining Indicators
Millions of feet Number
— Footage drilled _
(left scale) Drilling rigs
= in operation Aug. —
(right scale) |
Oct
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII

1999 2001 2003 2005 2007 2009

Note: The October readings for drilling rigs are based on
data through October 23, 2009. Both series are seasonally
adjusted by FRB staff.

Source: For footage drilled, U.S. Department of Ener%y,
Energy Information Agency; for drilling rigs, Baker Hughes.

Architectural Billings and
Nonresidential Construction Employment
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Change in
employment (left scale)

1999 2001 2003 2005 2007 2009

120
110
100
90
80
70
60
50
40
30
20
10
0

2400
2200
2000
1800
1600
1400
1200
1000
800

600

400

Diffusion index
60

55

50

45

40

35

30

25

20

Note: Both series are 3-month moving averages. Employment
consists of industrial, commercial, and specialty trade construction.

Source: For billings, American Institute of Architects; for

employment, U.S. Department of Labor, Bureau of Labor Statistics.
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Energy and Food Price Indicators
(Data from U.S. Department of Energy, Energy Information Administration, except as noted)

Total Gasoline Margin

Cents per gallon

— 180
Retail price less average spot crude price*
— — 160
— — 140
— — 120
— — 100
| Oct. 19 | 80
I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 60
2005 2006 2007 2008 2009 2010
* Regular grade seasonally adjusted by FRB staff,
less average spot crude price: 60% West Texas Intermediate,
40% Maya heavy crude. Includes gasoline taxes.
Gasoline Inventories
. Millions of barre_ls 250
—— Adjusted for ethanol use*
— — 240
— — 230
- — 220
Oct. 23
— 210
— 200
— — 190
I 1 1 1 I 1 1 1 I 1 1 1 I 1 1 1 I 1 1 180
2006 2007 2008 2009 2010
Note: Bounds are defined as the monthly mean over the
]preceding five years, plus or minus the standard deviation
or each month. Monthly data through June 2009,
weekly data thereafter.
* The RBOB component of total motor gasoline inventories
is adjusted for ethanol use after 2006, boosting reported
stocks; estimated by FRB staff.
PCE: Food at Home and Core Prices
12-month percent change s
— - 7
— — 6
Food and beverages 5
— — 4
B Sept.* 3
- 42
Ex. food and energy 1
0
B e
I 11 1 I 11 1 I 11 1 I 11 1 I 11 1 I 11 _

2005 2006 2007 2008 2009 2010
Source: U.S. Dept. of Commerce, Bureau of Economic Analysis.
*Staff estimate.

Gasoline Price Decomposition

Cent I
ents per gallon

- 400

— 350

. Retail price*
Rack price - 300

250
— 200
— 150
— 100

Average spot crude price**

IIIIIIIIIIIIIIIIIIIIIII50
2005 2006 2007 2008 2009 2010
* Regular grade seasonally adjusted by FRB staff.
** 60% West Texas Intermediate, 40% Maya heavy crude.

Natural Gas Prices

Dollars per million BTU

— 18
---- Futures price Oct. 27
¢ 16
— 14
— 12
— 10
—8
—6
—4
-2
IIIIIIIIIIIIIIIIIIIIIIIO
2005 2006 2007 . 2008 2009 2010
Note: National average spot price.
Source: Bloomberg.
Spot Prices of Agricultural Commodities
14Do_llars per bushel Dollars per buskﬂ 16
= Corn (left scale)
12 |- — Soybeans (right scale) — 14
—— Wheat (right scale) 12
10 |
— 10
8 |-
—8
6
Oct. 27— 6
‘i -4
2~ -2
OI IIIIIIIIIIIIIIIIIIIIO

11
2005 2006 2007 2008 2009 2010
Source: Commodity Research Bureau.
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Measures of Expected Inflation

Survey Measures (Reuters/University of Michigan)

Percent
Quarterly
Median, next 5 to 10 years
— Median, next 12 months
I I I e e A I I I I
1973 1977 1981 1985 1989 1993 1997 2001 2005 2009
Source: Reuters/University of Michigan Surveys of Consumers.
Inputs to Models of Inflation

Percent
Quarterly

FRB/US long-run expectations measure
l for PCE inflation

Distributed lag of
core PCE inflation

1973 1977 1981 1985 1989 1993 1997 2001 2005 2009

12

10

12

10

Percent
Monthly

Percent

Quarterly

2005 2006 2007 2008 2009

Note: The distributed lag of core PCE inflation is derived from one of the reduced-form Phillips curves used by Board staff.

Source: For the distributed lag of core PCE inflation, FRB staff calculations; for the FRB/US measure, for 2007 forward, the median
projection for PCE inflation over the next 10 years from the Survey of Professional Forecasters (SPF); for 1990 to 2006, the equivalent
SPF projection for the CPI; for 1981 to 1989, a related survey for the CPI conducted by Richard Hoey; and for the period preceding 1981,
a model-based estimate constructed by Board staff. The survey data before 2007 are adjusted down 0.5 percentage point to put the CPI

projections approximately on a PCE basis.

Inflation Compensation from TIPS

Percent
Quarterly
— 5to 10 years ahead —
Q3
— Next 5 years —
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
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off-the-run Treasu

yield curve, with an adjustment for the indexation-lag effect.
Source: FRB sta

calculations.
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Note: Based on a comparison of an estimated TIPS (Treasury inflation-protected securities) yield curve with an estimated nominal
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Selected Financial Market Quotations
(One-day quotes in percent except as noted)

Changeto Oct. 27 from

2008 2009 selected dates (percentage points)
Instrument 2008 2009 2009
Sept. 12 Aug. 11 Sept. 22 Oct. 27 Sept. 12 Aug. 11 Sept. 22
Short-term
FOMC intended federal fundsrate 2.00 13 13 13 -1.87 .00 .00
Treasury billst
3-month 1.46 .18 A1 .08 -1.38 -.10 -.03
6-month 1.80 .28 .20 17 -1.63 -11 -.03
Commercial paper (A1/P1 rates)?
1-month 2.39 22 18 .16 -2.23 -.06 -.02
3-month 2.75 .29 21 .25 -2.50 -04 .04
Large negotiable CDs!
3-month 2.79 32 .25 22 -2.57 -.10 -.03
6-month 3.09 46 .35 31 -2.78 -15 -04
Eurodollar deposits3
1-month 2.60 .50 40 32 -2.28 -.18 -.08
3-month 3.00 .80 .55 45 -2.55 -35 -.10
Bank prime rate 5.00 3.25 3.25 3.25 -1.75 .00 .00
Intermediate- and long-term
U.S. Treasury4
2-year 224 1.20 .99 .99 -1.25 -21 .00
5-year 297 2.70 244 241 -.56 -.29 -.03
10-year 3.93 3.97 3.74 3.72 -21 -25 -.02
U.S. Treasury indexed notes®
5-year 133 154 111 .78 -.55 -.76 -33
10-year 177 1.89 1.69 151 -.26 -.38 -.18
Municipal general obligations (Bond Buyer)® 454 4.65 4.20 4.31 -.23 -.34 A1
Private instruments
10-year swap 4.26 3.98 3.67 3.70 -.56 -.28 .03
10-year FNMA7 4.36 435 412 4.04 -.32 -31 -.08
10-year AA8 6.62 541 511 5.10 -1.52 -31 -.01
10-year BBBS 7.22 6.72 6.36 6.22 -1.00 -.50 -14
10-year high yield® 10.66 10.61 9.90 9.44 -1.22 -1.17 -.46
Home mortgages (FHLMC survey rate)
30-year fixed 5.78 5.29 5.04 5.00 -.78 -.29 -04
1-year adjustable 5.03 472 452 454 -.49 -.18 .02
Changeto Oct. 27
Record high 2009 from selected dates (percent)
Stock exchange index Record 2009 2009
Level Date Aug. 11 Sept. 22 Oct. 27 high Aug. 11 Sept. 22
Dow Jones Industrial 14,165 10-9-07 9,241 9,830 9,882 -30.23 6.93 .53
S& P 500 Composite 1,565 10-9-07 994 1,072 1,063 -32.06 6.95 =77
Nasdag 5,049 3-10-00 1,970 2,146 2,116 -58.09 743 -1.41
Russell 2000 856 7-13-07 562 621 587 -31.41 442 -5.43
D.J. Total Stock Index 15,807 10-9-07 10,243 11,083 10,928 -30.87 6.68 -1.40
1. Secondary market.
2. Financial commercia paper.
3. Bid rates for Eurodollar deposits collected around 9:30 am. eastern time.
4. Derived from a smoothed Treasury yield curve estimated using off-the-run securities.
5. Derived from asmoothed Treasury yield curve estimated using all outstanding securities and adjusted for the carry effect.
6. Most recent Thursday quote.
7. Constant-maturity yields estimated from Fannie Mae domestic noncallable coupon securities.
8. Derived from smoothed corporate yield curves estimated using Merrill Lynch bond data.
NOTES:

September 12, 2008, is the last business day before Lehman Brothers Holdings filed for bankruptcy.

August 11, 2009, is the day before the August 2009 FOMC monetary policy announcement.
September 22, 2009, is the day before the most recent FOM C monetary policy announcement.
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Policy Expectations and Treasury Yields

Interest Rates

Percent Percent
— FOMC Consumer™] 2-50
B statement ISM index Retail sales PPI confidence
Nonfarm 4 2.25
B payroll 4500
10-year Treasury yield 4175
B (left scale)
B NW“WM MM ™ 150
= MW - 1.25
[~ Mar. 2010 Eurodollar - 1.00
L right scale
(g-k )n - 0.75
T AN TN NN NN TN NN TN R NN N | [ I T N N N N | [ | Lo |mm| 7 0.50
Sept. 16 Sept. 22 Sept. 28 Oct. 1 Oct. 6 Oct. 9 Oct. 14 Oct. 19 Oct. 22 Oct. 27
Note: 5-minute intervals. 8:00 a.m. to 4:00 p.m. No adjustments for term premiums.
Source: Bloomberg.
Implied Federal Funds Rate Treasury Yield Curve
Percent Percent
B -3 B October 27,2000 | >°
- - 45
B 430 1 =
- y - 4.0
September 22, 2009
- -4 25 - 4 35
B 4 20 B - 30
. - - 25
September 22, 2009 -~ 115 o < 20
B -1 1.0 B 115
October 27, 2009
- -1 1.0
L -4 05
- - 05
o T O T I N T T I T 0 A I Y Pt ] ] ] ] ] 1 g0
Sept. Jan. May Sept. Jan. May Sept. 1 3 5 7 10 20
2009 2010 2011 Years ahead
Note: Estimated from federal funds and Eurodollar futures, Note: Smoothed yield curve estimated from off-the-run Treasury
with an allowance for term premiums and other adjustments. coupon securities. Yields shown are those on notional par Treasury
Source: CME Group. securities with semiannual coupons.
Source: Federal Reserve Board.
10-Year Treasury Implied Volatility Inflation Compensation
Percent Percent
— Sept. ] 14 [Daily Sept. S
Daily
FOMC | FOMC d 4
§ 112 5 to 10 years ahead
- 4 3
- 4 10 Bct.
L 27 o4 2
Next 5 years* L/
u -1 8 L W -4 1
Oct.
i I A 0
- —4 -1
- 4 4
LUt eer et iiiiiil LU L Lot iiil -2
Jan. May Sept.Jan. May Sept.Jan. May Jan. May Sept.Jan. May Sept. Jan. May
2007 2008 2009 2007 2008 2009
Note: 10-year Treasury note implied volatility derived from Note: Estimates based on smoothed nominal and inflation-indexed
options on futures contracts. Treasury yields.
Source: Bloomberg. *Adjusted for lagged indexation of Treasury inflation-protected
securities.

Source: Federal Reserve Board.
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Financial Institutions, Short-Term Funding Markets, and Liquidity Facilities

Bank ETFs

Jan 2, 2009 = 100
— 260

Large banks FOMC - 240

L -eoeeeee- Regional and smaller banks < 220
- 200
- 180
- 160
- 140
- 120
100
Ve, f""s:’. 1 8o
< 60

p
40

Sept.

i 0 1 111
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2008 2009

Note: Large bank ETF consists of 24 banks; regional and smaller
bank ETF consists of 51 banks.
Source: Keefe, Bruyette & Woods (KBW) and Bloomberg.

Jan. Dec.

Libor over OIS Spread

Basis points
Daily sept. ] 4%
L 1-month 5 FOMC | 359
- -1 300
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- -1 200
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- -1 100
- . - 50
- ||||||||||||||||||||||||||~|"f“ 4 0
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Source: British Bankers’ Association and Prebon.
Usage of TALF and other lending facilities
Billions of dollars Billions of dollars
— . — 300
Daily Sept.
L FOMC
- 250
| - 200
L - 150
§ Oct.
| Other facilities* 27 100
i (left scale) TALE N 4 50
(right scaleLHJH
-I Lo e e ettt 7] O
Jan. June Nov. Apr. Oct. Mar. Aug.
2007 2008 2009

* Includes primary, secondary, and seasonal credit; TAF; PDCF;
dollar liquidity swaps; CPFF; and AMLF.
Source: Federal Reserve Board.

Senior CDS Spreads for Banking Organizations
Basis points

Sept. |
FOMC |

450

n Large bank holding companies
Other banks

......... 400
- 350
- 300
- 250
- 200

- 150

- 100

50
May Aug. Aug.
2008 2009
Note: Median spreads for 6 large bank holding companies and 10
other banks.
Source: Markit.

Spreads on 30-day Commercial Paper

Basis points

Daily Sept. | 800
B ABCP FOMC -
[ e A2/P2 7 700
- -1 600
- -1 500
- -1 400
- -1 300
- -1 200
L Oct. - 100
= " " 26 -
- Lttt PR 4 o

July Dec. May Oct. Mar. Aug.

2007 2008 2009

Note: The ABCP spread is the AA ABCP rate minus the AA
nonfinancial rate. The A2/P2 spread is the A2/P2 nonfinancial
rate minus the AA nonfinancial rate.

Source: Depository Trust & Clearing Corporation.

Federal Reserve Large-Scale Asset Purchases
Billions of dollars
Sept. —] 1200
Fomc 7 1%
1000
S
800
< 700
< 600
Oct. -+ 500
28 - 400
-
-

| Weekly

N Agency MBS .
Agency debt
Treasury securities

- 300
- 200
- 100

1 1 0

Dec. Feb. June Oct.

2008 2009

Note: Due to settlement lags and other factors, cumulative
purchases may be substantially higher than current holdings
in the SOMA portfolio.

Source: Federal Reserve.

Apr. Aug.
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Corporate Yields, Risk Spreads, and Stock Prices

Selected Stock Price Indexes
Sept. 22, 2009 = 100

[~ Daily 7]
B Sept. 1
B . ) FOMC N
L S&P Financial _
W™ Oct.
27 4
S&P 500
I I I T N N N NN T Y I T T I I N |
July Oct. Jan. Apr. July Oct.
2008 2009
Source: Standard & Poor’s.
Implied Volatility on S&P 500 (VIX)
Percent
— Weekly Friday* -
Sept.
B FOMC =
= Oct.
27
1 1 1 1 1 1 1 1 1
2003 2005 2007 2009
* Latest observation is for most recent business day.
Source: Chicago Board of Exchange.
Corporate Bond Spreads
Basis points
Daily
Sept.
B FOMC ]
B 10-year high-yield ]
Oct.
§ 10-year BBB r 27T
1 1 1 1 1 1 1 1 1

2003 2005 2007 2009

Note: Corporate yields from smoothed yield curves based on
Merrill Lynch bond data and spreads measured relative to
comparable-maturity Treasury securities.
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Expected Real Equity Return and

Long-Run Treasury Yield Percent

Monthly

Expected 10-year real equity return

Expected real yield on 10-year Treasury* -

1991 1994 1997 2000 2003 2006 2009
* Off-the-run 10-year Treasury yield less Philadelphia Fed 10-year
expected inflation.
+ Denotes the latest observation using daily interest rates and
stock prices and latest earnings data from I/B/E/S.
Source: Thomson Financial.

Corporate Bond Yields
Percent

— Daily -
Sept.

FOMC

10-year high-yield
Oct.

10-year BBB

2003 2005 2007 2009

Note: Yields from smoothed yield curves based on Merrill Lynch
bond data.

Estimated Median Bid-Asked Spread

for Corporate Bonds
Basis points

Daily
» Sept. -1
FOMC

High-yield

Oct.

Investment-grade, 27

2005 2006 2007 2008 2009

Source: Staff estimate using data from the National Assn. of
Securities Dealers’ Trade Reporting and Compliance Engine.
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0.33

0.30

0.27

0.24
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Corporate Earnings and Credit Quality
S&P 500 Earnings Per Share (Seasonally Adjusted)

Dollars per share

— Quarterly 1
- Qse_
Lo b b b by b b b b by 1y
2000 2003 2006 2009

e Estimate.

Source: Thomson Financial.

Financial Ratios for Nonfinancial Corporations
Ratio Ratio

Debt over
total assets
(left scale)

Liquid assets over -
total assets
(right scale)

1989 1993 1997 2001 2005 2009

Note: Data are annual through 1999 and quarterly thereafter; fixed
investment is at an annual rate.
Source: Compustat.

Selected Default and Delinquency Rates
Percent of outstandings

Cé&l loan delinquency rate

Bond default rate?

1991 1994 1997 2000 2003 2006 2009

* 6-month trailing defaults divided by beginning-of-period
outstandings, at an annual rate.

Source: For default rate, Moody’s Investors Service; for
delinquency rate, Call Report.
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10

0.14

0.12

0.10

0.08
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0.04
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Revisions to Expected S&P 500 Earnings
Percent

Mid-
Oct.

Monthly

A mfAAAMMMf\

/W RN

All firms
Nonfinancial firms

2003 2005 2007 2009

Note: Index is a weighted average of the percent change in the
consensus forecasts of current-year and following-year earnings per
share for a fixed sample.

Source: Thomson Financial.
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-12

-16

-20

Bond Ratings Changes of Nonfinancial Companies

Percent of outstandings

Annual rate Upgrades

Downgrades

1991 1994 1997 2000 2003 2006 2009

Source: Calculated using data from Moody’s Investors Service.

Expected Nonfinancial Year-Ahead Defaults
Percent of liabilities

Monthly

1994 1997 2000 2003 2006 2009

Note: Firm-level estimates of default weighted by firm liabilities as
a percent of total liabilities, excluding defaulted firms.
Source: Calculated using firm-level data from Moody’s KMV.
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Business Finance

Gross Issuance of Securities by U.S. Corporations
(Billions of dollars; monthly rates, not seasonally adjusted)

2009
Type of security 2005 2006 2007 2008 H1 Q3 Sept. Oct.P
Nonfinancial corporations
Stocks! 4.6 4.7 55 37 53 54 81 4.2
Initial public offerings 17 18 16 3 2 .6 14 12
Seasoned offerings 2.8 29 38 34 51 4.8 6.7 3.0
Bonds? 18.7 29.3 35.1 277 50.1 30.4 39.9 23.0
Investment grade 8.7 131 175 195 32,6 134 171 7.0
Speculative grade 52 6.2 75 18 53 7.4 124 8.0
Other (sold abroad/unrated) 4.8 10.1 10.0 6.4 12.2 9.7 104 8.0
Memo
Net issuance of commercial paper3 -2 24 -4 16 -124 -9 20 220
Changein C&I loans at
commercial bank 10.2 111 21.2 12.8 -17.7 -34.6 -42.3 -26.0
Financial corporations
Stocks! 5.0 53 8.6 135 15.9 54 83 35
Bonds? 170.4 180.6 151.7 454 44.5 389 52.2 40.0

Note: Components may not sum to totals because of rounding.

1. Excludes private placements and equity-for-equity swaps that occur in restructurings.

2. Datainclude regular and 144a private placements. Bond totals reflect gross proceeds rather than par value of origina discount bonds.
Bonds are categorized according to Moody’ s bond ratings or to Standard & Poor’sif unrated by Moody’s.

3. End-of-period basis, seasonally adjusted.
p Forecast based on preliminary data.

Source: Depository Trust & Clearing Corporation; Thomson Financial; Federal Reserve Board.

Selected Components of Net Debt Financing
Billions of dollars

Monthly rate, nonfinancial firms

Commercial paper*
C&l loans*

[ | Bonds

H1

—— Total

Q3

%

2005 2006 2007 2008
* Seasonally adjusted, period-end basis.
p Preliminary.
Source: Depository Trust & Clearing Corporation; Thomson
Financial; Federal Reserve Board.

2009

80
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20

-20

-60

Components of Net Equity Issuance
Billions of dollars

Monthly rate, nonfinancial firms
Il rFublic issuance

Private issuance*
|:| Repurchases

B Cash mergers T
— Total Q1 Q2
N
N
=
] ] ] ] ]
2005 2006 2007 2008 2009
* Private issuance was revised back to 2005.
e Estimate.

Source: Thomson Financial, Investment Benchmark Report;
Money Tree Report by PricewaterhouseCoopers, National
Venture Capital Association, and Venture Economics.
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Commercial Real Estate

Commercial Mortgage Debt
Percent change, annual rate

Quarterly

2000 2002 2004 2006 2008
Source: Federal Reserve.

Prices of Commercial Real Estate
Index, 2001:Q1=100

NCREIF TBI (quarterly)
. ——— Moody’s index (monthly) -

1994 1997 2000 2003 2006 2009
Source: NCREIF; MIT Center for Real Estate; Moody's.

Commercial Mortgage CDS Index Prices

CMBX Percent

| Daily, by rating
Senior AAA Sept.

FOMC

Oct.
27 J

Apr.  Sept. Feb. July Dec. May Oct.

2007 2008 2009
Note: Each index corresponds to pools of mortgages
securitized in 2006:H1.
Source: JPMorgan Chase &Co.
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Commercial Real Estate Sales
Billions of dollars Percent

B Sept.
Percent of properties sold
- at nominal loss (right scale) 1

Dollar value of all sales (left scale)

2001 2003 2005
Note: 3-month moving averages.
Source: Real Capital Analytics.

2007 2009

Delinquency Rates on Commercial Mortgages
on Existing Properties Percent

Sept.

At commercial
banks*

OZ

L. companies

1997 1999 2001 2003 2005 2007 2009
Note: CMBS are commercial mortgage-backed securities.
*Excluding farmland.

Source: Citigroup; Call Reports; ACLI.

REIT Funds Raised
Billions of dollars

Quarterly

- [l capital 1

2004 2005 2006 2007 2008
Source. NAREIT.

2009
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Residential Mortgages

Mortgage Rate and MBS Yield

Percent
Weekly Sept.
i FOM
30-year conforming omMe
i fixed-rate mortgage rate ]
Oct.
i vV 21 7
- MBS yield N
I oct.
R 27
-Illlllllllllllllllllllllllllllllllll lll-
Oct. Apr. Oct. Apr. Oct. Apr. Oct.
2006 2007 2008 2009

Note: For MBS yield, Fannie Mae 30-year current coupon rate.
Source: For mortgage rate, Freddie Mac; for MBS yield,
Bloomberg.

Agency and Non-Agency MBS Issuance
Billions of dollars

Monthly rate
Non-agency

i I GsEs T

L]

i Ginnie Mae
L L IHI L L L L

2002 2003 2004 2005 2006 2007 2008 2009

Source: For non-agency issuance, Inside Mortgage Finance;
for agency, Fannie Mae, Freddie Mac, and Ginnie Mae.

Delinquencies on Prime Mortgages
Percent of loans

Monthly Sept.

Variable-rate
Fixed-rate E

2001 2003 2005 2007 2009
Note: Percent of loans 90 or more days past due or in

foreclosure. Prime includes near-prime mortgages.
Source: McDash Analytics.
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Spread of Mortgage Rate to Treasury Yield

Basis points
- Weekly T
B 30-yr FRM to 10-yr Treasury Sept. N
5/1 ARM to 2-yr Treasury FOMC
| I T T T T
Oct. Apr. Oct. Apr. Oct. Apr. Oct.
2006 2007 2008 2009

Note: Spreads are relative to corresponding off-the-run
Treasury yields.
Source: Bloomberg; Freddie Mac.

Prices of Existing Homes
Percent change from a year earlier

Monthly

FHFA price index
LP price index B
| - 20-city S&P/Case-Shiller price index "\

2003 2005 2007 2009
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Note: LoanPerformance data are confidential until publicly released.

Source: For FHFA, Federal Housing Finance Agency; for LP,
LoanPerformance, a division of First American CoreLogic; for
S&P/Case-Shiller, Standard & Poor’s.

Delinquencies on Subprime and FHA-Backed
Mortgages

Percent of loans Percent of loans

Monthly Aug.
Sept.-
B FHA (left scale)
Subprime (right scale) |
2001 2003 2005 2007 2009
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Note: Percent of loans 90 or more days past due or in foreclosure.

For subprime mortgages, rates are for securitized loans.
Source: For FHA-backed mortgages, McDash Analytics; for

subprime mortgages, LoanPerformance, a division of

First American CoreLogic.
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Consumer Credit and Mutual Funds

Consumer Credit Gross Consumer ABS Issuance
Percent change, annual rate Billions of dollars
- - 16 - - 28
3-month change Monthly rate
i Revolving 112 - Bl AL eligible {24
| o i s [ | Non-TALF
L 4 20
H1l
L - 4 —
0
R 4 4 i
L 4 8 i
L 4 -12 i
L A A A A A L _16 A A A
2004 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
Source: Federal Reserve. * Through October 23.
Note: Credit card, auto, and student loan ABS.
Source: Inside MBS & ABS; Merrill Lynch; Bloomberg;
Federal Reserve.
Credit Card Rates and Volume of Mail Offerings Delinquencies on Consumer Loans
Millions Percent Percent
— - 16 - "7
700 F Monthly
B 4 15 ;
600 - Volume of B _Credlt c_:a_lrd loans 46
| mail offerings 14 in securitized pools Sept.
500 E (left scale) 3 15
[ 4 13 _
400 F Aug. | Nonrevolving Q2 44
B 1 consumer loans at
300 | commercial banks Aug.
i Interest X - 43
200 | Tatos 1%
100 f (ight scale) “Aug. 110 [ Auto loans at captive 12
- finance companies
0 L L 9 L L L L L L L L L L L L L A 1
2007 2008 2009 1997 1999 2001 2003 2005 2007 2009
Source: Mintel. Source: For auto loans, Federal Reserve; for credit cards, Moody’s
Investors Service; for nonrevolving consumer loans, Call Report.
Net Flows into Mutual Funds
(Billions of dollars, monthly rate)
Fund type 2008 2009 Assets
H1 H2 Q1 Q2 July Aug. Sept.® Aug.
Total long-term funds 11.8 -49.7 0.5 46.1 45.7 50.0 48.2 7,061
Equity funds -3.6 -36.0 -14.4 14.2 9.2 3.9 -10.4 4,511
Domestic -5.0 -20.7 -7.8 9.7 2.3 -2.0 -11.0 3,375
International 1.3 -15.3 -6.5 4.4 6.9 5.9 0.5 1,136
Hybrid funds 1.7 -4.7 -2.9 2.3 1.8 3.2 11.0 577
Bond funds 13.8 -9.0 17.8 29.7 34.7 42.9 47.6 1,973
High-yield -0.2 0.1 2.7 2.9 1.9 1.0 1.2 167
Other taxable 11.1 -7.4 11.2 211 26.0 32.9 36.2 1,386
Municipals 2.9 -1.6 3.9 5.7 6.8 9.1 10.2 420
Money market funds 56.1 59.6 0.1 -54.6 -50.0 -55.6 -139.9 3,569

Note: Excludes reinvested dividends.
e Staff estimate.
Source: Investment Company Institute.
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Treasury Finance

Treasury Auction Amounts
Billions of dollars

Quarterly

2005 2006 2007 2008 2009
Source: U.S. Treasury Dept.
Average Absolute Nominal Yield Curve
Fitting Error Basis points
Daily Sept.
FOMC
= Oct. _|
| 27
1 1 1 1 1 1 1 1 1 1
2001 2003 2005 2007 2009
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Note: Calculated from securities with 2 to 10 years until maturity,

excluding on-the-run and first off-the-run securities.
Source: Federal Reserve Board.

Treasury On-the-Run Premium

Basis points
|_Monthly average Sept. |
FOMC
10-year note
B Oct. |
1 1 1 1 1 1 1 1 1 ]
2001 2003 2005 2007 2009
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Note: Computed as the spread of the yield read from an estimated
off-the-run yield curve over the on-the-run Treasury yield. October

observation is the month-to-date average.
Source: Federal Reserve Board.

Foreign Participation in Treasury Auctions
Percent of total issue
Sept. ]
FOMC

(Oct.|
15

6-month moving average

- Indirect bids

fOct.
15

Actual foreign allotment

2001 2003 2005 2007 2009
Note: Indirect bids and actual allotment are a percentage of
the total amount accepted, including the amount tendered to
the Federal Reserve. Moving averages include 2-, 5-, and 10-
year original auctions and reopenings.
Source: Federal Reserve Board.

Daily Treasury Market Volume
Billions of dollars

Monthly average Sept.
FOMC
B Oct. _|
1 1 1 1 1
2004 2005 2006 2007 2008 2009

Note: October observation is the month-to-date average.
Source: Bloomberg.

Treasury Fails-to-Deliver

Billions of dollars

_\Neekly Sept.
FOMC
Oct.
» 14
il | L1~ -
Q1 Q3 Q1 Q3 Q1 Q3
2007 2008 2009
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State and Local Government Finance

Gross Offerings of Municipal Securities
(Billions of dollars; monthly rate, not seasonally adjusted)

2009

Type of security 2005 [ 2006 | 2007 | 2008 H1 Q3 Sept. Oct.P
Total 384 36.1 404 375 36.5 41.9 425 33.0
Long-term! 34.2 325 355 324 329 30.7 29.9 31.0
Refundings? 15.6 10.6 12.6 14.6 125 11.0 111 14.0

New capital 18.6 219 229 17.8 20.5 19.7 18.8 17.0
Short-term 4.2 3.7 4.9 5.0 3.6 11.2 12.7 2.0
Memo: Long-term taxable 21 25 24 2.3 45 7.9 8.4 13

1. Includesissues for public and private purposes.

2. All issues that include any refunding bonds.

p Forecast based on preliminary data through October 22, 2009.
Source: Thomson Financial.

Ratings Changes
Number of ratings changes

| Annual rate o1 |

Upgrades

Downgrades

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009

Note: Recent upgrades reflect S&P’s change of rating standard.
Source: S&P’s Credit Week Municipal; S&P’s Ratings Direct.

Municipal Bond Yields Municipal Bond Yield Ratio
Percent General Obligation over Treasury Ratio
—_— — 9 — —
Weekly ~ Weekly -
- - 8 | ]
L 4 7 = -]
= 20-year general -1 6 B 1
obligation » -
B 4 5
Oct. - _
= 24 4
= 4 3 = -]
7-day SIFMA
B swap index* 12 = 20-year -
- -4 1 - Oct.
22
- Oct. 4 0 B 7
14 = .
] ] ] ] ] 1 ] ] ] ] ] ] ] ] ]
2005 2006 2007 2008 2009 2003 2005 2007 2009
* SIFMA is the Securities Industry and Financial Markets Source: Bond Buyer.

Association.
Source: Municipal Market Advisors; Bond Buyer.
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M2 Monetary Aggregate
(Based on seasonally adjusted data)

Percent change (annual rate)1 Level
(billions
2009 of dollars),
Aggregate and components 2007 | 2008 Q2 Q3 Sept. | Oct. Oct.
(e) (e)
M2 5.9 8.3 2.7 0.1 40 3.0 8,354
Components2
Currency 20 58 6.9 34 5.3 0.6 863
Liquid deposi ts® 43 6.9 125 127 206 215 5,503
Small time deposits 43 117 -166 -265 -379 -431 1,133
Retail money market funds 202 131 -221 -330 -380 -46.7 850
Memo:
Ingtitutional money market funds | 40.2  24.7 6.4 -96 -179 -408 2,341
Monetary base 20 704 24.2 -21 67.8 1098 1,967

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.
Source; Federal Reserve.
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Measures of Supply and Demand for Residential Mortgage Loans

Net Percentage of Domestic Respondents Tightening Standards for Residential Mortgage Loans
Percent Percent

A Al residential

A ]

\\/[‘ /\\I/_\JA\/N\\ ':/_\/ \‘ /l /\/\ /
\Y AY]
\[’-/ \’\ L ——  Prime
\‘ --------- Nontraditional
Lo b b bbb bbb b b b b b b i b b [ N W N N TN W T W O |
1990 1992 1994 1996 1998 2000 2002 2004 2006 Q@2 Q4 @2 Q4 Q2
2007 2008 2009

Note: For data starting in 2007:Q2, changes in standards for prime and nontraditional mortgage loans are reported separately.

Net Percentage of Domestic Respondents Reporting Stronger Demand for Residential Mortgage Loans
Percent Percent

——  Prime

= f All residential / 1 r - Nontraditional

1990 1992 1994 1996 1998 2000 2002 2004 2006 Q2 Q4 Q2 Q4 Q2 Q4
2007 2008 2009

Note: For data starting in 2007:Q2, changes in demand for prime and nontraditional mortgage loans are reported separately.
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Measures of Supply and Demand for Consumer Loans

Net Percentage of Domestic Respondents Tightening Standards for Consumer Loans

— July
survey

Credit card loans
Other consumer loans

Percent

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008
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Net Percentage of Domestic Respondents Reporting Increased Willingness to Make Consumer Installment Loans
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Percentage of Domestic Banks Reporting Each of the Following Was a
"Very" Important Source in the Contraction of C&I Loans

Decreased origination of term loans _ 42
Decreased draws on revolving credit _ 32
Faydowns on revolving creditiines ||| | N -
Increased wiile-dowis - 4

Term loans not rolled over or extended - 3
Paydowns of bridgs loans - 2
Increasedsales ar syndication of Inans I o]

Increased prepayments of term loans | 0

0 5 10 15 20 25 30 33 40 45
Fercent Weighted by C&| Loans

Distribution of Extensions and Refinancings of Maturing CRE Loans Across Domestic Banks

Construction and Land Development Loans Loans Secured by Nonfarm/Nonresidential Real Estate
Percent of banks* Percent of banks*
— — 100 — — 100
- - 75 - Z / - 75
Il Extensions Il Extensions

| [/) Refinancings . | [/"] Refinancings .
-1 25 - -1 25

1 0 ] ] 0

0-25 25-50 50-75 75-100 0-25 25-50 50-75 75-100
Percent of Maturing Loans Percent of Maturing Loans

*Weighted by construction and land development loans. *Weighted by loans secured by nonfarm/nonresidential real estate.
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Exchange Value of the Dollar and Stock Market Indexes

Latest

Exchange rates™*

Euro ($/euro) 1.4821

Yen (¥/$) 92.040

Sterling ($/£) 1.6334

Canadian dollar (C$/$) 1.0644
Nominal dollar indexes*"

Broad index 102.1

Major Currencies index 73.9

OITP index 133.5
Stock market indexes

DJ Euro Stoxx 265

TOPIX 895

FTSE 100 5201

S&P 500 1063

Percent change since
September Greenbook

-14
1.2
0.6

-1.1

-0.9
-0.8
-1.1

-0.3
-4.0
32
1.0

* Positive percent change denotes appreciation of U.S. dollar.

A Indexed to 100 in Jan. 1997 for the Broad and OITP indexes and Mar. 1973 for the Major Currencies index.

Exchange Value of the Dollar

Weekly January 4, 2005 = 100
[ == Major currencies index ]
— Euro
- — Yen
1 1 1 1 1 1 | 1 1 1 | 1 1 1 1 1 1
2005 2006 2007 2008 2009
Stock Market Indexes
Weekly January 4, 2005 = 100
= DJ Euro Stoxx
I — TOPIX
—— S&P 500
1 1 1 I 1 1 1 I 1 1 1 I 1 1 1 1 1 1
2005 2006 2007 2008 2009
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Industrial Countries: Nominal and Real Interest Rates

Percent

_ 3-month Libor 10-year nominal 10-year indexed
Latest Change since Latest Change since Latest Change since
Sep. Greenbook Sep. Greenbook Sep. Greenbook
Germany 0.68 -0.04 3.27 -0.02 1.04 0.02
Japan 0.32 -0.03 1.40 0.08 2.26 -0.05
United Kingdom 0.59 -0.02 3.61 -0.01 0.81 -0.20
Canada 0.50 -0.00 3.49 0.12
United States 0.28 -0.01 3.49 0.02 1.60 -0.12
... Not applicable.
Libor: London interbank offered rate.
Nominal 10-Year Government Bond Yields
Weskly Percent Daiy _
— Germany Greenbook
— Japan
[—— United States -6
- 15 W 1
S ip Wﬁw%
- -3

Inflation-Indexed 10-Year Government Bond Yields

Weekly
["=— France
— Japan
—— United States

M

"\'\./

Jun. Jul. Aug. Sep. Oct.

Daily

Greenbook
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w

MV
|

Jun. Jul. Aug. Sep. Oct.



IV-16

Measures of Market Volatility

Dollar-Euro Options-Implied Volatility*

Weekly Percent
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*Annualized volatility derived from at-the-money options.
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Weekly Percent
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*Annualized volatility derived from at-the-money options.

Realized Stock Market Volatility*

Weekly Percent
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*Annualized standard deviation of 60-day window of daily returns.
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Emerging Markets: Exchange Rates and Stock Market Indexes

Exchange value of the dollar Stock market index
Latest Percent change since Latest Percent change since
Sep. Greenbook* Sep. Greenbook
Mexico 13.2300 -0.8 29313 -1.1
Brazil 1.7308 -4.2 63161 6.6
Venezuela 2.14 0.0 50100 -6.9
China 6.8292 0.0 3021 0.4
Hong Kong 7.7495 -0.0 22170 6.2
Korea 1190.0 23 1650 0.2
Taiwan 32.46 -0.3 7657 42
Thailand 3341 -1.4 715 1.6
* Positive percent change denotes appreciation of U.S. dollar.
Exchange Value of the Dollar
Weekly January 4, 2005 = 100 210 Daily September 15, 2009 = 100
Greenbook
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Stock Market Indexes
VEEkIy January 4, 2005 = m 400 [ﬂy September 15, 2009 = 12
Greenbook
= MeXxico
~ — Brazil 350 - -
— Korea
[~ —— Hong Kong 300
- 250
- 200
— 150
100
I [ 1 [ 1 L 1 1 | 50 | | | |
2005 2006 2007 2008 2009 Jun. Jul. Aug. Sep. Oct.

120

115

110

105

100

95

90

130

120

110

100

90

80

70



IV-18

Emerging Markets: Short-Term Interest Rates and Dollar-Denominated Bond Spreads

Percent

Short-term Dollar-denominated
interest rates* bond spreads**
Latest Change since Latest Change since
Sep. Greenbook Sep. Greenbook
Mexico 4.53 0.04 2.10 0.31
Brazil 8.60 -0.40 240 0.16
Argentina 11.94 -0.50 6.75 -0.72
China 0.80 -0.06
Korea 2.10 0.00
Taiwan 1.11 -0.02
Singapore 0.31 0.00
Hong Kong 0.07 -0.07
*One-month interest rate except 1-week rate for Korea. (No reliable short-term interest rate exists for China.)
**EMBI+ Spreads or EMBI Global Spreads over similar-maturity U.S. Treasury securities.
... Not applicable. Korea, Taiwan, and Hong Kong have no outstanding dollar-d ted sovereign bonds.
EMBI+ Spreads
Weekly Percent Daily
L — Overall 12 Greenbook
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Advanced Foreign Economies

Average Real Gross Domestic Product
Quarterly

Annualized percent change, s.a. 6

1999 2000 2001 2002 2003 2004 2005
Note: Chain weighted by moving bilateral shares in U.S. merchandise exports.
Source: FRB staff calculations.

Consumer Prices
Monthly
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12-month percent change, s.a.

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Source: Haver Analytics.
Official or Targeted Interest Rates
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Source: Bloomberg.
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Fundamentals of Household Spending

Household Net Worth

and Dow Jones Total Market Index Change in Real Disposable Personal Income
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* The value for 2004:Q4 excludes the effect on income of Note: Values for December 2004 and December 2005
the one-time Microsoft dividend in December 2004. exclude the effect on income of the one-time Microsoft dividend
Source: Federal Reserve Board; U.S. Department of in December 2004.
Commerce, Bureau of Economic Analysis; Wall Street Journal. Source: U.S. Department of Commerce, Bureau of
Economic Analysis.
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Note: Shaded bars indicate periods of business recession as defined by the National Bureau of Economic Research (NBER). The NBER peak
is the last business cycle peak as defined by the NBER.
Source: Reuters/University of Michigan Surveys of Consumers; Conference Board.
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Broad Measures of Inflation

(Percent change, Q3 to Q3)

Measure 2006 2007 2008 2009
Product prices
GDP price index 33 2.6 2.5 i
Less food and energy 3.3 2.6 2.7 3
Nonfarm business chain price index 3.0 2.1 1.9 .8
Expenditure prices
Gross domestic purchases price index 34 2.6 4.0 -.8
Less food and energy 32 2.6 2.9 2
PCE price index 2.8 2.3 4.3 -.6
Less food and energy 2.5 2.2 2.6 1.3
PCE price index, market-based components 29 2.0 4.6 -.6
Less food and energy 2.5 1.9 2.6 1.7
CPI 33 2.3 52 -1.6
Less food and energy 2.8 2.1 2.5 1.5
Chained CPI 3.1 2.0 4.5 -1.6
Less food and energy 2.6 1.7 2.1 1.1
Median CPI 3.0 2.9 3.2 1.7
Trimmed mean CPI 2.8 2.5 3.6 1.1
Trimmed mean PCE 2.8 2.5 2.9 1.6

Source: For CPI, U.S. Dept. of Labor, Bureau of Labor Statistics; for median and trimmed mean CPI,
Federal Reserve Bank of Cleveland; for all else, U.S. Dept. of Commerce, Bureau of Economic Analysis.

Surveys of Inflation Expectations

(Percent)
Reuters/Michigan Survey Professional
forecasters
Accgllal 1 year? 5 to 10 years? (10 years)*
Period inflation ! Mean Median Mean Median CPI PCE
2007:Q4 4.0 4.1 33 33 2.9 2.4 2.1
2008:Q1 4.1 4.2 3.8 33 3.0 2.5 2.2
Q2 44 6.4 5.0 3.8 33 2.5 2.2
Q3 53 54 4.7 3.6 3.1 2.5 2.2
Q4 1.6 3.0 2.8 2.9 2.8 2.5 2.2
2009:Q1 .0 2.4 2.0 33 2.9 2.4 2.2
Q2 -1.2 34 2.9 3.1 2.9 2.5 2.3
Q3 -1.6 3.1 2.6 3.2 2.9 2.5 2.2
2009:June -1.4 39 3.1 3.2 3.0
July 2.1 3.6 2.9 34 3.0
Aug. -1.5 3.0 2.8 3.1 2.8 2.5 2.2
Sept. -1.3 2.8 2.2 3.2 2.8
Oct. n.a 3.2 2.9 3.2 2.9

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. Median CPI and PCE price projections.
... Not applicable.
n.a. Not available.
Source: For CPI, U.S. Dept. of Labor, Bureau of Labor Statistics; for Reuters/Michigan Survey,
Reuters/University of Michigan Surveys of Consumers; for professional forecasters, the Federal Reserve
Bank of Philadelphia.
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Commercial Bank Credit
(Percent change, annual rate, except as noted; seasonally adjusted)

Type of credit 2007 2008 H2 H1 July Aug. Sept. Oct. Levell
2008 2009 2009 2009 2009 | 20098 | Oct. 2009¢
Total 10.0 49 4.6 -5.8 -7.1 -6.9 -125 -10.8 9,049
Loans?
Total 10.8 4.6 31 -7.2 -164 -15.3 -18.3 -15.6 6,708
Core 9.6 52 34 -4.4 -8.8 -12.6 -17.9 -14.4 5,964
To businesses
Commercial and industrial 19.0 16.3 14.0 -13.9 -15.7 -26.5 -31.9 -285 1,378
Commercial real estate 9.4 6.0 3.2 -1.6 -55 -6.8 -9.2 -10.3 1,663
To households
Residential real estate 55 -3.0 -5.2 -14 -8.0 -11.3 -21.1 -14.0 2,074
Revolving home equity 5.6 13.0 12.8 6.6 -6.5 -53 -5.7 -4.2 601
Closed-end mortgages 55 -7.9 -111 -4.4 -8.6 -13.7 -27.1 -17.9 1,473
Consumer 6.8 7.1 7.6 .0 -5.2 -3.0 -3.2 -.6 848
Memo: Originated? 6.5 5.6 45 -1.7 -2.3 -74 -5.7 -2.0 1,243
Other 18.7 7 13 -254 -724 -35.8 -22.0 -25.1 743
Securities
Tota 1.7 6.0 9.8 -1.0 221 18.7 4.9 32 2,341
Treasury and agency -54 15.0 29.0 -1.7 48.3 334 119 6.6 1,407
Other4 281 -4.2 -12.0 A -13.6 -2.3 -5.5 -2.1 934
Note: Yearly annual rates are Q4 to Q4; quarterly and monthly annual rates use corresponding average levels. Data have been
adjusted to remove the effects of mark-to-market accounting rules (FAS 115) and the initial consolidation of certain variable
interest entities (FIN 46). Data also account for the effects of nonbank structure activity of $5 billion or more.
1. Billions of dollars. Pro rata averages of weekly (Wednesday) levels.
2. Excludesinterbank loans.
3. Includes an estimate of outstanding loans securitized by commercial banks that retained recourse or servicing rights.
4. Includes private mortgage-backed securities; securities of corporations, state and local governments, and foreign governments;
and any trading account securities that are not Treasury or agency securities.
e Estimated.
Source: Federal Reserve.
Total Loans at Commercial Banks Allowance for Loan Losses at Commercial Banks
Billions of dollars Billions of dollars
~ NBER —] 4500 — NBER — 140
Monthly peak Monthly peak
= //\,_/\ 4 4000 - - 120
Large* - — 100
- - 3500
- - 80
= Oct. - 3000
Small** - 4 60
- ////“/'\\ - 2500 | — 4 4
P
| N T T T T v o v | 2000 | N N T T T T T v v v | 20
June Oct. Feb. June Oct. Feb. June Oct. June Oct. Feb. June Oct. Feb. June Oct.
2007 2008 2009 2007 2008 2009

Note: The NBER peak is the last business cycle peak as defined by the National Bureau of Economic Research (NBER).

* Large domestically chartered commercial banks are defined as the top 25 domestically chartered commercial banks, ranked by domestic
assets as of the previous commercial bank Call Report to which the H.8 release data have been benchmarked.

** Small domestically chartered commercial banks are defined as all domestically chartered commercial banks not included in the top 25.

Source: Federal Reserve.
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Selected Financial Market Quotations
(One-day quotes in percent except as noted)

Changeto Oct. 29 from

2008 2009 selected dates (percentage points)
Instrument 2008 2009 2009
Sept. 12 Aug. 11 Sept. 22 Oct. 29 Sept. 12 Aug. 11 Sept. 22
Short-term
FOMC intended federal fundsrate 2.00 13 13 13 -1.87 .00 .00
Treasury billst
3-month 1.46 .18 A1 .06 -1.40 -12 -.05
6-month 1.80 .28 .20 17 -1.63 -11 -.03
Commercial paper (A1/P1 rates)?
1-month 2.39 22 18 19 -2.20 -.03 .01
3-month 2.75 .29 21 22 -2.53 -.07 .01
Large negotiable CDs!
3-month 2.79 32 .25 22 -2.57 -.10 -.03
6-month 3.09 46 .35 32 -2.77 -14 -.03
Eurodollar deposits3
1-month 2.60 .50 40 .30 -2.30 -20 -.10
3-month 3.00 .80 .55 45 -2.55 -35 -.10
Bank prime rate 5.00 3.25 3.25 3.25 -1.75 .00 .00
Intermediate- and long-term
U.S. Treasury4
2-year 224 1.20 .99 .99 -1.25 -21 .00
5-year 297 2.70 244 244 -53 -.26 .00
10-year 3.93 3.97 3.74 3.76 -17 -21 .02
U.S. Treasury indexed notes®
5-year 133 154 111 .76 -57 -.78 -35
10-year 177 1.89 1.69 151 -.26 -.38 -.18
Municipal general obligations (Bond Buyer)® 454 4.65 4.20 4.39 -.15 -.26 19
Private instruments
10-year swap 4.26 3.98 3.67 3.65 -.61 -.33 -.02
10-year FNMA7 4.36 435 412 4.09 -27 -.26 -.03
10-year AA8 6.62 541 511 5.16 -1.46 -25 .05
10-year BBBS 7.22 6.72 6.36 6.28 -4 -44 -.08
10-year high yield® 10.66 10.61 9.90 9.59 -1.07 -1.02 -31
Home mortgages (FHLMC survey rate)
30-year fixed 5.78 5.29 5.04 5.03 -75 -.26 -.01
1-year adjustable 5.03 472 452 457 -.46 -.15 .05
Change to Oct. 29
Record high 2009 from selected dates (percent)
Stock exchange index Record 2009 2009
Level Date Aug. 11 Sept. 22 Oct. 29 high Aug. 11 Sept. 22
Dow Jones Industrial 14,165 10-9-07 9,241 9,830 9,963 -29.67 7.80 135
S& P 500 Composite 1,565 10-9-07 994 1,072 1,066 -31.88 7.22 -.52
Nasdag 5,049 3-10-00 1,970 2,146 2,098 -58.45 6.49 -2.27
Russell 2000 856 7-13-07 562 621 580 -32.20 3.22 -6.52
D.J. Total Stock Index 15,807 10-9-07 10,243 11,083 10,924 -30.89 6.64 -1.43
1. Secondary market.
2. Financial commercia paper.
3. Bid rates for Eurodollar deposits collected around 9:30 am. eastern time.
4. Derived from a smoothed Treasury yield curve estimated using off-the-run securities.
5. Derived from asmoothed Treasury yield curve estimated using all outstanding securities and adjusted for the carry effect.
6. Most recent Thursday quote.
7. Constant-maturity yields estimated from Fannie Mae domestic noncallable coupon securities.
8. Derived from smoothed corporate yield curves estimated using Merrill Lynch bond data.
NOTES:

September 12, 2008, is the last business day before Lehman Brothers Holdings filed for bankruptcy.

August 11, 2009, is the day before the August 2009 FOMC monetary policy announcement.
September 22, 2009, is the day before the most recent FOM C monetary policy announcement.
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