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Large-Scale Asset Purchases and the Economic Outlook

The Federal Reserve has announced plans to
purchase $1.75 trillion in long-term Treasury
securities, agency debt, and agency MBS by the
end of this year. As indicated by the black line
in the chart at the bottom left, we have
incorporated no additional purchases into the
baseline outlook. In addition, we have assumed
that the FOMC will let these assets run off
gradually as the securities mature and as home
mortgages in MBS pools are refinanced. Under
this assumption, at the end of 2013 the Federal
Reserve holds $625 billion more in long-term
assets than it otherwise would; the runoff is
completed by 2015. As illustrated in the chart
to the bottom right, we judge that these
purchases will help to reduce unemployment
modestly over the next several years.

As discussed in a recent memo to the FOMC,
designing an “optimal” large-scale asset
purchase (LSAP) program is complex, in part
because of uncertainty about the costs
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associated with buying and selling these assets.*
The costs may include such things as disruptions
to market functioning, exposure of the Federal
Reserve to large capital losses, and impaired
management of our balance sheet. Designing an
LSAP program is also complicated by uncertainty
about its effects on interest rates, real activity,
and inflation. As a consequence, we suggest that
these simulations be taken with an even larger-
than-usual grain of salt and with the reminder that
the alternatives are “optimal” only within the
very narrow terms of this exercise.

That said, the optimal-control exercises suggest
that a path similar to the baseline assumption
would be appropriate if policymakers judge the
costs of buying and selling these assets as fairly
high (the green lines). However, if policymakers
judge the costs of an LSAP program as less
substantial, then an expansion of the current
program might be desirable (the red lines).
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*Eileen Mauskopf and Jae Sim, “Optimal Paths for Large-Scale Asset Purchases,” FOMC memo (April 20, 2009).
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Key Background Factors Underlying the Baseline Staff Projection
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Note: In each panel, shading represents the projection period, which begins in 2009:Q2, except where noted.
In the upper-left panel that reports the federal funds rate, the dashed line is not apparent because
the paths of the federal funds rate in the March and current Greenbooks are the same.
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Recent Developments and the Near-Term Outlook

We estimate that real GDP dropped at an annual rate of 6% percent in the first quarter,
as final sales fell steeply and the pace of inventory liquidation quickened. In the current
quarter, with fiscal stimulus kicking in, defense spending rebounding, and motor vehicle
production stepping up, we are projecting that real GDP will decline at a more moderate
annual rate of 1% percent.

The severe contraction in the labor market continued into March. Private nonfarm
payrolls shrank another 660,000 last month, and the unemployment rate jumped to

8.5 percent. With initial claims for unemployment insurance remaining extremely
elevated in April, we expect private employment to fall 600,000 further this month.
Thereafter, we anticipate some moderation in the pace of job loss, with private payrolls
dropping 400,000 in May and 300,000 in June. These job cuts are projected to push the
unemployment rate up to 9.1 percent by June.

Industrial production has continued to fall sharply. Manufacturing production declined at
an annual rate of 23 percent last quarter, and the factory utilization rate dropped to a new
postwar low of 65.8 percent in March. As in the last Greenbook, we anticipate a slower
pace of decline in the second quarter. After plummeting to a historically low level last

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

2009:Q1 2009:Q2
Measure March April March April
Greenbook | Greenbook | Greenbook | Greenbook

Real GDP -6.5 -6.3 -2.0 -1.5

Private domestic final purchases -5.3 -5.0 -4.3 -4.0

Personal consumption expenditures A4 11 .0 -5

Residential investment -41.2 -38.2 -34.3 -27.4

Business fixed investment -27.3 -30.1 -23.4 -20.8
Government outlays for consumption

and investment -2 -5.3 5.5 6.7

Contribution to growth
(percentage points)
Inventory investment -2.2 -2.2 5 -1
Net exports A 1.0 .0 .6
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Projections of Real GDP
(Percent change at annual rate from end of
preceding period except as noted)

2009
Measure 2010
H1 H2
Real GDP -3.9 .8 2.6
Previous Greenbook -4.2 -3 15
Final sales -2.8 -6 2.4
Previous Greenbook -3.4 -1.5 1.4

Personal consumption
expenditures 3 .8 2.7
2

Previous Greenbook .6 1.9
Residential investment -33.0 -9 11.0
Previous Greenbook -37.9 -9.5 6.7
Business fixed investment -25.6 -15.5 34
Previous Greenbook -25.4 -19.7 -9
Government purchases 5 4.9 1.9
Previous Greenbook 2.6 4.3 1.8
Exports -18.6 -7 2.3
Previous Greenbook -15.1 -2.3 1.0
Imports -20.1 41 51
Previous Greenbook -12.5 3.2 3.8
Contribution to
growth
(percentage points)
Inventory change -1.1 14 3
Previous Greenbook -8 1.2 A
Net exports 9 -6 -5
Previous Greenbook A -7 -4

accumulation, and a gradual repair of financial markets. Relative to the last Greenbook,
lower borrowing rates and higher equity prices boost our forecast through the usual
channels. Moreover, given that measures of financial market stress appear to have eased
somewhat more than we had assumed, we have also reduced our judgmental estimate of
the restraint on spending from financial channels that are outside those that are routinely
captured by our models. (See the box entitled “Judgmental Effects of Financial Market
Turmoil in the Staff Projection” for more details.)
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Judgmental Effects of Financial Market Turmoil in the Staff Projection

As discussed last fall in the September and October
Greenbooks, our standard models probably do not
capture all the effects of financial turmoil on real
activity, such as those associated with tighter lending
standards and other factors that influence spending
outside of conventional cost-of-capital and wealth
channels. For this reason, we continue to use
supplementary analyses to inform our judgmental
estimates of these effects.

As before, we use two types of financial data to
guantify the extent of financial turmoil: indicators of
capital market stress derived from risk spreads and
volatility measures, and indicators of bank lending
conditions from the Senior Loan Officer Opinion
Survey on Bank Lending Practices (SLOOS). We
then gauge the implications of this stress for the
economic outlook using two empirical methods: one
that exploits the historical correlation between stress
and errors in FRB/US spending equations to project
the path of these errors forward, and another that
incorporates indicators of stress within small-scale
VAR models.
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130 100

9-variable financial stress
index (left scale)

125 -{_ _ Index of change in bank credit N\ |80
standards (right scale)

120

115

rrrrrrrrrr T
1990 1993 1996 1999 2002 2005 2008

As shown in the chart and table below, measures
of stress have improved somewhat since last fall,
especially in recent weeks. Accordingly, our
various econometric estimates of the fallout from
financial turmoil—shown in the table on the
facing page—are now smaller than they were in
March. In particular, estimated effects on the
level of real GDP have revised up ¥ percent in
2009 and about % percent in 2010, averaging
across all the models.

In updating the staff projection in response to the
recent easing in financial stress, we have had to
wrestle with several issues. First, each estimate
reported in the table has its own merits and
drawbacks, and all are subject to considerable
coefficient and model uncertainty. Second, each
of the approaches poses significant identification
challenges that have been exacerbated as the
economy has experienced other contractionary
shocks. Third, the estimates are sensitive to the
projected speed at which financial stress fades
away over time. Finally, the econometric

Recent Movements in Measures of
Financial Turmoil

SLOOS index
October 2008 survey 87.0
January 2009 survey 76.0
April 2009 survey 51.9

Financial stress index
October 2008 average 124.0
March 2009 average 124.2
Early April 2009 average 119.1
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estimates do not fully account for the likely
ameliorative effects of the various traditional and
nontraditional policy actions taken in recent
months by the Federal Reserve and the federal
government to mitigate the effects of the current
crisis.

After weighing these considerations, we have
marked up the forecast from the last Greenbook
to account for the diminished financial stress by
an amount towards the low end of the range
suggested by the model results.

As shown in the bottom portion of the table, our
judgmental adjustments (which include the

effects of recession dynamics as well as financial
turmoil) now cut about 5 percent off the level of
real GDP by the end of this year and 3% percent
by the end of 2010, over and above the restraint
imposed by traditional cost-of-capital and wealth
effects. As can be seen, these effects are
somewhat smaller than what we assumed in
March. Beyond 2010, we expect the unusual
restraint from financial turmoil and recession
dynamics to continue to abate as financial
institutions repair their balance sheets, credit
availability improves further, and households and
firms become more confident about the
permanence of the economic recovery.

Selected Econometric Estimates of the Effects of Financial Turmoil on Real GDP

Date of Estimate and Data Source

Methodology

Percent deviation from Q4 baseline level

2007 2008 2009 2010
Senior Loan Officer Opinion Survey
Index of survey responses FRB/US! -4 -2.9 -1.8 -0.1
Commercial loan credit standards VAR? -1 -2.8 -4.4 -3.1
Change in bank credit standards® VAR? -1 -1.2 2.3 -1.5
Capital markets data
9-variable stress index FRB/US? -1 -1.1 -2.0 -1.3
9-variable stress index FRB/US* -4 -1.7 -4.6 -4.5
9-variable stress index VAR? 0 -1 -1.6 -2.6
Revision in estimates since March Greenbook
Average 5 8
Range (.1,.9) (.1,1.5)
Memo item: Staff judgmental
projection adjustments*
April Greenbook -3 -3.5 -5.2 -3.5
March Greenbook -3 -3.5 -5.4 -4.0
Revision 0 .0 2 5

rwpdPE

Stress treated as exogenous and phased out over four quarters.
Stress treated as endogenous and simulated as part of a system of equations.
Series shown as the dashed line in the chart; includes both business and consumer lending standards.
Includes the effects of financial stress and adjustments for recession dynamics.
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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 06 2007 | 2008 | 2009 | 2010

Structural labor productivity 15 2.5 2.6 2.1 1.9 1.6 1.6
Previous Greenbook 15 2.5 2.6 2.1 1.9 1.6 15

Contributions"

Capital deepening v 1.4 v .6 4 -3 -2
Previous Greenbook v 1.4 v .6 4 -3 -3

Multifactor productivity .5 v 1.6 1.2 13 1.6 1.6
Previous Greenbook 5 T 1.6 1.2 1.3 1.7 1.7

Labor composition 3 3 3 2 2 2 1

MEMO

Potential GDP 3.0 3.4 2.6 2.5 2.5 2.0 2.0
Previous Greenbook 3.0 3.4 2.6 2.5 25 2.0 2.0

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 2007 | 2008 | 2009 | 2010
Output per hour, nonfarm business 2.6 2.2 13 2.1
Previous Greenbook 2.6 2.1 9 2.0
Nonfarm private payroll employment 8 21 37 1.2
Previous Greenbook 8 21 -38 -1
Household survey employment 4 15 27 1.0
Previous Greenbook 4 15 -26 4
Labor force participation rate’ 66.0 659 653 651
Previous Greenbook 66.0 659 653 651
Civilian unemployment rate* 4.8 6.9 9.3 9.1
Previous Greenbook 4.8 6.9 9.2 95
MEMO
GDP gap® -4 36 -70 64
Previous Greenbook -4 37 1.7 -8.2

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.



I-18 Class Il FOMC—Restricted (FR) Part 1: Summary and Outlook, April 22, 2009

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

Measure 2007 | 2008 | 2009 | 2010
PCE chain-weighted price index 35 19 v 1.0
Previous Greenbook 35 1.9 A .8
Food and beverages 4.5 6.3 1.7 1.2
Previous Greenbook 45 6.3 1.9 1.2
Energy 19.1 -85 -89 6.1
Previous Greenbook 19.1 -8.6 -11.3 45
Excluding food and energy 2.2 19 1.2 v
Previous Greenbook 2.2 1.9 1.0 5
Consumer price index 4.0 15 4 1.3
Previous Greenbook 40 15 3 11
Excluding food and energy 2.3 2.0 1.3 9
Previous Greenbook 2.3 2.0 1.3 7
GDP chain-weighted price index 2.6 2.0 1.6 .9
Previous Greenbook 2.6 2.0 1.6 .8
ECI for compensation of private
industry workers 30 24 18 13
Previous Greenbook 3.0 2.4 1.8 11
Compensation per hour,
nonfarm business sector 3.6 4.1 2.3 1.3
Previous Greenbook 3.6 4.1 2.2 11
Prices of core goods imports? 3.4 35 -33 1.1
Previous Greenbook 34 3.6 -4.2 1.1

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

The Long-Term Outlook

We have extended the staff forecast to 2013 using the FRB/US model, which was
adjusted to incorporate staff assessments of long-run potential output growth, fiscal
policy, and foreign economic conditions. The contour of the long-run outlook depends
on the following key assumptions:

e Monetary policy aims to stabilize PCE inflation at 2 percent in the long run,
consistent with the longer-term inflation projections provided by FOMC participants
in January. We have made no provision for further nontraditional policy actions in
the construction of this extension beyond those that have already been announced.
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The Long-Term Outlook
(Percent change, Q4 to Q4, except as noted)

Measure 2008 2009 2010 2011 2012 2013
Real GDP -0.8 -1.6 2.6 4.8 54 5.2
Civilian unemployment rate! 6.9 9.3 9.1 7.7 5.9 4.7
PCE prices, tota 19 0.7 10 0.8 0.9 11
Core PCE prices 19 1.2 0.7 0.7 0.8 11
Federal funds rate! 0.5 0.1 0.1 0.1 0.1 2.0

1. Percent, average for the final quarter of the period.

e Federal Reserve holdings of long-term Treasury securities, agency debt, and agency
MBS are allowed to run off gradually as the securities mature and mortgages in MBS
pools are refinanced. This strategy causes term premiums on Treasury bonds to
gradually move back up to their historical averages after 2010.

e Risk premiums on corporate bonds, mortgages, and corporate equity continue to fall
back toward historically more normal levels beyond 2010.

e The fiscal stimulus package continues to boost government spending beyond 2010,
reflecting the staff’s assumptions about the rate at which state and local governments
respond to increased grants. However, the level of government spending from this
source gradually fades and is small by 2013.

e Government budget deficits narrow after 2010. This improvement mostly reflects the
effects of the economic recovery on tax receipts and transfer payments.

e Beyond 2010, foreign real GDP expands 5 percent per year, on average, as the
economic recovery picks up speed abroad. The dollar is assumed to depreciate about
2%, percent per year in real terms. Nominal WTI crude oil prices rise gradually from
recent levels to a bit more than $70 per barrel by the end of 2013, consistent with
futures prices. Under these assumptions, movements in prices of energy and imports
have only minor implications for domestic inflation.

e The NAIRU remains flat at 4% percent, and potential GDP expands 2¥%2 percent per
year, on average, over the 2011-13 period.

The unemployment rate enters 2011 at a very high level, and inflation is well below the
assumed long-run target. Under the assumptions used to construct the baseline extension,
the federal funds rate remains at the effective lower bound through 2012. The lingering
effects of financial upheaval continue to fade after 2010, and the recovery in residential
construction gains momentum; coupled with stimulative monetary policy, these factors
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Alter native Scenarios
(Percent change, annual rate, from end of preceding period except as noted)

_ 2009 2012-
Measure and scenario 2010 | 2011 13
H1 | H2

Real GDP
Extended Greenbook baseline -3.9 .8 2.6 4.8 5.3
False dawn -58 -35 15 4.6 53
Typical recovery -3.9 6.2 3.6 4.6 4.2
Labor market damage -39 A 22 4.8 5.0
Anchored inflation expectations -3.9 .8 2.7 5.0 5.4
Deflation -3.9 8 25 4.6 4.9
Unemployment rate!
Extended Greenbook baseline 9.0 9.3 9.1 7.7 4.7
False dawn 9.2 101 105 9.1 5.7
Typica recovery 9.0 8.7 7.9 6.6 4.5
Labor market damage 9.2 9.9 9.9 85 5.8
Anchored inflation expectations 9.0 9.3 9.1 7.6 4.5
Deflation 9.0 9.3 9.1 7.8 5.0
Core PCE inflation
Extended Greenbook baseline 17 .8 7 7 .9
False dawn 17 7 4 4 5
Typical recovery 17 .8 .9 9 11
Labor market damage 18 .8 7 .8 1.0
Anchored inflation expectations 17 9 9 11 14
Deflation 11 -4 -4 -.6 -3
Federal funds rate!
Extended Greenbook baseline A A A A 2.0
False dawn A A A A A
Typical recovery A A A A 2.2
Labor market damage A A A A 2.0
Anchored inflation expectations A A A A 3.0
Deflation A A A A 2

1. Percent, average for the final quarter of the period.

Economic activity abroad also falters, depressing demand for U.S. exports. Buffeted by
these shocks, real GDP contracts at an annual rate of 5% percent in the first half of this
year and 3% percent in the second half. In 2010, the economic recovery begins, but at a
pace noticeably below its potential. The unemployment rate peaks at 10% percent next
year, and core PCE inflation edges below % percent. Beyond 2010, the recovery
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Selected Greenbook Projectionsand 70 Percent Confidence Intervals Derived
from Historical Greenbook Forecast Errorsand FRB/US Simulations

Measure 2009 2010 2011 2012 2013
Real GDP
(percent change, Q4 to Q4)
Projection -1.6 2.6 4.8 5.4 5.2
Confidenceinterva
Greenbook forecast errors -28--3 1.043 - . .
FRB/US stochastic simulations -26--5 1342 3.365 3.7-7.2 3.0-6.8
Civilian unemployment rate
(percent, Q4)
Projection 9.3 9.1 7.7 5.9 47
Confidenceinterva
Greenbook forecast errors 8.8-9.8 8.3-9.8 e e e
FRB/US stochastic simulations 8.8-9.7 8.3-9.7 6.7-8.5 4.8-6.8 3.85.7

PCE prices, total
(percent change, Q4 to Q4)

Projection 0.7 10 0.8 0.9 11
Confidence interval
Greenbook forecast errors .0-14 -2-2.2 - . .
FRB/US stochastic simulations 2-1.3 2-1.9 -.1-1.8 .0-1.9 .2-2.0

PCE prices excluding
food and energy
(percent change, Q4 to Q4)

Projection 12 0.7 0.7 0.8 11
Confidence interval
Greenbook forecast errors 8-1.7 -1-14 - . .
FRB/US stochastic simulations .8-1.7 .0-14 -1-15 .0-1.7 .2-1.8

Federal funds rate

(percent, Q4)
Projection 0.1 0.1 0.1 0.1 2.0
Confidenceinterva

FRB/US stochastic simulations d-1 A-1 A1-1 1-2.9 1-5.2

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

Hm Extended Greenbook baseline I Typical recovery 3 Anchored inflation expectations
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Real GDP Unemployment Rate
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Evolution of the Staff Forecast
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International Developments

Following the substantial macroeconomic and financial policy actions of the last several
months, the decline in foreign economic activity appears to be moderating and investor
sentiment and financial market functioning have improved somewhat. Industrial
production has started to move up in some emerging market economies, such as China,
Korea, and Brazil, but more widespread indications of stabilization abroad remain
tenuous. After dropping sharply in the first quarter, foreign economic activity through
the remainder of 2009 is projected to evolve at rates a bit above those in the March
Greenbook, still contracting in the second quarter and becoming slightly positive in the
latter half of the year. We see the risks to this projection as being a bit less skewed to the
downside than in March, but the outlook remains very uncertain.

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

2008 Projection
Indicator 2009
H1 H2 2010

Q1 Q2 H2
Foreign output 1.7 -3.5 -7.2 -2.4 .8 2.8
Previous GB 1.7 -3.4 -6.7 -2.9 3 2.3
Foreign CPI 5.0 1.8 -.8 15 1.6 1.6
Previous GB 5.0 1.7 -15 1.1 15 1.5

Contribution to growth
(percentage points)

U.S. net exports 1.8 4 1.0 .6 -.6 -5
Previous GB 1.8 2 1 .0 -7 -4

NoTe. Changes for years are measured as Q4/Q4; half-years are Q2/Q4 or
Q4/Q2.

Commodity prices have started to turn up some, but with output below potential in most
foreign economies, consumer price inflation abroad remains subdued. We estimate that
foreign consumer prices dropped % percent at an annual rate in the first quarter and
project that prices will rise at roughly a 1% percent pace over the remainder of 2009 and
2010, about the same as in the March Greenbook. Spot oil prices moved up about
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Staff Projections of Selected Trade Prices

(Percent change from end of previous period, annual rate, excepted as noted)

2008 Projection
Trade category 2009
H1 H2 2010
Q1 Q2 H2
Imports
Core goods 95 -2.2 -9.7 -3.0 -1 11
Previous GB 9.5 -20 -10.0 -4.7 -8 1.1
Oil (dollars per barrel) 108.65 68.74 43.40 47.32 51.32 58.86
Previous GB 108.65 68.74 41.46 43.09 44,79 50.51
Exports
Core goods 13.0 -120 -101 -2.3 T 1.2
Previous GB 13.0 -109 -10.9 -5.2 -3 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 multi-quarter periods is the price for the final quarter of the
period. Imported oil includes both crude oil and refined products.

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

2008 Projection
Measure 2009
H1 H2 2010
Q1 Q2 H2
Real imports -41 -108 -31.1 -7.2 4.1 5.1
Previous GB -41 -100 -19.7 -4.7 3.2 3.8
Real exports 86 -11.3 -314 -34 -7 2.3
Previous GB 8.6 -11.3 -23.6 -5.6 -2.3 1.0

Note: Changes for years are measured as Q4/Q4; half-years are measured as Q2/Q4

or Q4/Q2.
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Alternative Simulation:
Weaker Foreign GDP and Stronger Dollar
(Percent change from previous period, annual rate, except as noted)

2009 2010 -
Indicator and simulation 2011 201132
H1 H2 H1 H2

U.S. real GDP
Baseline -3.9 8 2.2 3.1 4.8 53
Weaker foreign GDP and stronger dollar -4.2 -9 0 1.9 4.5 5.6
U.S. PCE prices
excluding food and energy
Baseline 1.7 8 v .6 v 9
Weaker foreign GDP and stronger dollar 14 | .0 2 .5 9
U.S federal funds rate
(percent)
Baseline 1 1 1 A1 1 2.0
Weaker foreign GDP and stronger dollar 1 1 | 1 1 1.6
U.S. trade balance
(percent share of GDP)
Baseline 27 29 -33 -34 -36 -39
Weaker foreign GDP and stronger dollar 31 40 -48 -48 -47 -40

NoTE. H1is 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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Part 1: Summary and Outlook, April 22, 2009

The Role of the Zero Lower Bound in Amplifying Foreign Shocks

In this box, we show that external
disturbances can pose a much greater
risk to domestic economic activity when
monetary policy is constrained by the
zero lower bound than when policy is
unconstrained.

The solid lines in Figure 1 reproduce the
previously discussed alternative
simulation, showing the effects of
foreign demand and risk premium shocks
on key U.S. variables. In this scenario,
the federal funds rate responds according
to a Taylor rule but is constrained by the
zero lower bound over the period shown.
All simulation results are reported as
deviations from baseline.

The dashed lines show the response to
the same shocks in a different scenario,
in which the federal funds rate is
unconstrained and allowed to fall below
the zero lower bound. In this case, the
shocks have a depressing effect on U.S.
real net exports through both weaker
foreign activity and an appreciation of
the dollar. This fall in external demand
causes the level of U.S. GDP to decline
more than 1 percent below baseline in
2010, while core PCE price inflation
declines 0.4 percentage point. However,
the contractionary effects of the shock
are alleviated by the impact of a decline

in the real interest rate on private
absorption, reflecting an easing of
monetary policy.

When policy is constrained by the zero
bound, the shocks have nearly the same
effect on U.S. net exports, but the decline
in U.S. GDP is about three times larger.
The zero bound constraint keeps nominal
interest rates from declining in the face
of lower expected inflation, inducing a
pronounced rise in the real interest rate.
As a result, U.S. domestic absorption
falls sharply, reinforcing the deflationary
effects of the shocks.

The constrained simulation assumes that
U.S. monetary policymakers do not
engage in unconventional forms of
stimulus. Such policies would bring the
effects of the shocks closer to those seen
when the federal funds rate is
unconstrained.
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Figure 1
(Deviation from Baseline)
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Evolution of the Staff Forecast

Current Account Balance
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Labor Market Indicators

Unemployment Insurance

Milli Th d
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| (left scale)
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Initial claims
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Note: 4-week moving averages.
Source: U.S. Dept. of Labor, Employment and Training
Administration.

Job Openings

Percent of private employment
plus job openings

Index, 1980=100
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Help Wanted
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*Index of staff composite help wanted advertising as a percent
of private payroll employment. i

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

Net Hiring Plans
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Note: Percent planning an increase in employment
minus the percent planning a reduction.

Source: National Federation of Independent Business
(NFIB); Manpower, Inc.
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Layoffs and Job Cuts

Thousands Percent of private employment 24
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Note: Job cuts seasonally adjusted by FRB staff.
Source: For layoffs and discharges, Job Openings and
Labor Turnover Survey; for job cuts, Challenger, Gray,
and Christmas, Inc.
Job Availability and Hard-to-Fill Positions
Percent Index 150
— 130
Job availability* 4110
(right scale)
— 90
— 70
Hard-to-fill** ) Mar. =] 50
(left scale, 3-month moving average)
- — 30
L 110

[ I I
1999 2001 2003 2005 2007 2009

*Proportion of households believin %obs are plentiful, minus
the proportion believing jobs are hard to get,_ lus 100.
**Percent of small businesses surveyed with at least one
"hard-to-fill"* job openln_P. Seasonally adjusted by FRB staff.
Source: For job availability, Conference Board; for hard-
to-fill, National Federation of Independent Business.

Expected Labor Market Conditions

Index
— — 120
Conference Board
— 105
— 90
— 75
Mar.

Reuters/Michigan Apr. ] 60
®
- — 45
| | | | | | 1 139
1999 2001 2003 2005 2007 2009

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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Production of Domestic Light Vehicles
(Millions of units at an annual rate except as noted)

2008 2009 2009
Item Q3 Q4 Q1 Q2 Mar. Apr. May June
U.S. production? 84 7.1 4.4 5.9 4.8 5.8 6.1 5.7
Autos 41 33 1.6 2.6 19 25 2.7 25
Light trucks 4.3 3.7 2.8 33 3.0 33 34 31
Days' supply? 76 98 93 n.a 89 n.a n.a n.a
Autos 67 98 94 n.a 86 na n.a n.a
Light trucks 84 99 92 na 91 na n.a na
Inventories® 241 2.47 2.04 n.a 2.04 na n.a n.a
Autos 0.96 114 0.92 n.a 0.92 n.a n.a n.a
Light trucks 144 1.33 111 n.a 111 n.a n.a n.a
Memo: U.S. production,
total motor vehicles* 8.6 7.3 4.6 6.1 51 6.0 6.3 5.9

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

1. Production rates for April, May, June, and the second 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
3.50

3.25
3.00
2.75
2.50
2.25
Mar. 2.00

lllllllllllllllllllllllllllllllllllllllllllllllll 1.75
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

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

Days’ Supply of Light Vehicles

— Using sales in current month
— — Using 3-month moving average of sales -1 100

— 90
— 80
— 70
— 60
— 50
— 40

lllllllllllllllllllllllllllllllllllllllllllllllll 30
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

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

MPU Shipments and Intel Revenue
Billions of dollars, ratio scale

- +Q2 ]
- Worldwide MPU shipments

Q1

o e b b by b b s 1y |

2002 2003 2004 2005 2006 2007 2008 2009
Note: FRB seasonals. MPU is a microprocessor unit. Q2 Intel
revenue is the company’s internal forecast as of April 14, 2009.
MPU shipments include Semiconductor Industry Association
(SIA) data through February and a staff estimate for March.
Source: Intel; SIA.

U.S. Personal Computer and Server Absorption
Millions of units, ratio scale

Millions of units, ratio scale

[~ Servers (left scale)

Q1

B PCs (right scale) —

B +Q1 _|]
11 1 I 11| I 11| I 1l 1 I 111 I 11| I 11 1 I 111
2002 2003 2004 2005 2006 2007 2008 2009

Note: FRB seasonals. Q1 server units are a forecast produced
by International Data Corporation (IDC). Q1 PCs are constructed
using IDC’s Top 5.

Source: IDC.

Circuit Board Orders and Shipments
Billions of dollars

Orders
Shipments
Feb.
lllllllllllllllllllllllllllllll
2002 2003 2004 2005 2006 2007 2008 2009

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

18.0
17.0
16.0
15.0
14.0

13.0
125
12.0
115
11.0
105

140
130
120
110
100
90
80
70
60

FRB Chip Inventory Index
2006 = 100

Q4

oo b b b by by b by

2002 2003 2004 2005 2006 2007 2008 2009

Note: The staff's chip inventory index is a sales-weighted
chain-type index constructed from financial data for 10 major
chip manufacturers.

Source: Financial reports.

High-Tech Spending Plans

Diffusion index

Q1

v b b b b

2003 2004 2005 2006 2007 2008 2009
Note: Based on survey question on firms’ plans to increase or

160

140

120

100

80

920

80

70

60

50

40

decrease their spending on high-tech equipment in the next 12 months.

Source: NABE Industry Survey.

Bookings and Billings for Semiconductor
Equipment

Billions of dollars

— Bookings
Billings

Mar.—

llllllllllllllllllllllllllllllll

2002 2003 2004 2005 2006 2007 2008 2009

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

2.0
18
16
1.4
1.2
1.0
0.8
0.6
0.4
0.2
0.0
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Sales of Light Vehicles
(Millions of units at an annual rate; FRB seasonals)

2008 2009
Category 2008 Q3 Q4 Q1 Jan. Feb. Mar.
Total 13.1 12.9 10.3 9.5 9.5 9.1 9.8
Autos 6.7 6.6 5.2 4.8 4.6 4.6 51
Light trucks 6.4 6.3 51 4.7 5.0 45 4.7
North Americant 9.8 9.7 7.7 6.8 6.9 6.3 7.1
Autos 45 4.4 36 3.0 29 29 33
Light trucks 53 53 41 3.7 40 35 38
Foreign-produced 33 32 2.6 27 27 2.8 2.8
Autos 2.2 2.2 1.7 17 17 1.7 1.8
Light trucks 11 1.0 9 1.0 1.0 1.0 1.0
Memo:
Detroit Three domestic
market share (percent)? 47.6 46.7 475 43.2 43.1 43.4 445

50

40

10 p (left scale)

0

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. Domestic market share excludes sales of foreign brands affiliated with the Detroit Three.

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

Car-Buying Attitudes

Percent

30

20

Rates are high/credit is tight

B Appraisal of car-buying conditions (right scale)

lllllllllllllllllllllllllllllllll 0

— 180

— 160

— 140

— 120

— 100

80
60
AP 140

— 20

2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: Reuters/University of Michigan Surveys of Consumers.

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

llllllllllllllllllllllllllllllllll

000

2600

2200

1800

1400

1000

2002 2003 2004 2005 2006 2007 2008 2009 2010

Note: Seasonally adjusted weighted average of customer
cash rebate and the present value of interest rate reduction.
April figure is based on data through April 12.

Source: J.D. Power and Associates.
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Fundamentals of Household Spending

Household Net Worth
and Dow Jones Total Market Index

Index Ratio
- Ratio of household 7]
net worth to DPI*
(right scale) ]
Total Market Index Apr. 21
| (left scale) Q4
IIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIII
1999 2001 2003 2005 2007 2009

* The value for 2004:Q4 excludes the effect on income of
the one-time Microsoft dividend in December 2004.

Source: Federal Reserve Board; U.S. Department of
Commerce, Bureau of Economic Analysis; Wall Street Journal.

Personal Saving Rate

Percent

W/“MVMJV

IIIlIIIlIIIlIIIllIIlIIIlIIIlIIIlIIIlIIIlIIIlI
1999 2001 2003 2005 2007 2009
Note: The value for December 2004 excludes the effect
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

Conference Board
(left scale)

6.5

6.0

55

— 5.0

4.5

IIJ_LIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlJ_I_LlIIIlIIIlIIIlIIIlIIIlIII

Change in Real Disposable Personal Income

12-month percent change

Feb.

IIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlI
1999 2001 003 2005 2007 2009
Note: Values for December 2004 and December 2005

exclude the effect on income of the one-time Microsoft dividend

in December 2004.
Source: U.S. Department of Commerce, Bureau of
Economic Analysis.

Target Federal Funds Rate
and 10-Year Treasury Yield

Percent

Treasury
yield

Federal
I~ funds ]
rate
B Apr. 21 7]
IIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlI
1999 2001 2003 2005 2007 2009
Source: Federal Reserve Board.
1966 = 100
Reuters/ NBER peak
Michigan
(right scale) -
Apr. T
(V)
Mar. —
11l l L1 l 1

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 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.
(p) Preliminary.

Source: Reuters/University of Michigan Surveys of Consumers; Conference Board.
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M
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14

1.2

1.0

0.8
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0.4
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(annual rate)

Indicators of Single-Family Housing

New Single-Family Home Sales

illions of units Millions of units
(annual rate)

Total (left scale)

Large homebuilders
(right scale)

Feb

2l

IIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlI
001 2003 2005 2007 2009
Source: For total, Census Bureau: for large homebuilders,

National Association of Home Builders.

Mi
6.5

6.0

55

5.0

4.5

4.0

3.5 U

(annual rate)

Existing Single-Family Home Sales
llions of units

Existing home sales
(left scale)

Pending home sales
(right scale)

Feb.
Feb.

' FEE PR PR PR SR AR SRWE Fw
2001 2003 2005 2007 2009

Source: National Association of Realtors.

Prices of Existing Homes

[~ = LP price index

Monthly FHFA purchase-only index Jan.

20-city S&P/Case-Shiller monthly price index

2001

b b b by bena b b n i b aa by
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.

Index (2001=100)

0.5

0.4

0.3

0.2

0.1

140

130

120

110

100

90

80

70

Percent change from year earlier 20

15

600

550

500

450
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Inventories of New Homes
and Months’ Supply

Thousands of units Months
- Feb. ]

Inventories of new homes -
- (left scale)

B Feb. —
= Months’ supply (right scale) —
111 l 11 l 111 l L1l l 111 l L1l l 111 l 111 l 111 l 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

30-year conforming FRM

Apr.

L

IIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIII
2001 2003 2005 2007 2009
Note: The April reading is a 2-week moving average of data

available through Apr. 15, 2009. FRM is a fixed-rate mortgage.
Source: Federal Home Loan Mortgage Corporation.

House Price Expectations

Diffusion index

_\/\’\/WW Apr. ()

5 years ahead

Apr.(p)
1 year ahead T

2009

2007 2008

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

PN WA OO N 00O

7.5

7.0

6.5

6.0

5.5

5.0

80

60

40

20

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
- - 2
—/ \ 0
- ;/ Q4{ .2
II_IJ_IIIIIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlIIIlJ_I_LlIIIlIIIlIIIlIIIlIIIlIIIIIIlII_4
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008
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 chanﬂa 20 . Percei 20
- - 15 = — 18
NBER peak
- — 16
— NBER peak - 10
Non-high-tech 10-year high-yield — 14
] A "1,
W A7 e
- — -5
- — -10 | 6
High-tech 10-year BBB
S S 1 o I Y N Y A T Y I
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009
Source: Staff calculation. Note: End of month. April value as of Apr. 21.
Source: Merrill Lynch.
NFIB: Survey on Loan Availability Surveys of Business Conditions
Percent Percent Diffusion index
0 — — 18 — — 95
NBER peak _ — ISM
— 14 -—— Phi i
16 Credit expected to be tighter (right scale) Mar._ T Philadelphia Fed NBER peak -8
— 10
12 Mar.—
— 6
8 — 2
—-2
4 =
—-6
0
Credit more difficult to obtain (left scale) —1-10
/90 N I T I S N I I I et 1 A Y N T '

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009
Note: Of borrowers who sought credit in the past three
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).

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 Q4 and by staff projection thereafter)

Total Structures

Billions of chained (2000) dollars

v b b b bena bvaa b beva by baan bena Iy
1999 2001 2003 2005 2007 2

Source: Census Bureau.

Manufacturing and Power
Billions of chained (2000) dollars
Feb.

Manufacturing

v b b b bya bvaa b beva by beaan beaa by
1999 2001 2003 2005 2007 2009

Source: Census Bureau.

Vacancy Rates

Percent

Office

Industrial

Retail

v b b b by bva b beva b bean beaa by
1999 2001 2003 2005 2007 2009

Note: Industrial space includes both manufacturing
structures and warehouses.
gPrellmma .
ource: Torfo Wheaton Research.
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3.0
25
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15
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-15
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Office, Commercial,
Communication, and Other

Billions of chained (2000) dollars

Feb.
Other

Commercial

Office

Feb

vl b beve by bens s b Lo e e
2001 2003 2005 2007

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
(right scale)

Apr.

vl b b b benn s v beaa e beaa
1999 2001 2003 2005 2007 2009

Note: The April readings for drilling rigs are based on
data through April 17, 2009. Both series are seasonally
adjusted by FRB staff.

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

Architectural Billings and
Nonresidential Construction Employment

Percent

Billings (right scale)

Change in
employment (left scale)

v b b b b bens b s bvaa beaa e beaa
1999 2001 2003 2005 2007 2009
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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.



11-32

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

Total Gasoline Margin
Cents per gallon
[ Retail price less average spot crude price* ]

— Apr. 20

l 11 11 1 l 11 1 1 l
2005 2006 2007 2008
* Regular grade seasonally adjusted by FRB staff,
less average spot crude price: 60% West Texas intermediate,
40% Maya heavy crude. Includes gasoline taxes.

1 lll lll

1
2009

Gasoline Inventories

Millions of barrels

—— Adjusted for ethanol use*

Apr. 17

1 1 1 1 1 1 1 1 1 1 1 1
2006 2007 2008 2009
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 December 2008,

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 and Core Prices

12-month percent change

Food and beverages

Mar* _|

Core (ex. food and energy)

l 11 1 11 1 11 1 11 1 11 1
2005 2006 2007 2008 2009
*Staff estimate.
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215
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175

Source: U.S. Dept. of Commerce, Bureau of Economic Analysis.

Gasoline Price Decomposition

Cents per gallon

— 450
- — 400
- — 350
.
B Rack price Retail price 1 300
- — 250
- — 200
- Apr. 20— 150
= Average spot crude price** — 100
l 11 1 l 11 1 l 11 1 l 11 1 l 11 1 l 50
2005 2006 2007 2008 2009
* Regular grade seasonally adjusted by FRB staff.
** 60% West Texas intermediate, 40% Maya heavy crude.
Natural Gas Prices
Doll illion BT
o ollars per million U_ 16

8
6
4
- -2
llllllll llllllllllllo
2005 2006 2007 2008 2009
Note: National average spot price.
Source: Bloomberg.
Spot Agricultural Commodity Prices
l4Do_Hars per bushel Dollars per bushil 16
= Corn (left scale)
12 |- — Soybeans (right scale) - 14
—— Wheat (right scale) a
10 12
— 10

Source: Commodity Research Bureau.

111 111 111 [ [
2005 2006 2007 2008 2009
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Broad M easur es of | nflation

(Percent change, Q4 to Q4)

Measure 2005 | 2006 | 2007 | 2008
Product prices
GDP priceindex 35 2.8 2.6 2.0
Less food and energy 33 3.0 23 17
Nonfarm business chain price index 3.6 24 20 2.0
Expenditure prices
Gross domestic purchases price index 4.0 25 33 20
Lessfood and energy 3.2 29 23 2.1
PCE price index 33 19 35 1.9
Less food and energy 2.2 2.3 22 1.9
PCE price index, market-based components 31 16 33 1.8
Less food and energy 17 2.0 1.8 18
CPI 3.8 19 4.0 15
Less food and energy 2.1 2.7 23 2.0
Chained CPI 3.2 17 3.6 11
Lessfood and energy 18 2.3 19 15
Median CPI 25 31 3.0 3.0
Trimmed mean CPI 2.6 26 2.8 29
Trimmed mean PCE 25 2.8 2.6 24

Source: For CPI, U.S. Dept. of Labor, Bureau of Labor Statistics; for all else, U.S. Dept. of Commerce,

Bureau of Economic Analysis.

Surveys of Inflation Expectations

(Percent)
Reuters/Michigan Survey Professional
forecasters
Acc:gjlal lyear? 5to 10 years?® (10 years) 4
Period inflation?® Mean Median Mean Median CPI PCE
2007:Q2 2.7 4.2 33 35 3.0 24 2.0
Q3 24 4.1 3.2 35 3.0 24 2.1
Q4 40 4.1 3.3 33 2.9 24 21
2008:Q1 41 4.2 3.8 33 3.0 25 2.2
Q2 4.4 6.4 5.0 3.8 33 25 2.2
Q3 5.3 54 47 3.6 31 25 2.2
Q4 16 3.0 2.8 2.9 2.8 25 2.2
2009:Q1 .0 24 2.0 33 29 24 2.2
2008:Dec. A 17 17 2.6 2.6
2009:Jan. .0 25 2.2 34 2.9
Feb. 2 2.3 19 35 31 24 2.2
Mar. -4 24 2.0 2.9 2.6
2009:Apr.(p n.a 34 3.0 2.8 2.7

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 pricesto 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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Measures of Expected Inflation

Survey Measures (Reuters/University of Michigan) b .
ercen

_Quarterly

Median, next 5 to 10 years

- Median, next 12 months

I I e v v v

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
i for PCE inflation

Distributed lag of
~ core PCE inflation

I O O O O 1 T A v I

1973 1977 1981 1985 1989 1993 1997 2001 2005 2009

12

10

12

10

Percent
Monthly

Apr.(p)
llllllllllllllllllll
2005 2006 2007 2008 2009

Percent
Quarterly

lllllllllllllllllll

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
Percelt

_Quarterly

5 to 10 years ahead

— Next 5 years —

llllllllllllllllllllllllllllllllll

2001 2002 2003 2004 2005 2006 2007 2008 2009
Note: Based on a comparison of an estimated TIPS (Treasury inflation-protected securities) yield curve with an estimated nominal

off-the-run Treasury yield curve, with an adjustment for the indexation-lag effect.
Source: FRB staff calculations.

Percent

llllllllllllllllllll_

2005 2006 2007 2008 2009
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Commodity Price Indexes

Journal of Commerce Ratio scale, 2006 = 100
180
\ 140
|
A ““ 100
Industrials
\ fApr. 21
' 60
Metals
‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ 30
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009

Note: The Journal of Commerce (JOC) industrial price index is based almost entirely on industrial commodities, with a small
weight given to energy commodities. Copyright for JOC data is held by CIBCR, 1994.

Commodity Research Bureau
Ratio scale, 1967 = 100

650
* 550
R Apr.21 {450
Spot industrials V‘W
¢ 350
o
250
Futures
150
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009

Note: The Commodity Research Bureau (CRB) spot industrials index consists entirely of industrial commodities, excluding
energy. The CRB futures index gives about a 60 percent weight to food commodities and splits the remaining weight roughly
equally among energy commodities, industrial commodities, and precious metals.

Selected Commodity Price Indexes

(Percent change)

12/30/08 | 3/10/092| 52-week

to to changeto

Index 2008' | 3/10/092 | 4/21/09 | 4/21/09
JOC industrials -41.4 1.0 8.3 -45.5
JOC metals -48.2 8.2 13.3 -51.8
CRB spot industrials -34.3 15 8.2 -31.3
CRB spot foodstuffs -14.1 -3.0 7.9 -23.4
CRB futures -24.7 -1.3 6.0 -33.0

1. From the last week of the preceding year to the last week of the year indicated.
2. March 10, 2009, is the Tuesday preceding publication of the March Greenbook.
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Selected Financial Market Quotations
(One-day quotes in percent except as noted)

Changeto Apr. 21 from
2007 2009 selected dates (percentage points)
Instrument 2007 2009 2009
Aug. 6 Jan. 27 Mar. 17 Apr. 21 Aug. 6 Jan. 27 Mar. 17
Short-term
FOMC intended federal fundsrate 5.25 13 13 13 -5.12 .00 .00
Treasury billst
3-month 474 13 .24 15 -4.59 .02 -.09
6-month 472 32 44 34 -4.38 .02 -.10
Commercial paper (AL/P1 rates)?
1-month 5.26 .29 44 .29 -4.97 .00 -15
3-month 5.29 2.04 .66 .35 -4.94 -1.69 -31
Large negotiable CDs!
3-month 534 1.08 1.08 .90 -4.44 -.18 -.18
6-month 5.27 157 1.83 1.50 -3.77 -.07 -33
Eurodollar deposits3
1-month 5.33 75 1.00 .90 -4.43 15 -.10
3-month 5.35 175 1.65 1.50 -3.85 -25 -15
Bank prime rate 8.25 3.25 3.25 3.25 -5.00 .00 .00
Intermediate- and long-term
U.S. Treasury?
2-year 4.49 .68 1.04 .90 -3.59 22 -14
5-year 452 174 214 1.96 -2.56 22 -.18
10-year 4.82 3.17 347 3.27 -1.55 .10 -20
U.S. Treasury indexed notes®
5-year 243 184 2.04 161 -.82 -23 -43
10-year 248 197 2.26 1.99 -.49 .02 -27
Municipal general obligations (Bond Buyer)® 451 5.13 5.03 4.78 27 -.35 -.25
Private instruments
10-year swap 544 2.84 314 2.99 -2.45 15 -15
10-year FNMA7 534 3.65 4.04 3.88 -1.46 .23 -.16
10-year AA8 6.12 6.03 6.99 6.29 17 .26 -.70
10-year BBBS 6.57 8.94 9.25 8.63 2.06 -31 -.62
10-year high yield® 9.21 14.68 16.41 13.37 4.16 -1.31 -3.04
Home mortgages (FHLMC survey rate)
30-year fixed 6.59 5.10 4.98 4.82 -1.77 -.28 -.16
1-year adjustable 5.65 4.90 491 491 -74 .01 .00
Changeto Apr. 21
Record high 2009 from selected dates (percent)
Stock exchange index Record 2009 2009
Level Date Jan. 27 Mar. 17 Apr. 21 high Jan. 27 Mar. 17
Dow Jones Industrial 14,165 10-9-07 8,175 7,396 7,970 -43.74 -2.51 7.76
S& P 500 Composite 1,565 10-9-07 846 778 850 -45.69 52 9.25
Nasdag 5,049 3-10-00 1,505 1,462 1,644 -67.44 9.23 12.43
Russell 2000 856 7-13-07 456 404 470 -45.07 318 16.47
D.J. Total Stock Index 15,807 10-9-07 8,524 7,878 8,695 -44.99 2.00 10.37
1. Secondary market.
2. Financial commercial 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:

August 6, 2007, is the day before the August 2007 FOMC meeting.
January 27, 2009, is the day before the January 2009 FOM C monetary policy announcement.

March 17, 2009, is the day before the most recent FOMC monetary policy announcement.
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Policy Expectations and Treasury Yields

Interest Rates

Percent Percent
[ FOMC Employment Retail sales - 24
[~ statement report report 495
B Public Private '
B Investment 4 20
B ,\’I/"’\M Program 10-year Treasury yield
B announcement (left scale) WWWM 118
[ e M«W 4156
- (T T i, e ‘ R e - ST -1 14
B Mar. 2010 i
| Eurodollar
| (right scale) 110
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 0.8
Mar. 17 Mar. 20 Mar. 25 Mar. 30 Apr. 2 Apr. 7 Apr. 10 Apr. 15 Apr. 20
Note: 5-minute intervals. 8:00 a.m. to 4:00 p.m. No adjustments for term premiums.
Source: Bloomberg.
Treasury Yield Curve 10-Year Treasury Implied Volatility
Percent Basis points
— — 50 — — 14
Dailly Mar.
L 4 45 FOMC
L ooz - 40 ~ -1 12
R March 17, 2009,..--~~ 435
- 4 10
P 3.0 Apr.
- —4 2
April 21, 2009 > - 21- 8
- - 20
= -1 15 = -4 6
- - 1.0
- - 05 - 4 4
1 1 1 1 1 [ I N W A IO O O O A
1 3 5 7 10 20 Jan. May Sept. Jan. May Sept. Jan.
~ Years ahead 2007 2008 2009
Note: Smoothed yield curve estimated from off-the-run Treasury Note: 10-year Treasury note implied volatility derived from
coupon securities. Yields shown are those on notional par Treasury options on futures contracts.
securities with semiannual coupons. Source: Bloomberg.
Source: Federal Reserve Bank of New York.
Implied Federal Funds Rate Inflation Compensation
Percent Percent
_ — 25 Daily Mar. 7] °
| Fomc |,
B 1 20 5 to 10 years ahead
P - - 3
My
April 21, 2009 L5 - 1 2
Next 5 years* Apr.
----- - 41
- 4 1.0 21
March 17, 2009
- 4 05
------- B 9 -1
| I TN T T N T N N N N N N N | 0.0 | N T N N T T N T N T B AN -2
May Sept. Jan. May Sept. Jan. May Jan. May Sept. Jan. May Sept. Jan.
2009 2010 2011 2007 2008 2009
Note: Estimated from federal funds and Eurodollar futures, Note: Estimates based on smoothed nominal and inflation-indexed
with an allowance for term premiums and other adjustments. Treasury yields.
Source: Chicago Mercantile Exchange; Chicago Board of *Adjusted for lagged indexation of Treasury inflation-protected
Trade. securities.

Source: Federal Reserve Bank of New York.
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Federal Reserve Purchase Programs and Facilities

Total Federal Reserve Assets

Billions of dollars

—. — 2600
Weekly Mar.
o 2400
- 2200
o 2000
- 1800
o 1600
- 1400
o 1200
o 1000
1 1 800
Jan. Mar. May July Sept. Nov. Jan. Mar May July Sept. Nov. Jan. Mar.
2007 2008 2009
Source: Board of Governors of the Federal Reserve System, Statistical Release H.4.1, "Factors Affecting Reserve Balances."
Securities Held Outright Primary Credit
Billions of dollars Billions of dollars
— 550 — 150
Daily Mar. Daily Mar.
- FQMC/_,_F - 500 FOMC
- A - 450 o - 125
Treasury notes and bonds pr.
- 20 - 400 Total
| (/ 4 350 - -1 100
- | - 300 75
» j -1 250 Foreign
B A | T 202 = 4 so
- enc 15
l?/lBSy I Agency
B || dent” - 200 5 Apr. J o5
- Treasury bills T 4 50 21
i el W e S S R ) 10 - L1 , J o
Sept. Nov. Dec. Jan. Feb. Mar Apr. Mar May July Sept. Nov. Jan. Mar.
2008 2009 2008 2009
Source: Federal Reserve Board. Source: Federal Reserve Board.
Term Auction Facility Other Credit Extensions
Billions of dollars Billions of dollars
_D il Mar i _D il Mar
ai - | Dai R . -
i FOMC - 550 oo FOMC 350
o g - 500 = 4 300
- A -1 450
| pr. | N
21 400
- - 350 |
o -1 300
L - 250 -
o +— = 200
Total -
o - 150
o - 100 -
- Foreign - 50
I TN Y NN TN N NN NN N TN NN (N NN A N W Y 4 0
Dec. Feb. Apr. June Aug. Oct. Dec. Feb. Apr. Sept. Oct. Nov. Dec. Jan. Feb. Mar Apr.
2007 2008 2009 2008 2009

Source: Federal Reserve Board.

Note: AMLF is the Asset-Backed Commercial Paper Money Market
Mutual Fund Liquidity Facility; AIG is American International Group, Inc.;
CPFF is the Commercial Paper Funding Facility; PDCF is the Primary
Dealer Credit Facility.

* Data for AIG extend through April 20.

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

S&P Banks Equity Index
Mar. 17, 2009 = 100, ratio scale

:_Dai|y Mar. o
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Source: Bloomberg.

S&P Insurance Equity Index
Mar. 17, 2009 = 100, ratio scale

[ Daily Mar. ~J
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21
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Source: Standard & Poor’s.
Libor over OIS Spread
Basis points
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Senior CDS Spreads for Bank Holding Companies
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Note: Median spreads for 6 bank holding companies.
Source: Markit.
Selected FDIC-Guaranteed Spreads
Basis points
[ Dail " Mar. ]
LA — Citigroup FOMC 20

- JPMorgan Chase T
; Wells Fargo

Dec. Feb.
2008 2009
Note: Spreads to comparable-maturity Treasury securities for
issues maturing around year-end 2011.
Source: Bloomberg.

Jan. Apr.

Spreads on 30-day Commercial Paper
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— 800
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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.
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Corporate Yields, Risk Spreads, and Stock Prices

Selected Stock Price Indexes
Mar. 17, 2009 = 100

[ Daily T
B March b
FOMC .

S&P Financial

S&P 500

Apr.
21

Feb. Apr. June Aug. Oct. Dec. Feb. Apr.
2008 2009
Source: Standard & Poor’s.
Implied Volatility on S&P 500 (VIX)
Percent

— Weekly Friday* -

2003 2005 2007 2009
* Latest observation is for most recent business day.
Source: Chicago Board of Exchange.
Corporate Bond Spreads
Basis points

Daily
March

Apr.

- 21 ]
10-year high-yield
i 10-year BBB i
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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* Trend earnings are estimated using analysts’ forecasts of
year-ahead earnings from I/B/E/S.

+ 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 -
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Note: Yields from smoothed yield curves based on Merrill Lynch
bond data.
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for Corporate Bonds
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Source: Staff estimate using data from the National Assn. of
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Business Finance

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

2008 2009
Type of security 2005 2006 2007 H1 H2 Q1 Apr.P
Nonfinancial corporations
Stocks! 46 47 55 35 40 29 25
Initial public offerings 17 18 1.6 .6 A 3 .0
Seasoned offerings 2.8 29 38 29 3.9 2.6 25
Bonds? 187 29.3 35.1 36.0 194 55.0 28.0
Investment grade 8.7 131 175 249 14.2 41.6 20.0
Speculative grade 5.2 6.2 75 31 4 25 4.0
Other (sold abroad/unrated) 4.8 10.1 10.0 8.0 4.8 10.9 4.0
Memo
Net issuance of commercial paper3 -2 24 -4 -5 3.7 -12.7 11.0
Change in C&| loans at
commercial banks® 9.6 117 209 134 9.0 -10.6 -16.0
Financial corporations
Stocks! 5.0 53 86 17.2 929 9 8.0
Bonds? 1704 180.6 151.7 66.2 24.6 384 20.0

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 original 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.

Components of Net Equity Issuance
Billions of dollars

Selected Components of Net Debt Financing
Billions of dollars

Monthly rate, nonfinancial firms Monthly rate, nonfinancial firms
Commercial paper* L Il rublic issuance -
C&l loans* Private issuance
I~ — 60
[ ] Bonds* Repurchases
— Total B Cash mergers . -1
— — Total HL Q3 Q4
- — 40 - —
N
N
= NN - 20
N
0 - -
H1 H2
“ I~ -
— Apr” ] -20
Q1 B N
| | | | | 40 | | | |
2005 2006 2007 2008 2009 2005 2006 2007 2008

* Seasonally adjusted, period-end basis. e Staff estimate.

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

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

Q4

2000 2002 2004 2006 2008
Source: Federal Reserve.

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

NCREIF TPI (quarterly)
. ——— Moody'’s index (monthly) -
Q4
Jan. <
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
1994 1997 2000 2003 2006 2009

Source: NCREIF; MIT Center for Real Estate; Moody's.

Delinquency Rates on Commercial Construction

Loans at Banks
Percent

Quarterly

Residential
construction Commercial T

construction J

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2007 2008
Note: Data series for residential and commercial construction
begin in 2007:Q1. Existing properties include nonresidential and
multifamily.
Source: Call Report.
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Sales of Commercial Real Estate
Billions of dollars

—— 3-month moving average
Monthly

\, Mar..p

2001
p Preliminary.
Source: Real Capital Analytics.
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Delinquency Rates on Commercial Mortgages
on Existing Properties Percent

At commercial
banks*

[ At life

insurance

companies 04
Il Il Il Il Il Il Il Il Il Il Il Il Il Il
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Note: CMBS are commercial mortgage-backed securities.
*Excluding farmland.
Source: Citigroup; Call Report; ACLI.

Commercial Mortgage CDS Index Prices
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Note: Each index corresponds to pools of mortgages securitized

in 2006:H1.
Source: JPMorgan Chase & Co.



11-12

Residential Mortgages

Mortgage Rate and MBS Yield

Percent
— = 85
Weekly Mar.

30-year conforming fixed-rate =~ FOMC 8.0

- mortgage rate 475
L —— MBS yield {70
- 4 6.5
L 4 6.0
L 4 55
L Apr. 4 5.0

M 15
= 4 a5
R Apr. |

|\ 15 4.0
| T T T T T T T T T T T T N T WA A 3.5
Oct. Apr. Oct. Apr Oct. Apt.
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Note: For MBS yield, Fannie Mae 30-year current coupon rate.
Source: For conforming, Freddie Mac; for MBS yield, Bloomberg.

Agency and Non-Agency MBS Issuance
Billions of dollars

— = 300
Monthly rate
Non-agency
GSEs 250
Ginnie Mae
- 4 200
H1
- 4 150
- " 100
N
- I I 50
L 0
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Source: For agency issuance, Fannie Mae, Freddie Mac,
and Ginnie Mae; for non-agency, Inside Mortgage Finance.

Prices of Existing Homes
Percent change from a year earlier
— — 20
Monthly

- —— FHFA price index - -10
—— LoanPerformance price index \
. 20-city S&P/Case-Shiller price index . Jan. 4 15
| Jan. ] .20
1 1 1 1 1 1 1 25
2002 2004 2006 2008

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

Spread of Mortgage Rate to Treasury Yield

Basis points

— = 350
Weekly Mar.

N FOMC 4 325
B - 300
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- 4 225
- apr. | 200
s %5175
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| I O T T T T ] 125
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Note: Spread is of 30-year conforming fixed mortgage rate relative
to the on-the-run 10-year Treasury yield.
Source: Bloomberg; Freddie Mac.

Mortgage Debt
Percent change, annual rate

L Quarterly 4 15
- q 12
- 49
- 416
- 413
0
\/Q4
- 4-3
Il Il Il Il Il Il Il Il Il
2002 2004 2006 2008

Source: Federal Reserve.

Delinquencies on Mortgages
Percent of loans

L Monthly Feb? 4 28

Subprime*
— Alt-A*

; p
S —— Prime Feb. 4 16

Feb. 4 4

2001 2003 2005 2007 2009

Note: Percent of loans 90 or more days past due or in
foreclosure. Prime includes near-prime mortgages.

* Among securitized loans only.

p Preliminary.

Source: For subprime and alt-A, LoanPerformance, a
division of First American CorelLogic; for prime, McDash.
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Consumer Credit and Household Wealth

Consumer Loan Rates

AAA ABS Spreads over Swaps
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Percent Basis points
_ Mar. - 18 _
Weekly FOMC Weekly Mar.
- 4 16 | ) FOMC i
) 2-year credit card
N Variable-rate d 12 —— 2-yearauto
W L -
i | Apr. 1%
i 15 4 10 B b
New auto loans at banks
S | Apr] 8 B — -
L N 154 ¢
[ N ’ l. i M Apr]
New auto loans ' L 1
i at captive finance companies Feb. 12
N N 0 — MRS
2007 2008 2009 May Aug. Dec. Apr. Aug. Dec. Apr.
. . 2007 2008 2009
Source: For C.red'.t cards and auto at banks, Bankrate, Inc.; Source: For credit cards and auto, Citigroup Global Markets.
for auto at captive finance companies, Federal Reserve.
Consumer Credit Delinquencies on Consumer Loans
Percent change, annual rate Percent
— — 16 p— —
3-month change - Credit card loans Feb. _
- . 4 12 in securitized pools
Revolving
- 41 8
i Nonrevolving i
i L ! 41 4 consumer loans at Q4
L commercial banks
Nonrevolving i Feb. ]
0
M Feb. ] -4 i Auto loans at captive )
finance companies
2004 2005 2006 2007 2008 2009 1997 1999 2001 2003 2005 2007 2009
Source: Federal Reserve. 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 2007 2008 2009 Assets
H1 H2 Jan. Feb. Mar.® Feb.
Total long-term funds  18.6 11.9 -49.9 25.0 -12.1 -12.2 5,146
Equity funds 7.7 -34 -36.0 8.9 -25.0 -28.1 3,104
Domestic -3.9 -4.8 -20.8 6.7 -14.3 -16.3 2,385
International 11.6 14 -15.3 2.2 -10.8 -11.8 719
Hybrid funds 1.8 1.4 -4.9 -0.4 -4.3 -3.9 441
Bond funds 9.0 14.0 -8.9 16.5 17.2 19.8 1,601
High-yield -0.2 -0.2 0.1 3.1 1.2 4.1 118
Other taxable 8.4 11.2 -7.4 9.5 11.7 12.2 1,123
Municipals 0.9 29 -1.6 3.9 4.3 3.6 361
Money market funds 62.5 56.1 59.6 63.7 -10.1 -53.5 3,892

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

Treasury Auction Amounts
Billions of dollars

Quarterly
IIIIIIIIIII‘IIIII’III
Ql Q3 Q1 Q@3 Q1 Q3 Q1 Q3 Q1 Q3
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Source: U.S. Treasury Dept.
Treasury On-the-Run Premium
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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. March
observation is the month-to-date average.
Source: Federal Reserve Bank of New York.

Average Absolute Nominal Yield Curve

Fitting Error Basis points
Daily Mar.
FOMC
Apr
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Note: Calculated from securities with 2 to 10 years until matur
excluding on-the-run and first off-the-run securities.
Source: Federal Reserve Board.
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Foreign Participation in Treasury Auctions
Percent of total issue

[~ ' Mar. ]

6-month moving average FOMC

- Indirect bids -
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- 15 -
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L L 15

Actual foreign allotment
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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.

Treasury Bid-Asked Spread

Cents per
$100 face value

| 5-day moving average
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Treasury notes
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2009

Jan. May Sept. Jan. May Sept.
2007 2008

Source: BrokerTec Interdealer Market Data.

Daily Treasury Market Volume and Turnover
Billions of Dollars Ratio
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Source: BrokerTec Interdealer Market Data.
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State and Local Government Finance

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

2008 2009

Type of security 2005 2006 2007 H1 H2 Q1 | Apr.P
Total 384 36.1 404 41.6 33.1 30.6 30.0
Long-term1 34.2 325 35.5 38.0 26.6 28.8 29.0
Refundings 2 15.6 10.6 12.6 18.0 11.0 10.7 10.0
New capital 18.6 21.9 229 20.1 15.6 18.1 19.0
Short-term 4.2 3.7 49 3.6 6.5 18 1.0
Memo: Long-term taxable 21 25 24 27 18 11 1.0

1. Includes issues for public and private purposes.

2. All issues that include any refunding bonds.

p Forecast based on preliminary data through April 16, 2009.
Source: Thomson Financial.

Ratings Changes
Number of ratings changes

— — 3500
Annual rate
- H2 -1 2800
Upgrades
2100
1400
700
0
700
Downgrades
1400
] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] 2100
1992 1994 1996 1998 2000 2002 2004 2006 2008
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
— PR g p— —
Weekly ~ Weekly -1 19
- -1 8 » - 18
- 1 7 B -1 17
- 20-year general -1 6 B 16
obligation B - 15
- Apr. 1 5
16 B -1 14
B 14 - 413
| 43 | Apr. _] 1.2
7-day SIFMA 16
- ; " 4 2 B -4 11
swap index
Apr. B I
- 151 0 » - 0.8
] ] ] ] ] 1 N I N N T N Y N T N T Y T 0.7
2005 2006 2007 2008 2009 1994 1997 2000 2003 2006 2009
* SIFMA is the Securities Industry and Financial Markets Source: Bond Buyer.

Association.
Source: Municipal Market Advisors; Bond Buyer.
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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
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Note: For data starting in 2007:Q2, changes in standards for prime, nontraditional, and subprime mortgage loans are reported separately.
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Note: For data starting in 2007:Q2, changes in demand for prime, nontraditional, and subprime mortgage loans are reported separately.
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Correction to Part 1

In the table that appears on page 13 of Part 1 of the Greenbook, two lines were
inadvertently mislabeled. Specifically, the results reported as based on commercial loan
credit standards from the Senior Loan Officer Opinion Survey are in fact based on the
change in bank credit standards from the survey; the results reported for the change in
bank credit standards are in fact based on commercial loan credit standards.

The Domestic Financial Economy
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Indicators of Single-Family Housing

New Single-Family Home Sales

Millions of units Millions of units
(annual rate)

Total (left scale)

Large homebuilders
(right scale)

Mar.
Mar.

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
(annual rate)

Index (2001=100)

Existing home sales  —
(left scale)

Pending home sales
(right scale)

Feb.

— Mar.

2001 2003 2005 2007 2009
Source: National Association of Realtors.

Prices of Existing Homes
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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
Mar.
Inventories of new homes, —
— (left scale)
e Mar.
Months’ supply (right scale)
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII

2001 2003 2005 2007 2009

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

Mortgage Rates
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30-year conforming FRM
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Note: The April reading is a 2-week moving average of data
available through Apr. 22, 2009. FRM is a fixed-rate mortgage.
Source: Federal Home Loan Mortgage Corporation.
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Source: Reuters/University of Michigan Surveys of Consumers.



Commercial Bank Credit
(Percent change, annual rate, except as noted; seasonally adjusted)

Type of credit 2007 2008 H2 Q4 Q1 Mar. Apr. Levell
2008 2008 2009 2009 | 2009 | Apr. 20092
Total 10.9 4.4 47 6.2 -6.7 -3.8 -14.8 9,325
Loans?
Total 11.3 4.4 2.6 31 -6.4 -7.2 -11.9 7,023
To businesses
Commercial and industrial 19.0 14.2 13.0 18.3 -9.7 -13.0 -18.3 1,520
Commercial rea estate 10.7 6.4 2.9 2.0 -1.0 -1.7 -24 1,723
To households
Residential real estate 6.8 -2.3 -3.8 -7 -5 25 -7.5 2,091
Revolving home equity 6.4 129 129 131 8.3 8.6 18 602
Closed-end mortgages 6.9 -7.1 -9.5 -5.8 -4.0 .0 -11.3 1,489
Consumer 6.6 7.9 7.4 6.0 7.3 -10.0 -15.5 881
Originated? 6.0 6.4 47 33 1.9 -7.3 -5.1 1,296
Other 171 -1.6 -4.5 -13.7 -36.7 -29.1 -27.2 808
Securities
Total 9.5 4.6 11.2 16.0 -7.8 6.7 -235 2,303
Treasury and agency -5.6 194 37.7 51.6 31 74 -35.2 1,354
Other4 311 -10.7 -16.8 -24.7 -22.8 5.7 -6.3 949

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 (FIN 39 and FAS 115), theinitial consolidation of certain variable
interest entities (FIN 46), and the initial adoption of fair value accounting. 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.

4. Includes private mortgage-backed securities; securities of corporations, state and local governments, and foreign governments,
and any trading account assets that are not Treasury or agency securities.

e Estimated.

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

Changeto Apr. 23 from

2007 2009 selected dates (percentage points)
Instrument 2007 2009 2009
Aug. 6 Jan. 27 Mar. 17 Apr. 23 Aug. 6 Jan. 27 Mar. 17
Short-term
FOMC intended federal fundsrate 5.25 13 13 13 -5.12 .00 .00
Treasury billst
3-month 474 13 .24 .10 -4.64 -.03 -14
6-month 472 32 44 .30 -4.42 -.02 -14
Commercial paper (AL/P1 rates)?
1-month 5.26 .29 44 .30 -4.96 .01 -14
3-month 5.29 2.04 .66 40 -4.89 -1.64 -.26
Large negotiable CDs!
3-month 534 1.08 1.08 .87 -4.47 -21 -21
6-month 5.27 157 1.83 148 -3.79 -.09 -35
Eurodollar deposits3
1-month 5.33 75 1.00 .90 -4.43 15 -.10
3-month 5.35 175 1.65 1.50 -3.85 -25 -15
Bank prime rate 8.25 3.25 3.25 3.25 -5.00 .00 .00
Intermediate- and long-term
U.S. Treasury4
2-year 4.49 .68 1.04 .90 -3.59 22 -14
5-year 452 174 214 1.98 -2.54 .24 -.16
10-year 4.82 3.17 347 3.30 -1.52 13 -17
U.S. Treasury indexed notes®
5-year 243 1.84 2.04 155 -.88 -.29 -.49
10-year 248 197 2.26 1.92 -.56 -.05 -34
Municipal general obligations (Bond Buyer)® 451 5.13 5.03 457 .06 -.56 -.46
Private instruments
10-year swap 544 284 314 311 -2.33 .27 -.03
10-year FNMA7 534 3.65 4.04 3.82 -1.52 17 -22
10-year AA8 6.12 6.03 6.99 6.31 19 .28 -.68
10-year BBBS 6.57 8.94 9.25 8.57 2.00 -.37 -.68
10-year high yield® 9.21 14.68 16.41 14.01 4.80 -.67 -2.40
Home mortgages (FHLMC survey rate)
30-year fixed 6.59 5.10 4.98 4.80 -1.79 -.30 -.18
1-year adjustable 5.65 4.90 491 4.82 -.83 -.08 -.09
Changeto Apr. 23
Record high 2009 from selected dates (percent)
Stock exchange index Record 2009 2009
Level Date Jan. 27 Mar. 17 Apr. 23 high Jan. 27 Mar. 17
Dow Jones Industrial 14,165 10-9-07 8,175 7,396 7,957 -43.82 -2.66 7.59
S& P 500 Composite 1,565 10-9-07 846 778 852 -45.57 73 9.48
Nasdag 5,049 3-10-00 1,505 1,462 1,652 -67.27 9.79 13.00
Russell 2000 856 7-13-07 456 404 467 -45.47 242 15.62
D.J. Total Stock Index 15,807 10-9-07 8,524 7,878 8,701 -44.95 2.07 10.45
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:

August 6, 2007, is the day before the August 2007 FOMC meeting.
January 27, 2009, is the day before the January 2009 FOM C monetary policy announcement.

March 17, 2009, is the day before the most recent FOM C monetary policy announcement.
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