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Consumer Spending Rebounds in 2010Q4
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8 mm 8
Real Personal

6 A Consumption Expenditures 5
4 t 1 4
2 4 2
0 0
2 r 4 -2
_4 1 1 1 1 1 1 1 1 1 1 1 _4
2000 2002 2004 2006 2008 2010

Source: Bureau of Economic Analysis



New Orders Rise Sharply
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Consumer Sentiment Improving
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Unemployment Rate Down in Recent Months But Still High

Percent Percent
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Nonfarm Payroll Employment Growth Remains Sluggish

Change per Month, in Thousands Change per Month, in Thousands
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Source: Bureau of Labor Statistics Note: Monthly Average of Quarterly Change.



Unemployment Insurance Claims Declining

4-Week Moving Average, in Thousands 4-Week Moving Average, in Thousands
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ISM Employment Diffusion Indices Up in Recent Months
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Household Financial Obligations Ratio Returns to Mid 1990s Level

Percent of Disposable Personal Income Percent of Disposable Personal Income
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Lending Standards Begin to Ease but Remain Tight

Net Percentage Net Percentage
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C&l Loans on Bank Balance Sheets Beginning to Expand

% Change — 13-Week Annual Rate % Change — 13-Week Annual Rate
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Equity Prices Up Sharply Since Last Summer
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Credit Spreads Narrow
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Source: Federal Reserve Board. Note: Spreads relative to the 10 year Treasury yield.



Exports Expanding at a Robust Pace

% Change — Year to Year % Change — Year to Year
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Net Exports Growth Contribution Unusually Large in 2010QA/
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Single-Family Housing Starts Remain at Depressed Levels

Per 1,000 People Per 1,000 People
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Home Prices Under Renewed Downward Pressure
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State & Local Government Sector Acting as Drag on Growth
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Total and Core Inflation Below Desired Levels

% Change — Year to Year % Change — Year to Year
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Commodity Prices Up Sharply in Recent Months

% Change — Year to Year % Change — Year to Year
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Source: Standard & Poor’s Note: End of Month Data.



Inflation Expectations Well Anchored

Percent Percent
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Source: Federal Reserve Board Note: Carry-adjusted.



Substantial Slack in the Industrial Sector

Percent Percent
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Unemployment Rate High Relative to Job Vacancies
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Typical Duration of Unemployment Is Now Quite Long

Weeks Percent
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Unit Labor Costs Falling Sharply
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Commodity Prices on Uptrend Over Last Decade
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Recent Spike in Agricultural Commodity Prices
Due to Fall Off of Production, Low Inventories
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Futures Markets Expect Many Prices to Fall
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Source: Chicago Board of Trade and Bloomberg Note: Data as of February 25, 2011.



Commodities a Relatively Small Share
of Consumer Spending

Percent Percent
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5-10 Year Horizon TIPS Implied Inflation

Percent Percent
3.50 3.50
Flash Crash Jackson November
Hole 2nd FOMC
3.25 4 3.25
3.00 F 4 3.00
275 4 2.75
250 r 5-10 Year Horizon 1 2.50
TIPS Implied Inflation
2.25 4 2.25
Fiscal
Compromise
2.00 L L L L L 2.00
Jan-10 Apr-10 Jul-10 Oct-10 Jan-11 Apr-11
29

Source: Federal Reserve Board



Professional Forecasters’ Inflation Expectations Stable

Percent Percent
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Source: Federal Reserve Bank of Philadelphia Survey of Professional Forecasters



Household Inflation Expectations Stable
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