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It’s the economy...
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« 2 times when it's particularly good to
be an economist...
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Four Bad Bear Markets
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erriam-wWehster's #1 Word of the Year for 2008

1. bailout (noun)
a rescue from financial distress
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Which one are we on???
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e This just in—December 1,
2008: The National
Bureau of Economic
Research (NBER) has
decided economic activity
peaked last year...

e December 2007 marks
the beqginning of the
current U.S. recession.

e ...Without 2 consecutive
guarters real GDP
decline...
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* Other indicators trending
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YoY Change
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e | everage

* End of personal savings & rise of debt
» Asset price appreciation

e Houses, stocks...
» Globalization

 Financial & economic crises are
contagious
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U.S. Homeownership Rates vs. Interest Rates vs. Personal Savings Rates, 1965-2008

June 2004: US home ownership = T3MM
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U.S. Total Debt, % of GDP
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| U.S. Total Debt, % of GDP
L1 Foreign Ownership of US Treasuries, % of Total Market Capitalization
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Case Shiller Composite Indices (Nominal)
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U.S. Real Home Price & Building Cost Indexes, % Change 1965 - 2007
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The great de-leveraging...

26



ECONOMY LEAGUE
GREATER PHILADELPHIA

Information, Insight, Integrity

Stock Market =

crises are contaglous

Globallzatlon FlnanC|aI & economlc

Leading Indicator of Economic Growth

China off 71% vs. 12-Month Peak, Russia -67% / Japan -50% / Qil -53% / S&P500 -36%
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 Markets down more than 70%: Vietnam (-70.5%), Peru (-73.2%),
Ireland (-73.4%), Russia (-73.9%), Iceland (-88.7%).

 Markets down between 60% and 70%: Hong Kong (-60.1%), Poland (-
62.6%), China (-69.8%).

 Markets down between 50% and 60%: South Korea (-54.5%), Italy (-
55.2%), Egypt (-56.9%), Brazil (-57.2%), Japan (-58.1%), Singapore (-
58.2%), Turkey (-58.5%), India (-58.3%).

 Markets down between 40% and 50%: Great Britain (-42.3%),
Australia (-43.3%), U.S.-S&P 500 (-44.0%), Spain (-46.4%), Germany
(-47.0%), Mexico (-48.3%).
(As of October 2008)
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Housing prices are falling...

Percent fromPeak
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PercentHomeowners with Mortgage Negative Equity by State

Source: First American Corelogic
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e 2 questions remain:

—How long?

—How deep?
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Bad Times | This recession has lasted a year—so far

42 months of recession

The current recession began
last December and has already
lasted longer than many
previous ones.

Aug. May Feb. Mov. fuly Awg. April Dec. Mev. Jan. July Maly March Dec.
1929 1937 1945 1946 1953 1957 1%0 1969 1973 1980 1981 1990 2001 2007

Date recessions began
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SOURCE: Economic Report of the President (Washington, DC: U.S. Government Printing

Office, various years)
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Percentage of Civilian Workers

Unemployment Rate in the United States since 1929
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41 States Face Budget Shortfalls
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The Good News?
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Government stimulus on the way

Components of GDP (%)

1979-07 2007
(avg.)

C 66.7 70.3
| (nonr) 11.3 10.9
| (res) 4.5 4.6
G 19.4 19.4
X-IM -2.4 -5.1

Growth Rate

Years per Year
1995-1997 4.1%
1997-1999 4.3
1999-2001 2.2
2001-2003 2.1
2003-2005 3.4
2005-2007 2.5
1995-2007 3.1

SOURCE: US. Department of Commerce.
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e Local economy stronger than many other regions, but...
— Slow growth becomes no growth
— Starting to be hurt by fallout
 Caution will be watchword
— Companies
— Foundations
— Government
« Non-profits will have to adjust
— Waitch bottom line
— Look for creative collaborations
— Be aggressive in showing value proposition
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