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Modest Recovery Continues Despite Headwinds

e Composition of growth:
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e Composition of growth:
* Improved consumer spending
* Robust manufacturing growth
e Strong growth in investment in equipment & software
« Strong export growth
* Real estate sector — less of a drag to growth

* Inflation has accelerated due to rising food & energy prices

* Impact expected to be transitory with little impact on prices of other
consumer goods and services
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Modest Recovery Continues Despite Headwinds

e Composition of growth:
* Improved consumer spending
* Robust manufacturing growth
e Strong growth in investment in equipment & software
« Strong export growth
* Real estate sector — less of a drag to growth

* Inflation has accelerated due to rising food & energy prices

* Impact expected to be transitory with little impact on prices of other
consumer goods and services

« Monetary policy remains accommodative
* QE2 to be completed at the end of June

* Risks/headwinds: commodity prices, fiscal issues, residential,
uncertainty
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Moderate Recovery Despite Headwinds
Real GDP Growth

percent change
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Income and Consumption Improving

Real Personal Income and Real Consumption

percent change, year/year
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Stronger Job Growth in 2011

Payroll Employment and Unemployment Rate
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Inflation Higher Due to Jump in Food & Energy Prices
PCE Price Index

percent change, year/year
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Construction Sector Continues to Decline

Construction Spending

percent change, year/year
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Inventory of Homes for Sale + Shadow Inventory
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Foreclosure Inventory Rates by State: 2010 Q4
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State-Level Home Price Growth: 2010 Q4

Year/Year Change
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Business Activity Uneven So Far in 2011

Maryland Business Activity Index

percent responding "*higher™ less percent responding "“lower"
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Auto Sales Gradually Improving
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Very Slow Recovery — Lost Jobs in 2011 2Q
Payroll Employment Growth

percent change, year/year
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Maryland Industry Growth

Percent Change in Employment from a Year Ago
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Unemployment Slowly Edging Lower

Unemployment Rate
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Housing Demand Remains Very Weak

Total Existing Home Sales
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Continued Weakness in Home Prices
FHFA House Price Indexes

percent change, year/year

/\

28

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
= Baltimore-Towson == Washington Metro == Maryland

Q4-2010 =-2.0% Q4-2010 =0.0% Q4-2010 =-1.4%

THE FEDERAL RESERVE BANK OF RICHMOND Source: FHFA/Haver Analytics

RICHMOND = BALTIMORE = CHARLOTTE

45



Mortgage Market Conditions Remain Difficult

Maryland Mortgage Delinquencies and Foreclosure Starts
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6

5 N
4 ,

A

.

0

19981999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
= 30-59 days = 60-89 days = 90+ days = Foreclosure Starts
Q1-2011 =3.0% Q1-2011 =1.3% Q1-2011 =4.8% Q1-2011 =0.9%

Source: Mortgage Bankers Association/Haver Analytics

THE FEDERAL RESERVE BANK OF RICHMOND

RICHMOND = BALTIMORE = CHARLOTTE 46



In Conclusion

* Economic growth expected to improve in Q2 2011
« Manufacturing activity expanding at very rapid rate
* Business investment remains solid
« Consumer spending continues to improve
* Recovery in labor market picking up speed
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* Economic growth expected to improve in Q2 2011
« Manufacturing activity expanding at very rapid rate
* Business investment remains solid
« Consumer spending continues to improve
* Recovery in labor market picking up speed

* A number of factors are restraining growth
« Higher energy/commodity prices

* Problems in real estate — residential & commercial

« Uncertainty from a variety of sources: regulatory, fiscal, financial
markets (sovereign debt issues in particular), geopolitical

 Credit conditions remain tight in some markets
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In Conclusion

* Economic growth expected to improve in Q2 2011
« Manufacturing activity expanding at very rapid rate
* Business investment remains solid
« Consumer spending continues to improve
* Recovery in labor market picking up speed

* A number of factors are restraining growth
« Higher energy/commodity prices

* Problems in real estate — residential & commercial

* Uncertainty from a variety of sources: regulatory, fiscal, financial
markets (sovereign debt issues in particular), geopolitical

 Credit conditions remain tight in some markets

e Higher energy & food prices pushing inflation higher, but
Impact should be temporary

m * Monetary policy remains accommodative
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The views expressed here are those of the author, and do
not necessarily represent those of the Federal Reserve

Bank of Richmond or the Federal Reserve System.

Q)

THE FEDERAL RESERVE BANK OF RICHMOND

RICHMOND = BALTIMORE = CHARLOTTE




	Slide Number 1
	Modest Recovery Continues Despite Headwinds
	Modest Recovery Continues Despite Headwinds
	Modest Recovery Continues Despite Headwinds
	Modest Recovery Continues Despite Headwinds
	Modest Recovery Continues Despite Headwinds
	Modest Recovery Continues Despite Headwinds
	Modest Recovery Continues Despite Headwinds
	Modest Recovery Continues Despite Headwinds
	Modest Recovery Continues Despite Headwinds
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Construction Sector Continues to Decline
	Slide Number 21
	Construction Sector Continues to Decline
	Construction Sector Continues to Decline
	Inventory of Homes for Sale + Shadow Inventory
	Foreclosure Inventory Rates by State: 2010 Q4
	State-Level Home Price Growth: 2010 Q4�Year/Year Change
	Business Activity Uneven So Far in 2011
	Business Activity Uneven So Far in 2011
	Business Activity Uneven So Far in 2011
	Business Activity Uneven So Far in 2011
	Business Activity Uneven So Far in 2011
	Business Activity Uneven So Far in 2011
	Auto Sales Gradually Improving
	Very Slow Recovery – Lost Jobs in 2011 2Q
	Maryland Industry Growth�Percent Change in Employment from a Year Ago
	Maryland Industry Growth�Percent Change in Employment from a Year Ago
	Maryland Industry Growth�Percent Change in Employment from a Year Ago
	Maryland Industry Growth�Percent Change in Employment from a Year Ago
	Maryland Industry Growth�Percent Change in Employment from a Year Ago
	Maryland Industry Growth�Percent Change in Employment from a Year Ago
	Maryland Industry Growth�Percent Change in Employment from a Year Ago
	Maryland Industry Growth�Percent Change in Employment from a Year Ago
	Unemployment Slowly Edging Lower
	Housing Demand Remains Very Weak
	Continued Weakness in Home Prices
	Mortgage Market Conditions Remain Difficult
	In Conclusion
	In Conclusion
	In Conclusion
	In Conclusion
	Slide Number 51

