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U.S. Economic Overview
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0 Incoming data suggest that the U.S. economy continues
to recover at a moderate pace.

O Manufacturing, energy, and agriculture sectors are
expanding.
O Consumer spending is well above year-ago levels.

0 However, the U.S. economy faces many challenges over
the next couple years.
O Unemployment rates are likely to remain stubbornly high.

O Residential construction activity is likely to remain weak --
constrained in part by excess housing supply, falling prices
and high foreclosure rates.



A moderate recovery is expected to

continue over the next few years.
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6 6
5 1 - 5
4 L 4
3 1 L 3
2 1 - 2
1 1 -1
0 - - 0
-1 -1
2 -2
31 FOMCForecast [ -3
-4 1 Range (Apr.2011) | -4
5 = -5
-6 -6
> ¥ PP IT O S
P & & I vy

ORI SN N SO S S S M)

Source: Bureau of Economic Analysis; FOMC



Consumers dare spending more as
confidence levels gradually increase.

Retail Sales and Consumer Confidence

Percent change froma year ago Index
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Inflation remains subdued but is starting to
increase slightly.

Inflation
5 Percent change fromyear ago Percent 5
Overall PCE Inflation

== Core PCE Inflation L 4

- 3

- 2

-1

0 0
1 | J | J | J | J | J | J | J | J | J -1
Mar-01 Mar-03 Mar-05 Mar-07 Mar-09 Mar-11

Source: Bureau of Economic Analysis




Inflation expectations have also edged

up recently.
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Inflation Expectations

7 Percent Percent 7
== |J 0f Mich Inflation Expectations-1 yearforward

6 4 =—5Yr 5YrForward Breakeven Inflation Rate (TIPS) )

----- U of Mich Inflation Expectations-5 years forward :

- 4

3

- 2

1

0 - 0

-1 - _—

'2 ) ] ] ] ) ] ] ) ) ] ] ) ] ] ] ) ] ] L} '2

Apr-06 Apr-07 Apr-08 Apr-09 Apr-10 Apr-11

Source: University of Michigan and Federal Reserve Board of Governors



The Tenth District of the Federal Reserve




Employment fell sharply during the

Total Nonfarm Employment
Seasonally adjusted

recession but is now increasing.
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Unemployment rates remain elevated.
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Unemployment Rate
Seasonally adjusted
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There are large regional differences in

unemployment rates.
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Unemployment Rate — March 2011

Seasonally adjusted
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In Kansas City, the fastest employment growth was

in the retail trade industry over the past year.
1 |

Employment Growth by Industry
Mar-11 over Mar-10
Percent Percent
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Hiring expectations increased for the

second quarter.
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Hiring Expectations

Net percent of firms planning to add workers Percent
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Manufacturers expect to hire more workers over

the next 6 months.
]

Expected Employment Indexes - Manufacturing
Seasonally adjusted; sixmonths ahead

40 Index Index 40

== Number of employees
30 1 - 30

= Average employee workweek

'40 L] v L] v L] v L] L] L] v v v L] v L] L] L] v L] '40
Apr-06 Apr-07 Apr-08 Apr-09 Apr-10 Apr-11

Sources: FRBKC Manufacturing Survey




Manufacturing activity continues to

expand.
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Manufacturing Activity
Seasonally adjusted; month-over-month
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Manufacturers expect further gains

over the next six months.
T

Tenth District Manufacturing Expectations
Seasonally adjusted; sixmonths ahead
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The energy sector is expanding,

especially for oil producers.
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Lower supplies and increased demand

have led to higher cro rices.
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Home sales activity remains slow.

Existing Home Sales
Seasonally adjusted
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Residential construction activity remains

- weak.
Value of Residential Construction Contracts
Seasonally adjusted
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Home prices continued to decline
across most of the U.S. in 2010.

Home Price Appreciation — 2010 Q4

Percent change from one year ago
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There have been large regional variations in
home price appreciation over the past 5 years.

Home Price Appreciation — 2010 Q4

Percent ch‘mge from five vears ago
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Foreclosure rates in the Midwest are

- lower than in other Ec:r’rs of the nation.

Foreclosure Rate — 2010 Q4
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Commercial construction activity is weaker

than pre-recession levels.
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Value of Commercial Construction Contracts
Seasonally adjusted, 3-mo. mov. av.
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Commercial vacancy rates have

leveled off in Kansas City.
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Kansas City Commercial Vacancy Rates
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Conclusions
I

0 The U.S. and Kansas City economies are expected
to continue to recover gradually over the next few
years.

O Weak construction activity and high unemployment may
prevent a more robust recovery.

O Manufacturing, energy and agriculture sectors are
expected to continue to provide a boost to the
economy.
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