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U.S. Economic Overview

(A
0 The pace of economic recovery slowed in the first
half of 2011.

O Many of the factors contributing to the slowdown are expected to
be temporary: severe weather, higher food and energy prices,
and supply chain disruptions due to the crisis in Japan.

O However, consumers are still struggling with high unemployment
and falling home prices which could continue to strain growth.

0 Despite the recent slowdown, the U.S. economy is
still expected to recover at a modest pace over the
next couple of years.




After slowing in the first half of this year, growth is

expected to rebound.
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Will consumer spending fall, following the drop
in consumer confidence?

Real Consumer Spending and Consumer Confidence
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Inflation has increased, driven in part by higher
energy and food prices.
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Inflation expectations remain stable.

Inflation Expectations
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Federal Reserve Districts

Despite some gains, employment is still well
below pre-recession levels.

U.S. Total Nonfarm Employment
Seasonally adjusted

Source: Bureau of Labor Statistics
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Employment losses during the recent recession

have varied across the U.S.
.

Total Nonfarm Employment
Percent change from Dec. 2007 to August 2011
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Most states have experienced employment gains

over the past year.
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Unemployment rates remain elevated.

U.S. Unemployment Rate
Seasonally adjusted
Percent Percent
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There are large regional differences in

unemployment rates.
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Employment growth has been mixed across

industries.
ey

U.S. Employment Growth by Industry
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The number of firms expecting to hire workers in Q4 is
greater than those expecting to decrease employment.
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U.S. Hiring Expectations
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Manufacturing activity continues to expand, but at a

somewhat slower pace than earlier in the year.
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Manufacturing Activity
Seasonally adjusted; month-over-month
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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 crop prices.
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CropPrices
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Farmland prices have increased sharply over the
pCIST yedr.
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Higher feed costs are trimming profits for

livestock producers.
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U.S. Livestock Prices and Breakeven Costs
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Home sales activity remains slow.
U.S. Existing Home Sales
Seasonally adjusted
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Existing homes sales activity has fallen sharply in
most states over the past 6 years.

Existing Home Sales
Percent change from Q2: 2005 to Q2:2011
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Residential construction activity remains weak.
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Residential construction activity has fallen dramatically,
especially in the West and Industrial Midwest.
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Value of Residential Construction Contracts
Percent change from Sept. 2005 to August 2011
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Home prices continue to decline across most of

the U.S.
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Home Price Appreciation, 2011 Q2

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.
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Home Price Appreciation, 2011 Q2

Percent change from five years ago
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Foreclosure rates are much lower in most of the

central U.S.
L

Foreclosure Rate, 2011 Q2

o1.11t02.04
o 20410252
| 29210356
m 35610 4.37
B 437 1014.39

Source: Mortgage Bankers Association

13



U.S. commercial construction activity is much
weaker than pre-recession levels.
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Value of U.S. Commercial Construction Contracts
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Conclusions

[
0 The U.S. economy is 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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Presentations can be found online at:

http:/ /www.kansascityfed.org /speeches/index.cfm
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