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Areas of Focus

e Employment situation

e Consumer and business confidence round-up
e Housing situation

e Economic outlook for New England
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New England Employment Situation

Good News: Employment held steady year-over-year.

e Employment grew by 0.8 percent, just below U.S. growth.
e No increase in unemployment rate, still below nation’s.
e Personal income growth comparable to the U.S. average.

Bad News: Employment slipped at the end of 2007.

e Lost jobs at end of 2007, still below 2000 peak job level.
e Unemployment rate increased slightly in Nov and Dec.
e Unemployment claims increased, similar to U.S. trend.
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Employment in New England slipped at the
end of 2007.
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As a result, year-over-year employment gains
for New England were small.
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By major sector, employment growth in New
England was mixed compared to a year earlier.

Employment Growth by Supersector
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New England’s unemployment rate edged up at
the end of 2007, but was lower than the nation’s.
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Year-over-year, the unemployment rate was
unchanged for the region, but fluctuated widely
across New England states.
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Personal income in New England continued
to grow through the third quarter of 2007.
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New England Consumer and Business
Confidence Round-up

The Good: Business confidence was unchanged in
December and Massachusetts employers showed
some optimism about future conditions.

The Bad: Consumer confidence among New
England residents held steady in December, but
remained below year-ago levels.

The Ugly: Compared to a year ago, the percentage
of Boston area workers who see their personal
financial situation as improving has fallen.
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Confidence among Massachusetts employers
was virtually unchanged in December.
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New England consumer confidence held steady
at the end of 2007 but below year-ago peaks.
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Confidence among employees continued
to erode for Boston and the nation.

Percent
Responding Workers’ Assessment of Personal Financial Situation
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New England Housing Situation

Good News: Not as bad as some other regions.

e Prices fell but not as sharply as some other areas.
e As prices continue to soften, affordability may improve.
e About one-quarter of subprime borrowers could refinance.

Bad News: It's not over yet.

e House prices continued to soften through the end of 2007.
e EXisting sales and new home construction are down.
e Foreclosures are at record highs and still rising.
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House prices continued to soften through the
end of 2007 in both New England and the U.S.
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House prices for homes purchased fell in 2007
Q4 for every New England state except Maine.

OFHEO Purchase-only House Price Index
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House prices continued to fall in Boston, but
not by as much as some metropolitan areas.
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Boston had the small
among the Composit

est decline in house prices
e 10 metro areas for 2007.

S&P/Case Shiller Home Price Indices
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Yet despite the decline in prices, house price
levels are still relatively high in New England.

Growth in Real Single-Family House Prices, 1995-2007

Index
200

190 /\

180 /}//

///V A" MA
160
140 —— RI

10 ey vt
120 iy R

110 | =

100 -

90 I I I I I I I I I I I I
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: Authors’ calculations based on the house price index calculated by the Office of Federal Housing Enterprise Oversight (OFHEO).
Notes: Adjusted for inflation using the Consumer Price Index, excluding shelter.

FEDERAL RESERVE
BANK OF BOSTON™



As of 2006, the affordability picture had not
changed much for New England residents.

Ratio of Real Annual Median Household Income to
Real Annual Income Needed to Purchase the Median Priced House
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Existing home sales were down in New
England, parallel to the national drop-off.
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Single-family housing permits in New England
fell to levels seen In the early 1990s.

Index, 1988 = 1 Single Family Permits
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Multi-family housing permits have fallen even

further in New England.

Index, 1988 =1
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Foreclosures reached record highs both in
New England and nationally.

Foreclosures initiated in quarter,
asa perlceznt of loans in pool.

Foreclosures Started, All Loans
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Foreclosures rates in New England are
highest for subprime ARM mortgages.

Foreclosures initiated in quarter,
as a percet of loans in pool. Foreclosures Started by Type of Loan
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New England Economic Partnership’s
Economic Outlook

Employment

e Employment forecast to grow slowly at 0.8 percent per year over
the next three years, slightly below the national forecast.

Housing

e House prices expected to decrease through the 2nd half of 2008
with slow recovery going forward, lagging the nation.

Overall Economic Growth

e Real gross product for the region is expected to grow 2.2 percent
per year for 2008 through 2011, slower than the nation.

e Credit crisis and the housing market downturn are expected to
slow growth through 2008.
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Employment in New England is expected to
grow slowly over the next 5 years.

Average Annual Change: 2006-11 Total Employment
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House prices are expected to fall through the
second half of 2008 then slowly recover.

2001-2011 Median House Price Annual Percentage Change
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New England is expected to grow slower
than the nation on average through 2011.

Average Annual Change: 2006-11 Gross State Product
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But New England has been through tough
Index 1920=1 tlmes bef()re---

(Babe Ruth traded to the Yankees, Boston Sports Index
25 the curse begins)
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