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U.S. GDP growth slowed slightly in the second quattet and 1s

expected to continue to grow at a modest pace.
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Consumer spending makes up more than 70% of GDP

CONTRIBUTIONS TO PERCENT CHANGE IN GDP
Annualized Percent Change from Previous Period
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Unemployment rates have fallen over the past yeat but remain

stubbornly high.
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Inflation increased earlier this year but moderated in the second

quarter as o1l prices fell.

U.S. PERSONAL CONSUMPTION EXPENDITURE (PCE) INFLATION
Annualized Percent Change from Previous Period
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“...the Committee decided today to keep the target range for the federal funds rate

at 0 to 1/4 percent and currently anticipates that economic conditions--including

low rates of resource utilization and a subdued outlook for inflation over the

medium run--are likely to warrant exceptionally low levels for the federal funds rate
at least through late 2014.” - FOMC Augnst Statement
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“The Committee also decided to continue through the end of the year its program to extend

the average maturity of its holdings of securities as announced in June, and it 1s maintaining
its existing policy of reinvesting principal payments from its holdings of agency debt and
agency mortgage-backed securities in agency mortgage-backed securities.”

- FOMC Awgust Statement
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“The Committee also decided to continue through the end of the year its program to extend
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Employment growth slowed in the second quarter but remains well

above year ago levels.
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Most states have experienced employment gains over the past year.

JULY 2012 NONFARM EMPLOYMENT
Seasonally Adjusted, Year-over-Year Change
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Over the past year, employment gains were widesptread actoss

industries.

U.S. NONFARM EMPLOYMENT
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However, employment is still down more than 10% in intormation;

manufacturing, and construction.

U.S. NONFARM EMPLOYMENT
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Although unemployment rates have fallen, rates remain hioh across

much of the country.

JULY 2012 UNEMPLOYMENT RATE
Seasonally Adjusted
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Consumer confidence has fallen in recent months.

CONSUMER CONFIDENCE INDEX
Seasonally Adjusted
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Slower employment growth and lower confidence have contributed

to slower consumer spending growth.
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Index 100 = July 2002, Seasonally Adjusted
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Over the last few months personal income gains have outpaced

growth in consumer spending leading to a higher savings rate.

REAIL PERSONAIL INCOME & SPENDING
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The manufacturing sector continues to expand in the Tenth District.

MANUFACTURING ACTIVITY
Diffusion Index, Seasonally Adjusted, Month-over-Month
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Manufacturers in the Tenth District expect higher levels of activity

over the next six months.
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Home prices fell sharply over the last few years in many pacts of the

country.

CHANGE IN HOME PRICES Peak (200702) to Current (201202)
FHEA Purchase-Only Index
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However, home prices have stabilized over the past yeat:

CHANGE IN HOME PRICES Year-over-Year, 201202
FHEA Purchase-Only Index
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Residential construction activity is picking up but remains well below

pre-recession levels.

VALUE OF RESIDENTIAL CONSTRUCTION CONTRACTS
Index 100 = July 2002, Seasonally Adjusted, 'I'hree-Month Moving Average

180
160
140
120
100
July Year-to-Date over the
80 Same Period 1.ast Year
N United States
24.6%
40
20
0
Jul'02 Jul '04 Jul '06 Jul'08 Jul"10 Jul"12

Source: McGraw Hill/ F.W. Dodge



Residential construction activity has increased in almost every state over the

_— P ast year.

VALUE OF RESIDENTIAL CONSTRUCTION
Percent Change, Cumnlative Year-to-Date — January through July 2012
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Non-residential construction activity has struggled to tecover from

the recent recession.

VALUE OF NON-RESIDENTIAI & NON-BUILDING CONSTRUCTION
Seasonally Adjusted, Three-Month Moving Average
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Improvements in non-residential construction activity have varied across

VALUE OF NON-RESIDENTIAL ¢ NON-BUILDING CONSTRUCTION
Percent Change, Cumnlative Year-to-Date  January through July 2012
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Drilling activity is responding to prices with oil drilling up and

natural gas drilling down.

U.S. ACTIVE DRILLING R1G COUNT
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Growth has slowed sharply in Europe this year and is expected to

remain slow 1n 2013.

WORLD ECONOMIC OUTLOOK PROJECTIONS
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to Europe make up about 18% of total U.S. e
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Growth has also slowed somewhat among emerging and developing

countries, but growth 1s expected to pick up next year.

WORLD ECONOMIC OUTLOOK PROJECTIONS
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U.S. Federal government debt levels have increased signhiticantly over

the last few vears.

U.S. DEBT TO GDP RATIO
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Under current law, U.S. deficits are expected to fall sharply over the fiext

SCvVEral years.

U.S. DEFICIT TO GDP RATIO
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Under current law, several tax increases and spending cuts eould lead

to a slowdown in economic growth next year.

GDP & THE “FISCAL CLIFF”
Percent Change (Annualized Quarterly Rates)
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United States
Economtee Update

This presentation will be available at
http:/ /www.ke.frb.org/denver/

Alison Felix
Alison.Felix@kc.frb.org
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