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 A Commodity Led Recovery in Nebraska.

 Monetary Policy is Risk Management

 Have the Risks Changed from Deflation to Inflation?

 What are the Risks to the Recovery?



Federal Reserve Bank of Kansas City – Omaha Branch
Regional, Public, Community Affairs Division www.kansascityfed.org/omaha

Strong Commodity Markets 
Drive the Nebraska Economy
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Source: Bureau of Labor Statistics

Unemployment Rates by County
Jan. 2010 to Dec. 2010 average
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Source:  Federal Reserve District Surveys 
(Chicago, Minneapolis, Kansas City, Dallas)
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Monetary Policy as 
Risk Management
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What is the Risk?

Economic Malaise
And 

Deflation

Robust Job Growth
And 

Inflation



Federal Reserve Bank of Kansas City – Omaha Branch
Regional, Public, Community Affairs Division www.kansascityfed.org/omaha

0

500

1,000

1,500

2,000

2,500

3,000

Jan-07 Jul-07 Jan-08 Jul-08 Jan-09 Jul-09 Jan-10 Jul-10 Jan-11

Fed Agency Debt MBS Purchases

Liquidity to Key Credit Markets

Lending to Financial Institutions

Long Term Treasury Purchases

Traditional Security Holdings

Federal Reserve Balance Sheet: Assets

Billion Dollars

Source:  Federal Reserve Bank of Cleveland

QE2



Federal Reserve Bank of Kansas City – Omaha Branch
Regional, Public, Community Affairs Division www.kansascityfed.org/omaha

Have the Risks Changed?
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Money * VelocityPrice =
Quantity

Definition of Inflation: 
Too much money

chasing 
too few goods

M
V
Q

Quantity Theory of Money
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Net percent of bankers reporting stronger loan demand

Loan Demand at Commercial Banks

Source: Federal Reserve  Board of Governors
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Nonresidential Fixed Investment

Percent change from year ago

Source: Bureau of Economic Analysis
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What are the Headwinds?
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Percent of employment

Source: Bureau of Labor Statistics

Job Openings and Labor Turnover
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Percent of U.S. GDP

Source: Federal Reserve Board of Governors

U.S. Debt Outstanding by Sector
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Dollars per bushel

Source: Commodity Research Bureau

Corn and Crude Oil Prices
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 Nebraska’s is enjoying a stronger economy, fueled by 
commodity markets.

 Agriculture faces major interest rate risk.
 Monetary policy is risk management.
 Economy growth is strengthening.
 Inflation depends on velocity: 

spending, lending, and investment.
 With economic risks remaining, 2011 will be interesting.



For More Information
on 

The Nebraska Economy

Federal Reserve Bank of Kansas City 
Omaha Branch
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Nebraska Economist
A quarterly summary of 

economic conditions in the Cornhusker State
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