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THE ECONOMY



Q1 2009
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from Prior Period

Preliminary data for Q1ô09 shows a further decline of 6.1%. We believe this is the worst of 
the economic contraction in the current recession and represents a demand bottom in this 
cycle. Subsequent data indicate an upward revision to this measurement is possible. We 
expect GDP in Q2 and Q3 of this year to be ñless worseò than Q1 and Q4 could actually show 
some modest GDP growth.

Gross Domestic Product
Q1 2001 ïQ1 2009

Source: Bureau of Economic Analysis



Contributions to GDP Growth by Component 
Q4 2007 ïQ1 2009
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The decline in Q1 GDP was led by large declines in business capital 
investment including inventory liquidation and a shift in Federal and 
State government spending. Net exports shifted to a positive contribution 
in Q1 but only because imports fell by a greater amount than exports. 
Consumer spending showed a surprising gain in Q1 and it was 
widespread among goods and services. We do not think this occurrence 
in consumer spending is sustainable given the continued high level of 
unemployment and the escalating cost of credit.

Source: Bureau of Economic Analysis



Historic and Projected World Output Growth, 
2004 through 2010*
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Source:  International Monetary Fund

*2009-2010 data are projections This recession has spread worldwide  with  greater 
negative impact on export dependent  overseas 
economies. Many overseas economies are now 
projected to contract this year led by severe recessions 
in Europe, Japan and Asia.  These projections may still 
be too optimistic for 2009 and 2010. 



Corporate Profits 
(before taxes on corporate income)

Q1 2000 ïQ4 2008

Source: Bureau of Economic Analysis
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Q3 2006 ïQ4 2008: 

26.2% decline 

Q1 2000 ïQ3 2001: 

14.2% decline 

Corporate profits fell 26.2% between the third quarter of 2006 
and the fourth quarter of 2008, twice the peak to trough 
decline in corporate earnings in the 2001-02 recession. 

Corporate profits are adjusted for inventory valuation and capital 
consumption.  The measure includes both domestic and overseas 
operations.



Year -over -year Percentage Changes in 
Corporate Profit before Tax

Q1 2001 -Q4 2008

Source: Bureau of Economic Analysis
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Year-over-year decline in corporate profits accelerated  through the fourth quarter 
of 2008.  The decline will be greater in the first quarter of this year as the impact 
of the recession is fully felt in the corporate sector. We do expect the year over 
year decline to hit its low point in the first quarter.  



Industrial Production 
January, 2008 - March, 2009

Source: Federal Reserve Bank
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Industrial  Production (IP) has collapsed 
since the beginning of the recession in 
Q4, 2007.  The monthly production level 
is measured against  the average in 2002.  
IP for March 2009 was 97.4, indicating 
that the production level was 97.4% of 
that in 2002, the bottom of the last 
recession.

% decline Jan. 08 -
Feb. 09: 16%



Capacity Utilization by Status of Production
January, 2008 - March, 2009

Source: Federal Reserve Bank
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Coincident with the decline in Industrial Production is the decline in Industrial 
Capacity Utilization. Note the rapid decline in capacity utilization for semi 
finished and finished goods reflecting the weakness in end user demand. We 
believe the March data could be the bottom as production and capacity 
utilization are now at such low levels.



Net Change in U.S. Jobs (Total Non -farm)
June, 2005 ïMarch, 2009

Mar -09
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Thousands

Since January of 2008, more than 5 million 
jobs have been lost.

Source: Bureau of Labor Statistics


