
Todayôs Economic 
Landscape and Whatôs on 
the Other Side

To: HRLB ðBaltimore, Maryland
July 23rd, 2009 

Presented by: 
Morris  Segall, President 
SPG Trend Advisors



THE ECONOMY
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We believe the nearly 12% cumulative decline in GDP in Q4ô08 and Q1ô09  is the worst of the 
economic contraction in the current recession with Qô1ô09 representing a demand bottom  in 
this cycle. We expect GDP in Q2 and Q3 of this year to show further contraction but to be 
ñless worseò than Q1 . Q4 could actually show some modest GDP growthspurred by federal 
stimulus money hitting the economy.

Gross Domestic Product
Q1 2001 ïQ1 2009

Source: Bureau of Economic Analysis



Contributions to GDP Growth by Component 
Q1 2008 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 to a cutback 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
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The world-wide recession will linger around the world.  U.S. and other high 
income countries will see a contraction in real GDP growth this year.  
Developing countries are expected to maintain a positive growth though at  
lower rate compared to other years. 

Source: World Bank

Historic and Projected Real GDP Growth around the World
2007 ï2011*

*2007/08 data are actual 



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

Q1 2001 -Q1 2009

Source: Bureau of Economic Analysis
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Year-over-year decline in corporate profits accelerated  
through the fourth quarter of 2008.  The speed of decline 
eased  in the first quarter of this year thanks to the 
improvement in the financial sector corporate profits.  
However, corporate profits net of  the financial sector 
continued deteriorating.  



Industrial Production 
January, 2008 ïJune, 2009

Source: Federal Reserve Bank
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Industrial  Production (IP) has collapsed 
since Q3, 2008.  The monthly production 
level is measured against  the average in 
2002.  IP for June 2009 was 95.4, 
indicating that the production level was 
95.4% of that in 2002, the bottom of the 
last recession.

% decline Jan. 08 -
June 09: 15%



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

June 09
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Thousands

Since January of 2008, over 6 million jobs 
have been lost. Job losses peaked in January of 
this year at 741,000 and now appear to be 
trending below 500,000. Again, ñless worseò 
but still bad . Downward revisions to the  
second quarter numbers are still possible.

Source: Bureau of Labor Statistics



National Nonfarm Employment by Industry Sector Groups
January, 2008 ïJune, 2009
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Note the widespread loss of jobs. There are now 
more job losses in white collar and service 
sectors than in manufacturing and 
construction. This is every bit a white collar, 
middle class recession. 

Source: Bureau of Labor Statistics



Initial Unemployment Claims
January, 2009 ïJuly, 2009

Source:  Department of Labor

488

535

575

590

624

617

631

656

643

657

644

657

674

660

613

645

635

601

643

636
625

625

605

612
630

617

569

522

400

450

500

550

600

650

700

3
-J

a
n

1
0-

J
a

n

1
7-

J
a

n

2
4

-J
a

n

3
1-

J
a

n

7
-F

e
b

1
4-

F
e

b

2
1-

F
e

b

2
8

-F
e

b

7
-M

a
r

1
4-

M
a

r

2
1-

M
a
r

2
8

-M
a

r

4
-A

p
r

1
1-

A
p
r

1
8-

A
p
r

2
5
-A

p
r

2
-M

a
y

9
-M

a
y

1
6-

M
a
y

2
3
-M

a
y

3
0

-M
a
y

6
-J

u
n

1
3-

J
u

n

2
0

-J
u

n

2
7
-J

u
n

4
-J

u
l

1
1-

J
u

l

T
h

o
u

s
a

n
d

s

Reflecting the rise in unemployment, new job losses rose 
dramatically in the first quarter of this year. However, the 
trend of new job losses appears to have peaked at around 
660,000 in March.  Recent readings in this series are being 
distorted by a number of factors and are overstating the 
improvement in first time job losses. 




