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A Fragile Economic Recovery…
Monthly payroll employment change, ex Census jobs, U.S., ths

Consistent monthly job 
growth of over 150K will 
be necessary to reduce 
unemployment
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U.S. Growth Will Remain Slow This Year
Real U.S. GDP, annualized quarterly % change

Forecast

2010 = 2.7% 
2011 = 3.1%
2012 = 5.0%
2013 = 4.2%
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…As Fiscal Stimulus Fades

Source: Moody’s Analytics

Contribution to real GDP growth, %

Tax rebate checks

Recovery Act Cash for 
Clunkers

Housing tax credit
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The Euro Debt Crisis Hammers Confidence…

Sources: Bloomberg, S&P, Moody’s Analytics
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…Especially of Nervous High Income Households

Sources: Federal Reserve, Moody’s Analytics

Personal saving rate for families in top fifth of income distribution
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Presentation Notes
report diff(iitb.us/1000) 
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Hiring Is Dormant

Source: Bureau of Labor Statistics

Number of monthly hires ex Census, U.S., ths, SA

Layoffs have abated, but hiring 
has yet to revive, and quits 
remain extraordinarily low

Presenter
Presentation Notes
Report lbjhrm.us
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Local Employment Is Turning Around Slowly

Source: BLS, Moody’s Analytics

Employment, total payroll, index: Jan08=100, 3-mo MA
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Layoffs in Montana Have Accelerated
Initial unemployment insurance claims, ths, SA

Source: DOL
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Slowdown in a Key Industry

Source: BLS, Moody’s Analytics

Employment, education/healthcare, index: Jan08=100, 3-mo MA
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Leisure/Hospitality Stumbles

Source: BLS, Moody’s Analytics

Employment, leisure/hospitality, index: Jan08=100, 3-mo MA
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Mining Begins to Recover

Source: BLS, Moody’s Analytics

Employment, mining, index: Jan08=100, 3-mo MA
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Montana’s Economy is Recovering…
Business cycle status as of July 2010 data

Source: Moody’s Analytics

Recovery
Recession

At Risk
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…Including its Three Metro Areas
Business cycle status as of July 2010

Source: Moody’s Analytics

Recovery
Recession

Expansion
At Risk
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Contracting Slipping

Improving Expanding

% change yr ago
Note: Size reflects relative total employment
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…Reflected in The Pattern of Jobless Rates
Unemployment rate, gain from cyclical low to July 2010, ppts

Source: BLS

Less than 3.7

Greater than 5.4

U.S. = 5.1

U.S.: 4.4% in May 2007; 9.5% in July 2010

Average
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Businesses Remain Very Anxious

Source: NFIB

Small business confidence index, 1986=100

Consumer confidence similarly 
remains very weak; larger businesses 
are a bit more upbeat

Presenter
Presentation Notes
report sbich.us,sbin.us
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90 days and over delinquent
In foreclosure 

First mortgage loans, ths

Sources: Equifax, Moody’s Analytics

The Foreclosure Crisis Continues on…

Strategic defaults, in which the 
homeowner can reasonably afford their 
mortgage payment but defaults anyway, 
are now over 20% of defaults.
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Presentation Notes
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But House Prices Pose Little Risk to Montana

Source: BLS, Moody’s Analytics

Case Shiller® Home Price Index: 2000Q1 = 100
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Montana
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Profits Surge and Jobs Should Follow…

Sources: BLS, BEA

Profit growth,
lagged 3 quarters (R)

Job growth,
% chg yr ago  (L)
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…Given Solid Business Balance Sheets
Nonfinancial corporate businesses

Sources: Federal Reserve, Moody’s Analytics
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Quick ratio
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Household Debt Burdens are Falling Fast…
% of disposable income

Sources: Federal Reserve, BEA, Moody’s Analytics

Presenter
Presentation Notes
The combination of low rates and reduced debt have dropped debt burdens substantially

Growth in other obligations has been reduced by lower house prices and rents and less vehicle leasing

A real benefit to consumers and their financial flexibility

Nearly $100 billion less debt payments per year – not including strategic default Cris will be talking about right now…
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…Leading to Better U.S. Credit Quality

Sources: Equifax, Moody’s Analytics

% of $ amount of households liabilities outstanding, U.S.

Presenter
Presentation Notes
While defaults fell a little in Q2, 120+ and 30 day delinquencies rose
	declines in 60 and 90 moderated

downplay the increase in 30 day delinquencies. The reported increase may be just noise in this data  (as I haven’t seen any other reports of an increase.)  The rate of improvement in 30 day delinquencies likely fell -- similar to the 60 and 90 day rates given lack of improvement in the labor market.

On an account basis, both 120+ and default rates rose while declines in 30, 60, and 90 slowed.

As I’ve pointed out before there is a nice progression in the declines:
30 day peaked in q4 2008
60 day peaked in q1 2009
90 day peaked in q2 2009
120 day still rising in dollar terms, but fell in q1 on an account basis
Default about flat – down in q1 on a dollar basis, but still rinsing on an account basis

Slower improvement also seen in several segments…
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A Similar Pattern in Montana

Sources: Equifax, Moody’s Analytics

% of $ amount of households liabilities outstanding, Montana
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90 day peaked in q2 2009
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Default about flat – down in q1 on a dollar basis, but still rinsing on an account basis

Slower improvement also seen in several segments…
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Very Costly, but Not a Hit to Potential GDP…

Sources: BEA, Moody’s Analytics

Real GDP, 2005 $ bil
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…But an Inflection Point for Consumers…

Sources: BEA, Moody’s Analytics

Personal saving rate, 5-year MA
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Unit labor costs in euros, % change, past decade
…And Exports Must Pick-Up the Slack
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Montana is Not a Big Exporter…

Sources: BEA, BLS, Moody's Analytics

Exports of goods and commodities as a % share of GSP, 2009
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But Its Export Dependence is Rising

Sources: Census, BEA, Moody’s Analytics

Commodity and goods exports, % of GSP, 4-qtr MA

Mountain region
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downplay the increase in 30 day delinquencies. The reported increase may be just noise in this data  (as I haven’t seen any other reports of an increase.)  The rate of improvement in 30 day delinquencies likely fell -- similar to the 60 and 90 day rates given lack of improvement in the labor market.

On an account basis, both 120+ and default rates rose while declines in 30, 60, and 90 slowed.

As I’ve pointed out before there is a nice progression in the declines:
30 day peaked in q4 2008
60 day peaked in q1 2009
90 day peaked in q2 2009
120 day still rising in dollar terms, but fell in q1 on an account basis
Default about flat – down in q1 on a dollar basis, but still rinsing on an account basis

Slower improvement also seen in several segments…
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Commodity Prices Will Help

Sources: CRB, Moody’s Analytics
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A Slow Turnaround in Employment…

Source: Moody’s Analytics
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…But Income Growth Outpaces U.S. Early on

Source: Moody’s Analytics
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Moderate Forecast Error for Montana

Sources: Moody's Analytics

Projected job growth for 2009, absolute % error, year ago forecast
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Forecast Was Too Strong 

Sources: Moody's Analytics

Actual employment growth less predicted growth, 2009, ppt

Greater than 0
-1.4 to 0
-5.3 to -1.4



www.economy.com121 North Walnut Street
Suite 500
West Chester, PA 19380
610.235.5299



FROM MOODY’S ECONOMY.COM   38

© 2010 Moody’s Analytics, Inc. and/or its licensors and affiliates (collectively, “MOODY’S”). All rights reserved. ALL INFORMATION CONTAINED HEREIN IS 
PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER 
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN 
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT. 
All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or 
mechanical error as well as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall 
MOODY’S have any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or 
otherwise) or other circumstance or contingency within or outside the control of MOODY’S or any of its directors, officers, employees or agents in connection with 
the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special, 
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if MOODY’S is advised in advance of the possibility 
of such damages, resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, and other observations, if 
any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or 
recommendations to purchase, sell or hold any securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE 
BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion must be weighed solely as one factor in any investment decision made 
by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each security and of 
each issuer and guarantor of, and each provider of credit support for, each security that it may consider purchasing, holding, or selling.


	The Economic Outlook for Montana and the U.S. ��
	A Fragile Economic Recovery…
	U.S. Growth Will Remain Slow This Year
	…As Fiscal Stimulus Fades
	The Euro Debt Crisis Hammers Confidence…
	…Especially of Nervous High Income Households
	Hiring Is Dormant
	Local Employment Is Turning Around Slowly
	Layoffs in Montana Have Accelerated
	Slowdown in a Key Industry
	Leisure/Hospitality Stumbles
	Mining Begins to Recover
	Montana’s Economy is Recovering…
	…Including its Three Metro Areas
	Slide Number 15
	…Reflected in The Pattern of Jobless Rates
	Businesses Remain Very Anxious
	The Foreclosure Crisis Continues on…
	But House Prices Pose Little Risk to Montana
	Profits Surge and Jobs Should Follow…
	…Given Solid Business Balance Sheets
	Household Debt Burdens are Falling Fast…
	…Leading to Better U.S. Credit Quality
	A Similar Pattern in Montana
	Foreclosures Not a Heavy Weigh on Montana
	Very Costly, but Not a Hit to Potential GDP…
	…But an Inflection Point for Consumers…
	…And Exports Must Pick-Up the Slack
	Montana is Not a Big Exporter…
	But Its Export Dependence is Rising
	Commodity Prices Will Help
	A Slow Turnaround in Employment…
	…But Income Growth Outpaces U.S. Early on
	Alternative Scenarios for Employment Outlook
	Moderate Forecast Error for Montana
	Forecast Was Too Strong 
	Slide Number 37
	Slide Number 38

