
Economic Outlook

November 16, 2009



| Association of Equipment Manufacturers 2

Economic Growth

Real GDP 
Bars = CAGR     Line = Yr/Yr Percent Change
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Source: U.S. Department of Commerce and Wells Fargo Securities, LLC
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We believe the 
recession ended in 
June, but what lies 

ahead will likely be a 
very modest recovery
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Domestic Demand

Real "Core" GDP
Bars = CAGR     Line = Yr/Yr Percent Change
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Source: U.S. Department of Commerce and Wells Fargo Securities, LLC

Insert SubHeading (optional)

Real ñcoreò GDP, or 
private domestic final 

sales, reflects the 
domestic economy 
more clearly and is 
expected to recover 

more slowly
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Labor Market

Employment Change in Recessions
Percentage Change Peak-to-Trough
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The labor market 
remains the primary 
concern as job losses 

are expected to 
exceed every post -

World War II 
downturn
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Unemployment by County

Unemployment Rate
September 2009
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Large Portions of the United States Already Face Serious Unemployment Issues

Source: US Department of Labor and Wells Fargo Securities, LLC
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Reason for Unemployment 

Unemployed by Reason for Unemployment
As a Percent of the Civilian Labor Force
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Insert SubHeading (optional)

Reentrants and new 
entrants will likely 

account for a larger 
share of the increase 
in the unemployment 

rate
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Inventories

Change in Real Inventories 
Billions of Dollars, Annual Rate
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Source: U.S. Department of Commerce and Wells Fargo Securities, LLC

Insert SubHeading (optional)

Businesses are finally 
bringing inventories 

back in line with 
underlying demand
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Equipment & Software Investment

Real Equipment & Software Investment
Bars = CAGR     Line = Yr/Yr Percent Change
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Source: U.S. Department of Commerce and Wells Fargo Securities, LLC

Insert SubHeading (optional)

Demand for 
equipment and 

software has already 
turned positive and is 

expected to be a 
larger contributor to 

economic growth
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Construction Equipment

Construction Machinery Shipments & New Orders
3-Month Moving Average, Year-over-Year Percent Change
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Source: U.S. Department of Commerce and Wells Fargo Securities, LLC

Insert SubHeading (optional)

Orders and shipments 
for construction 

equipment are still 
falling
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Credit Spreads

TED Spread 
Basis Points
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Source: British Bankersô Association, Federal Reserve Board and Wells Fargo Securities, LLC

Insert SubHeading (optional)

Credit markets thawed 
from late last yearôs 

abnormally high 
levels.  The TED 
spread is now at 

around its lowest level 
since the credit crunch 

began. But have 
conditions really 

improved that much?

3-Month LIBOR ï3-Month Treasury
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Mortgage Rates

Conventional Mortgage Rate vs. Spread
Basis Points, Percent
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Insert SubHeading (optional)

Mortgage rates were 
pushed lower by the 
Fedôs intervention in 

the MBS market
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Corporate Bond Spread

Baa Corporate Spread vs. S&P 500 Index 
Basis Points
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Insert SubHeading (optional)

The Baa corporate 
bond spread has come 

down substantially 
since the Fed began 

its quantitative easing 
policy
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The Global Recession

Real Global GDP Growth
Year-over-Year Percent Change
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Insert SubHeading (optional)

The global economy 
contracted for the first 

time in 2009, but is 
expected to rebound 

solidly next year
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The Dollar

Trade Weighted Dollar
Major Curency Index, 1973 = 100
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Source: Federal Reserve Board and Wells Fargo Securities, LLC

Insert SubHeading (optional)

After reversing gains 
from a flight - to - safety 
last year, the dollar is 
expected to eventually 

grind higher against 
most major currencies
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Homebuilding

Housing Starts
Millions of Units
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Source: U.S. Department of Commerce and Wells Fargo Securities, LLC

Insert SubHeading (optional)

An overbuild of 2.0 
million houses 

occurred at the peak, 
and inventory levels 

remain elevated
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Homebuilding

Vacant Homes for Rent and Sale
In Millions, Non-Seasonally Adjusted
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Source: U.S. Department of Commerce and Wells Fargo Securities, LLC

Insert SubHeading (optional)

Elevated vacant 
homes for rent and for 

sale will likely 
continue to put 

downward pressure on 
rents and home prices
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Home Prices

Home Prices
Year-over-Year Percentage Change
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Insert SubHeading (optional)

Home prices are 
showing tentative 

signs of bottoming out
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FHFA (OFHEO) Home Price Index

The FHFA Price Index Show Smaller but Pervasive Price Declines

Home Price Declines from Peak

Source: FHFA and Wells Fargo Securities, LLC


