o

U.S. Chamber of Commerce

Economic and Trade Outlook
June 2010

John Murphy


Moderador
Notas de la presentación
Real GDP grew at a 3.0 percent pace in the first quarter, down from 5.6 percent at the end of 2009. Tepid consumption and significantly less inventory accumulation were the main culprits.



The economy lost about 7.8 million jobs since the start of the recession, with the majority (4.7 million) lost in 2009. But recent growth has finally started to produce positive job growth with 573,000 jobs created over the first four months.



Inflation remains subdued in the near term and relatively weak growth here and abroad should keep the near term outlook relatively benign.
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Moderador
Notas de la presentación
According to the most recent data, real GDP increased at a 3.0 percent annual rate in the first quarter of 2010, following a 5.6 percent increase the previous quarter, and a 2.2 percent bump in Q3 2009. 



While not all incoming data is pointing to a continued recovery, the general trend is consistent with our forecast for solid but not spectacular GDP growth for the remainder of the year. 



While the overall outlook is for continued positive growth, the projected growth is simply not fast enough to put those displaced by the recent downturn back to work.
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Moderador
Notas de la presentación
Real personal consumption expenditures accelerated to a 3.5 percent annual pace in the first quarter of 2010, following an increase of 1.6 percent in the fourth quarter. This growth, however is considerably weaker than what we saw coming out of the recessions in the mid 70s and early 80s.



Ultimately consumption is driven by increases in incomes and wealth. Real disposable income per capita began to grow in the second half of 2009 and was up 4.4 percent in April, but significantly stronger job growth will be necessary to see improvement from this point.



Household wealth improved by $680 billion in the fourth quarter of last year after increasing by $2.8 trillion in the previous quarter. Despite these recent gains household wealth remains off by more than $10 trillion since the start of the recession in December 2007. The recent drop in the stock market will likely cause a drop in wealth for Q2 2010.



Fundamental improvement in household wealth will ultimately be dependent on improvements in housing values.
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Moderador
Notas de la presentación
We lost almost 8 million jobs since the beginning of the recession and 4.7 million in 2009. But over the first five months, the economy has added 982,000 jobs – about 495,000 in the private sector. In May, the economy added 431,000 jobs but 411,000 were temporary census jobs.



Claims for unemployment insurance have trended down over the past year, despite some recent fluctuations. Nonetheless, claims are still elevated and suggest the labor market will not recover quickly from the downturn.



The employment gains drove the unemployment rate back down to 9.7 percent, as many workers left the labor force. 
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Moderador
Notas de la presentación
Equipment and software investment increased at an annual rate of 12.7 percent in the first quarter after growing 19 percent in the fourth quarter. We expect continued, but slower, gains through the year.



Investment in structures decreased at a 15.3 percent annual rate in the first quarter, after declining 18.1 percent in the fourth quarter. There is still too much unused capacity in the economy.



Private inventories increased by $33.9 billion in the first quarter, the first increase since the first quarter of 2008. The inventory to sales ratio has improved but until we see consistent consumer demand, businesses will be reluctant to rebuild inventories under conditions of extreme uncertainty.
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Moderador
Notas de la presentación
Industrial production picked up in the second half of 2009 after 5 quarterly declines. In April production increased at a 9.9 percent annual rate.



Corporate profits have gradually improved since their recent low in the first quarter of 2009, but remain below pre-recession peaks. 



The purchasing managers’ index has gradually improved over the past year but declined 0.7 points in May to 59.7, still consistent with an improving economy. 




- The President’s Budget

(Forecast from CBO)
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Moderador
Notas de la presentación
The government deficit in fiscal year 2009 was $1.4 trillion, up from $458 billion in 2008. 



The Congressional Budget Office (CBO) expects the deficit to increase in FY 2010 to $1.5 trillion. The deficit is projected to remain elevated throughout the forecast horizon, never dropping below $700 billion and to be just over $1.2 trillion in 2020.



As a share of GDP, the budget deficit in 2009 was 9.9%, up from 3.2% in 2008. According to CBO, the deficit in 2010 is projected to be 10.3% before declining over the next few years. In 2020 the deficit is expected to be 5.6% of GDP.



Thus it is likely that the deficits will remain higher than the growth rate in the economy with the result that the debt to GDP ratio will continue to climb.
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Moderador
Notas de la presentación
The amount of debt held outside the government is projected to nearly double over the next ten years. The government debt in FY 2009 was $7.5 trillion and is forecast to increase to $9.2 trillion in FY 2010. It is expected to exceed $20 trillion by 2020. 



The debt to GDP ratio jumped to 53% in FY 2009 from 42% in 2008. In 2010 the CBO is forecasting another large jump to 63.2%. By 2020 it is expected to rise to 90%.



These excessive dept levels would likely intensify the downward pressure on the dollar, raise interest rates and increase inflationary pressures.
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Moderador
Notas de la presentación
The trade deficit is down 35 percent since the start of the recession in December 2007. Exports increased at a 7.2 percent annual rate in the first quarter, while imports increased 10.4 percent. As a result, the trade deficit increased by $20.3 billion in the first quarter.



Recent problems in the EU will likely slow demand in that sector as well as propping up the dollar, both of which will slow export growth.



With soaring budget deficits as far as the eye can see, there will be longer term pressure on the dollar. 
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