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U.S. Situation/Outlook 

ï There is a lot not to like about the economy: GDP has done 

another mid - year swoon...  
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U.S. Situation/Outlook 

ï There is a lot not to like about the economy: Durable goods 

orders plunged in August...  
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U.S. Situation/Outlook 

ïThere is a lot not to like about the economy: The uneven 

character and slow pace of the labor market recovery...  
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U.S. Situation/Outlook 

ï There is a lot not to like about the economy Confidence 
remains at low levels --- A ñnew normal?ôô 
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U.S. Situation/Outlook 

ï The ònew normalò has been around a while...Like for the 
last three recoveries dating back to 1991 recession...  
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U.S. Situation/Outlook 

ïObstacles Remain: Then there is housing... Talk about a ñnew 
normal...ò 
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U.S. Situation/Outlook 

ïHousing prices remain ñsoft:ò But prices may now have  
ñbottomedò according to the Case- Shiller Index (20 Metro areas)  
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U.S. Situation/Outlook 

ïAlthough prices are way down versus peak: 43 states had 
quarterly price increases (Q1 - Q2:2012)...only 8 states are negative year - year...  
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U.S. Situation/Outlook 

ïThen there is Europe... The EU continues to lose credibility.  

% [10 Year Yields]  
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U.S. Situation/Outlook 

ï And then there is the federal deficit...and its drag...  
...Where ñdeftò policy is neededðat a time when the capacity for 
such is lacking .  
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U.S. Situation/Outlook 

ï And the fiscal cliff... Which, if un - addressed, could push the 
U.S. economy into another recession...  
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Federal Deficit Reduction Real GDP Reduction 

FISCAL POLICY MEASURE  ($billion)  ($billion) 

Bush-era Tax Cut (below $250K of income) -198 -174

Bush-era Tax Cut (above $250K of income) -83 -40

AMT Patch -120 -59

Payroll Tax Holiday -115 -100

Automatic Spending Cuts (sequestration) -100 -105

Emergency Unemployment Insurance -40 -58

Affordable Care Act (Obamacare) -20 -9

Medicare Doc Fix -20 -9

Tax Extenders -20 -4

Bonus Depreciation -12 -2

__________________________________________________________________________________  

TOTAL -728 -560

Percent of Gross Domestic Product 4.6 3.6

bƻǘŜǎΥ ¢ƘŜ ŘƛŦŦŜǊŜƴŎŜ ƛƴ ǘƘŜ ōǳŘƎŜǘ ŘŜŦƛŎƛǘ ƛǎ ōŀǎŜŘ ƻƴ ŀ ǎǘŀǘƛŎ ŀƴŀƭȅǎƛǎ ς ƛǘ ŘƻŜǎ ƴƻǘ ƛƴŎƭǳŘŜ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ǘƘŜ ŎƘŀƴƎƛƴƎ ŜŎƻƴƻƳȅ ŀƴŘ ǘƘŜ 

ǊŜŀŎǘƛƻƴ ƻŦ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘǎΦ ¢ƘŜ ŘƛŦŦŜǊŜƴŎŜ ƛƴ ǊŜŀƭ D5t ƛǎ ōŀǎŜŘ ƻƴ ŀ ŘȅƴŀƳƛŎ ŀƴŀƭȅǎƛǎ ǳǎƛƴƎ ǘƘŜ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎ ƳŀŎǊƻŜŎƻƴƻƳƛŎ ƳƻŘŜƭ 

ς ƛǘ ŘƻŜǎ ƛƴŎƭǳŘŜ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ǘƘŜ ŎƘŀƴƎƛƴƎ ŜŎƻƴƻƳȅ ŀƴŘ ǘƘŜ ǊŜŀŎǘƛƻƴ ƻŦ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘǎΦ 

{ƻǳǊŎŜǎΥ /.hΣ ha.Σ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎ 
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U.S. Situation/Outlook 

ï Uncertainty can cause stagnation & pull - backs.  Fiscal 
policy has turned decidedly negative...  
Contribution to real GDP Growth, % [Moodyôs Analytics] 
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U.S. Situation/Outlook 

ïBut we are ñrighting the wrongsò of the last bubble... 
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U.S. Situation/Outlook 

ïAnd inflation remains under control... Despite dire warnings 
back in 2008...and the NRG price run - up last Spring.   
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U.S. Situation/Outlook 

ïThe Fed remains ñaccommodativeò to growth...and will continue 
to be so with its latest ñQE3ò effort....  

Percent  
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Wrapping Up the U.S Outlook...  

-  Chances are we will make it...Policy will be 
key.  
ÅBut we will have sub - trend growth and a continuation 

of a sub - par labor market recovery...  

-  Key questions/issues.  
ï What will happen to the ñpartisan gridlockò in Washington 
after the election?  

ï Will the European debt, currency, and banking crisis 
ease...and eventually be dealt with?  

ï Has the housing market really stabilized ðwill it become a 
positive for the economy in 2013?  

ï Will QE3 be effective...are we out of bullets?  

ïWhat will happen in the ñlame duckò session after the 2012 
elections in terms of addressing the fiscal cliff?  

 



The New England Situation  

-  Like the U.S. overall, the recovery in NE has been subpar...  

 
Year-Over-Year Job Change by State Year-Over-Year Job Change by State

Total Payroll Jobs (Aug 2011-Aug 2012) Private Sector Payroll Jobs (Aug 2011-Aug 2012)

Rank State Rank State % Change

1 North Dakota 6.6% 1 North Dakota 8.0%

2 Oklahoma 2.9% 2 Oklahoma 3.2%

3 Indiana 2.6% 3 Texas 3.1%

4 Hawaii 2.5% 4 California 2.8%

5 Texas 2.5% 5 Arizona 2.7%

7 California 2.2% 14 New York 1.8%

16 Vermont 1.4% 17 Massachusetts 1.6%

17 Massachusetts 1.4%

21 Florida 1.5%

19 New York 1.4%

23 Vermont 1.5%

25 New Jersey 1.3%

27 New Jersey 1.4%

30 Minnesota 0.9%

38 Delaware 0.7%

39 Pennsylvania 0.4% 39 Pennsylvania 0.7%

43 Connecticut 0.2% 41 Connecticut 0.3%

44 New Hampshire -0.1%

45 New Hampshire -0.3%

46 Mississippi -0.3% 46 Wisconsin -0.3%

47 Maine -0.4% 47 Rhode Island -0.4%

48 Rhode Island -0.6% 48 West Virginia -0.4%

49 West Virginia -0.7% 49 Maine -0.6%

50 New Mexico -1.5% 50 New Mexico -1.1%

Source: U.S. Department of Labor, BLS Source: U.S. Department of Labor, BLS



The New England Situation  

- And this ñuneven-nessò is also reflected in the sector-
by - sector performance...  

 
Payroll Job Performance By NAICS Supersector August 2011 vs. August 2012

Highest Ranked # of States Reporting # of NE States

Industry Supersector New England State Job Losses Among Losers

Total Nonfarm VT (16th) 7 3

Total Private MA (17th) 6 4

Construction RI (4th) 27 3

Manufacturing MA (31st) 14 4

Information MA (1st) 20 3

Financial Activities VT (32nd) 18 4

Trade, Transportation, Utilities MA (9th) 9 1 (RI)

Leisure and Hospitality RI (10th) 7 1 (ME)

Education and Health Services CT (7th) 3 2 (RI,NH)

Professional and Business Services MA (4th) 10 4

Government NH (6th) 25 3

Notes:

NAICS means North American Industry Classification System

Source: U.S. Bureau of Labor Statistics



The New England Situation  

- The sub - par NE recovery also is expected to 
continue...  

Total Jobs  



The New England Situation  

- The sub - par NE recovery also is expected to 
continue...  

Peak Unemployment Rate to URate  2015:Q4  



The New England Situation  

- Housing prices have flattened recently and 
are expected to rise beginning in 2013 - 15...  

Median House Price Trough (Bottom) to 2015:Q4  



The N.E. Outlook by the Numbers  

-  But it will be a long, hard slog toward expansion...  

  ---------------------Actual--------------------   ---------------Forecast-------------         

  2007 2008 2009 2010 20111   20121 2013 2014 2015   

Real Output (% Change)                       

U.S. Gross Domestic Product 1.9 (0.3) (3.5) 3.0 1.7   2.2 2.6 4.0 3.7   

New England 1.7 0.4 (2.6) 3.4 2.2   3.0 2.8 3.1 2.7   

Gross Regional Product                       

                        

Non-Farm Employment 

(% Change) 

                      

U.S. 1.1 (0.6) (4.4) (0.7) 1.2   1.4 1.5 2.3 2.6   

New England 0.9 0.0 (3.7) (0.2) 0.6   0.8 1.0 1.5 1.7   

Personal Income                       

(% Change) (Current Dollars)                       

U.S. 5.7 4.6 (4.3) 3.7 5.1   4.2 5.3 6.6 6.1   

New England 5.9 3.5 (3.7) 3.2 4.8   3.9 4.7 6.1 5.6   

Unemployment (%)                       

U.S. 4.6 5.8 9.3 9.6 9.0   8.1 7.8 6.9 6.0   

New England 4.5 5.4 8.1 8.5 7.8   7.0 6.9 6.3 6.9   

FHFA Home Prices 2                       

(% Change) (Current Dollars)                       

U.S. 1.3 (4.5) (4.8) (3.7) (3.5)   (0.9) 0.0 3.1 4.7   

New England (1.0) (3.8) (4.3) (2.4) (2.0)   0.0 1.9 3.8 4.7   

Calendar Year Forecast Comparison:  United States, New England and Vermont 
  



New England Outlook...  


