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Inflation?
What Inflation!



Consumer Price Index: No Inflation Anywhere!!



Core PCE Price Index: No Inflation Anywhere!!

If it hits 2% that would be good news and does NOT mean the Fed will slam the breaks!



Total Compensation: No Inflation Anywhere!!



Inflation Expectations? None, Anywhere!



Fed Balance Sheet Grows, But Not the Money Supply



Monetary Velocity Drops Like a Rock

Corporation have huge cash hoards, etc...



Therefore Money Supply Growth is Flat



Federal Reserve Behavior

Yellen & Fischer are excellent

New appointees are possible more dovish
— Bye bye Plosser and Fischer

Tapering ends 10/29/14

Short-term rates stay @ zero “for a
considerable time” after tapering ends
meaning maybe 6/1/15.

As long as:

— inflation is “below 2% longer-run goal and inflation
expectations remain well anchored.” And, what
exactly does that mean?



Federal Reserve Behavior

Short—term rates rise by 25 BP every 3 months
starting 6/16/15. By 12/31/15 they reach
1.25%. By 12/31/16 2.65%

Except for UK, Central Banks not raising rates

Rates continue rising S-L-O-W-L-Y till they hit
3.75% by the end of 2017. The Fed will employ
many tools to raise rates.

The Fed will use them carefully.

— Fed Funds and IOER, and also ON-RRP,

— Balance Sheet shrinking will take till 2020!
Via principal repayment only.



Thus Low, but Rising Interest Rates!



The Economy?
It’s ... Improving!



GDP Growth Drivers — Contractionary Fiscal Policy



Fewer of Us are Working in State and Local Gov't!

But, These Losses are Now Reversing at both the state and local levels




Labor Productivity Growth is Dismal (good)



As Has Industrial Production



But Not Quite Factory Utilization Rates



The Labor Market iIs
Improving Very

S-L-O-W-L-Y!



Historical Job Growth
Y-0-Y Total Employment Change



STEADY Labor Market Improvement: Involuntary Separation
Long Term Trends: 1967-2014



Fewer of Us are Working!

Especially Youngsters. ...... More Renters?

55+



Working Part Time and Unhappy About It!

Stubbornly high and a large percentage of all new jobs created



Hiring and Separation Rates Are Weak

Openings, layoffs at pre-recession levels. Not so for hires and quits



Historical Rate of Change in Temporary Job Growth

Month over Month Percent Change: Not a Good Leading Indicator



Households Get
Stronger but
Wages are
Stagnant!



Lack of income growth is hurting



Households are Repairing their Balance Sheets

Trillions in Net Worth Recovered, at a New Record Level



Households are Repairing their Balance Sheets

More Income to Spend Elsewhere



The Stock Market is Rocking



As Has the Stock Market



Real Per Capita Disposable Inc. is Slowly Growing



Median Household Income is Slowly Recovering!



Household Income Growth by Quintile
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Household Income Growth by Education



Higher % of Workers with College and Grad Degrees!

Chart 3
Distribution of the Workforce across Educational Status

Percent of the Workforce

Less than High School

0
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Source: Authors® caloulations using data from the U.S. Bureau of Labor Statistics, Current
Population Survey, and Quigoing Rotation Groups



Median Household Income by Education



Cumulative Change in Household Income

Winners and Losers, 2001-2011:
Change in Income Status for Assorted Adult
Groups

Ages 65 and older _ 10.4
Widowed _ 5.7
Married - 3.6

White B

Native born Bos

Female o

All 0.1

Male -0.7 ||
Black 14 [l
Gollege grad 1.5 i
Hispanic -1.5 i
Ages 45-64 1.7 [}
Ages 18-29 2.0 [}
Less than HS diploma 2.4 [
Asian/Padific Islander 2.4 R

Fareign bom -3.0 -
Ages 30-44 2.3 [N

Separated or divorced -3.4 -

Some college -3.9 -
Never married -4.5 -
HS diploma only -4.6 -

Notes: The data shown are the change since 2001 in a group's percentage in the
upper-income category minus the change since 2001 in a group's percentage in the
lower-income category. Hispanics are of any race. Whites, blacks and Asians and
Pacific Islanders are non-Hispanic, single-race-only groups. *Married” includes
"married, spouse present,”but not"married, spouse absent.”

Source: Pew Research Center tabulations of the Current Population Survey, Annual
Social and Economic Supplements, 2001-2011
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Wages As A Percentage of the Overall Economy

A Combination of Low Paying Jobs & Fewer Benefits



Income Disparities Continue to Grow



Change in Wealth by Median Household 2003 -20113

Credit Source: Russell Sage Foundation



Annual Y-o0-Y Percent Change in PCE

Disappointing growth of late



Annual Y-o-Y Percent Change in GDP



Best of All, No Recession i1s In the Cards!

Yield Curve Inversion Test: 1-Year Treasury Yield — 10-Year Treasury Yield



Housing?

It’s Improving but In
Fits and Starts!



Household Formation is Not Happening

Figure 1: The 2013 Housing Vacancy Survey
Reported An Annual Household Growth Level As
Low as those of the Depths of the Great Recession
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Household Formation is Not Happening



Credit is Very Hard to Get Especially Below 720

Lots of room for mortgage origination expansion if risk appetite grows.
Credit is much harder to get now than it was in 2004!



Credit is Very Hard to Get Especially for Minorities

Blacks and Hispanics are way behind, fair housing testing anyone?



The U.S. Home Ownership Rate Falls!



Demographics helps Multifamily for a While More

5 million more youngsters in the pipeline



Millenials and Gen X’ers Have Less Wealth!



Minority Homeownership Rates are Low
There will increasingly be minority headed households

The Gaps Between White and Minority Homeownership Rates Have Again Widened
Differance in Homeownership Rates (Percentage points)
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New Renter Profiles

By age, income and family size

Households Across the Spectrum Have Fueled the Growth in Renters
Share of Renter Household Growth, 2005-13 (Percent]
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Homeownership by Age of Householder

Boomers are not moving out! Loss of first time buyers is painful.




House Price Growth is Slowing...Really... | Mean It!



Solutions!!!!

Better glide path to trade schools

Hire great teachers

Congress: Immigration, Tax and Trade reform
Better & larger EITC, maybe a state EITC?
Minimum wage? Raise it a bit

Private sector: Social impact bonds (SIBs)
Give cash assistance when you can

Early massive focused help to those who need it



What About
Things Here?



Thiggs May Not Be Great, But they Are Improving

|



Things May Not Be Great, But they Are Improving



The Future Looks So Bright, I'll Need Shades



A Large Share of Mortgages Are Underwater, But Fewer
% of Total Mortgages



Let’s Do this Without A Lawyer, Thank You!

h



State Unemployment Rate: Current Rate and Max for 2007 Recession
B Current M Recession Max
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Significant differences exist: However, unemployment is below 8% everywhere!

State Unemployment Rates

R X X K

11%
10%
9% -
8%
7% -
6% -
5%
4%

® N K W
b o | Lo B o I |
-l - L |
(2184 JUBWAO|dwaun Jualnd 1saysiy Aq pajpios) aley Juawho|dwaun



12 Month Change in State Unemployment Rates

Significant differences across states

U.S. State Unemployment Rates - August 2014

current Year Ago
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Washington: Unemployment Rate

Move to Idaho



Washington Employment Numbers are Weak

The labor force is still shrinking!



Washington Unemployment Rates by MSA

All Bellingham and Seattle of late. Yakima exhibits profound seasonality



Washington Large MSAs Labor Force Growth

Lousy in most places except for Seattle and maybe the Tri-Cites



Washington State Real GSP

A more than complete recovery



Per Capita Personal Income by Washington MSA

Very static situation; almost no changes in position



Washington State Housing Starts

Single-family activity is MIA, multifamily activity rocks! WOW!



Home Ownership Rates Are Down in Washington



Home Vacancy Rates Are Normal in Washington!



Rental Vacancy Rates Are Microscopic in WA!



ANY QUESTIONS?

Elliot F. Eisenberg, Ph.D.
Cell: 202.306.2731
elliot@graphsandlaughs.net

Do you want to get my daily 70 word economics email?
If so, please give me your business card

Thank very very much!
@ECONT70
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