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Most of them are growing (Europe’s got wood to chop) ...
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... and we’re growing ...
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US real GDP (annualized percent change)
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... a little too slowly though ... and why? 
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) US potential and real GDP (chained 2005 dollars)
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It takes a lot of growth to repair this damage
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The working population (percentage of the population)
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Unemployment falls for two reasons, one bad and one good
9-

51
0-

37
23

) US unemployment rate (percent of the labor force)
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The jolt from the Middle East …
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) Hypothetical impact of oil price changes on real GDP (contribution to quarterly real GDP, annualized)
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... quietly recedes
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) West Texas Intermediate ($ per gallon)                  Pump price of regular-grade gasoline ($ per gallon)
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Japan’s tsunami disrupted vehicle production ...
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) Contribution of vehicle output to real GDP growth (pct pts, ar)           Vehicle output (pct ch over qtr, ar) 
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… and sales
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) US vehicle sales and US production (millions of units at a seasonally adjusted annual rate)
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Rising and record profit margins say “think expansion” ...
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) After-tax GDP profits of all US businesses (percent of nominal Gross Domestic Income)
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... and business answers the call
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) Business investment in capital goods and software (percent change from four quarters earlier)
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The US is a competitive platform again ...
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) Selected trade weighted US dollar indexes (March 1973 = 100)

p p g

140140
B d l t d

21
2–

27
0–

07
78

; m
 60

9

120

130

120

130
Nominal trade-weighted 
dollar index versus G-10 

countries( 1972-76 = 100)

Broad real trade-
weighted dollar 

index versus 
other important 

currencies

; o
 21

2-
83

4-
50

93
; o

 2

110

120

110

120 currencies

m
an

@
jp

m
or

ga
n.

co
m

;

90

100

90

100

Ch
as

e &
 C

o.
 (j

gl
as

sm

80

90

80

90

Broad real trade-weighted dollar index versus 
currencies of industrial countries

ss
m

an
, J

PM
or

ga
n 

C

7070
1947 1951 1956 1961 1966 1971 1976 1981 1986 1991 1996 2001 2006 2010

currencies of industrial countries

Ja
m

es
 G

las

Economic Outlook Discussion, LAMP, Baton Rouge, Louisiana, October 28, 2011

Source: Federal Reserve Board. Updated through September 2011.

19



… and lights are coming on in surprising places
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) Applications for unemployment insurance (ratio to 2007 Q4 level of claims for respective item) 

g g p g p

2.252.25

21
2–

27
0–

07
78

; m
 60

9

2.002.00
Auto-heavy region 
(Alabama, Illinois, 
Indiana, Kentucky, 
Michigan  

; o
 21

2-
83

4-
50

93
; o

 2

1 50

1.75

1 50

1.75

Michigan, 
Minnesota, North 
Carolina, Ohio, 
South Carolina, 
Wisconsin)

m
an

@
jp

m
or

ga
n.

co
m

;

1.25

1.50

1.25

1.50
US (solid area)

Ch
as

e &
 C

o.
 (j

gl
as

sm

1.001.00

ss
m

an
, J

PM
or

ga
n 

C 0.750.75
2007 2008 2009 2010 2011 2012 2013

Ja
m

es
 G

las

Economic Outlook Discussion, LAMP, Baton Rouge, Louisiana, October 28, 2011

Source: US Department of Labor. Updated through October 15, 2011.

20



Powerful incentives working in the global energy sector
9-

51
0-

37
23

) Prices of oil and natural gas, thermally-equivalent comparison (dollars per barrel)
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Mistakes fixed ...
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) Household income and house prices (ratio to 1970)
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... inflated no more
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) Household income and house prices (ratio to 1970)
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Worries about household leverage are misplaced
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) Debt service (percent of income)                    Household debt (ratio to disposable personal income)
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Layoffs ... gettin there
9-

51
0-

37
23

)
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Applications for unemployment insurance (ratio to 2007 Q4 level of claims for respective item) 
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Unemployment ... crested
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)

p y
Unemployment in Louisiana versus the nation (percent of the labor force)
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Employment ... it’s a relief to say “average”
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Employment in Louisiana versus the nation (ratio to 2000 Q4)
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… and the wind is at our back ...
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) Employment in Louisiana versus the nation (ratio to 2000 Q4)
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... for most communities
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) Employment in selected Louisiana communities versus the nation (ratio to 2000 Q4)
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Housing speculation ... not here ...
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Ratio of house prices in Louisiana to the US average (1995 Q1 = 1.0) 

1.11.1

21
2–

27
0–

07
78

; m
 60

9

1.01.0

; o
 21

2-
83

4-
50

93
; o

 2

0 90 9

m
an

@
jp

m
or

ga
n.

co
m

;

0 8

0.9

0 8

0.9

Ch
as

e &
 C

o.
 (j

gl
as

sm 0.80.8

ss
m

an
, J

PM
or

ga
n 

C 0.70.7
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

Ja
m

es
 G

las

Economic Outlook Discussion, LAMP, Baton Rouge, Louisiana, October 28, 2011 24
Source: FHFA. Updated through 2011 Q2.



... just raw economic pain
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House prices in selected Louisiana communities versus the nation (ratio to 1995 Q4)
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Central banks have the will ...
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) Federal funds rate and 10-year Treasury yield (percent) 
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... and the way
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) Assets held by the Federal Reserve (billions of dollars)
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This isn’t a Weimar Republic story
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) Monetary base (billions of dollars)                                                                         M2 (billions of dollars)
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Cyclical deficits are irrelevant, structural ones are not
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Cyclical and structural federal budget projections (percent of GDP)
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The structural deficit needs ideas, not more taxes
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We have a history of getting back on our feet
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) Real GDP gap, actual less potential GDP (percent of potential GDP)
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