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The U.S. Economy
•Update on Quarterly GDP

•Job Market

•Housing, Banking and Credit

•Business Sector

•Consumer Sector

•International Sector

•Financial Markets

•Monetary Policy

•Pending Legislation And It’s Economic Impact
Kennesaw State University Econometric Center
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Contributions To GDP Growth

Kennesaw State University Econometric Center

GDP   = Consumption Gross
Investment

Net Exports Government

Q1 2009 -6.4    = 0.44 -8.98 +2.64 -0.52

Q2 2009 -0.7    = -0.62 -3.10 +1.65 +1.33

Q3 2009 +2.24 = +1.96 +0.54 -0.81 +0.55

Q4 2009 +5.93= +1.23 +4.63 +.30 -0.23

Gross Investment 
=

Nonresidential Residential Inventory

Q1 2009 -8.98            = -5.29 -1.33 -2.36

Q2 2009 -3.10            = -1.01 -0.67 -1.42

Q3 2009 +0.54           = -0.59 +0.43 +0.69

Q4 2009 +4.63           = +0.62 +0.13 +3.88
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Some Conditions That Will Determine The Speed 
Of The Early Stages For This Recovery?

• The Housing Market Bottoms and Prices Begin To Stabilize (4th quarter 2009 -1st and 2nd

2010)

• Local Bank Balance Sheet Improvement will be slow

– Stabilized housing prices will help

– Increased Capital is necessary

– More community banks may go out of business

– Large and small banks will continue to struggle with commercial real estate and loan 
business

– Small banks continue to struggle with over supply of residential lots

• Manufacturing and  residential construction is already rebounding, but from extremely low 
levels. Residential rebound  will be more robust in 2011

• Negative job growth will decrease but not turn positive until second half 2010

• Not much improvement for Commercial Real Estate in 2010 or 2011

• The headwinds will weaken and the tail winds will begin to pickup in 2010

• State and Local Government tax revenue will not recover in 2010  or 2011

• Income  and wealth loss will  continue to slowly recover (much stronger for 2011)

• Export growth from Asia and the decline in the $ will benefit U.S. exporters
Kennesaw State University Econometric 

Center



The Job Market

Job Growth Will Lag Almost All Other 
Economic Indicators

Kennesaw State University Econometric 
Center
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The Housing Market

The Housing Market Remains A 
Critical Sector In The Recovery

Kennesaw State University Econometric Center
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Early Signs Of Recovery For The 
Business Sector
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The Financial Sector

Will Commercial Bank Weakness  
Slow The Recovery?
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Monetary Policy 
Interest Rates and  

Inflation
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Politics And Economics

How Well Does Politics And 
Economics Mix?
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Pending Legislation

•Health Care

•Cap and Trade

•Regulatory Changes
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2010 Forecast:
• GDP Growth = 2.5% 

• Unemployment  Rate will grow to 10.5%. Job losses will continue at a 
slower pace. Small business hiring will be limited.

• Export growth and Inventory rebuilding will contribute to GDP growth

• Residential Construction will contribute to GDP, but Commercial 
Construction will have a negative affect on GDP

• CPI = 1.7 – 2%

• Fed Fund Rate = .25 - .50%

• 10 Year Treasury Rate = 4.0 - 4.5%

• Prime Rate = 3.2 – 3.5%

• Lack of job growth, income growth and access to credit will limit the 
recovery
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