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The “R” word or not?
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Inflation is up!



g A e

ION TREND

—— i oo — R
3 " ]

6.0% Year-over-Year % Change (1982-84=100, SA)

40%

4.5% - N 30%

3.0% =\, 20%

1.5% Mﬂm 10%

0.0% fh 10 . 0%

1 Core CPI <--

-1.5% - — Energy CPI| --> - -10%
—— Food CPI <--

-3.0% -20%

Jan-01 Jan-02 Jan-03 Jan-04 Jan-05 Jan-06 Jan-07 Jan-08

Source: Bureau of Labor Statistics



SPOT ENERGY PRICES
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Sources: EIA, Natural Gas Weekly



HOUSING STARTS ARE DOWN
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Thousands of $
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Housing Crash Fallout
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NOTICES OF DEFAULT IN
SOUTHERN CALIFORNIA
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TIGHTER LENDING S TANDARDS

Net % of Large Domestic Banks Tightening

90

80 +------ 1 Subprime Home Mortgages: 77.7% ------------" -
70 G ------ s - -
60 4. -+ Prime Home Mortgages: 62.3%

90:1 92:1 94:1 96:1 98:1 00:1 02:1 04:1 06:1 08:1
Year: Quarter

Source: Federal Reserve Board, latest survey April 2008



6.5

6.0 -

5.5 e
5.0 e
4.5 -

4.0
3.5
3.0 -

25+
2.0
15 4
1.0 {
0.5

0.0

Fed FundsRate 55
——LIBOR90-Day K W - 20
—-ABCPOODay s
——T-Bil9O-Day 1 o

1/2/2007 3/2/2007 5/2/2007 7/2/2007 9/2/200711/2/20071/2/2008 3/2/2008

Sources: Federal Reserve Board, British Bankers’ Association

0.0



BORROWING SPREADS
vs. U.S. TREASURIES (10+ YEARS)
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HOUSING/MORTGAGE RELATED EALLOUT

-- California

# of Jobs Lost since June '06 Peak
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CALIFORNIA NONFARM EMPLOYMENT
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UNEMPLOYMENT: UP
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 Federal Reserve Monetary Policy:

— Rate cuts

— Discount window actions
» Accept wider collateral
* Open to investment banks

— Rescue of Bear Stearns

* Federal government’s stimulus package:

— Rebates
— Business investment write-offs
— Higher mortgage loan limits

When will they kick in?



What About the
Other Track?
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TECHNOLOGY JOB TRENDS
IN CALIFORNIA
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BOEING COVMMERCIAL AIRCRAFT

Number of Commercial Aircraft
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30 Billions of $ 2007
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PUBLIC CONSTRUCTION
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PICBUILDINGS |

Billions of $2007

11 4 ®AIl Other

10 |4 O School Buildings

0 I I

1998 2000

2002

2004

Source: Construction Industry Research Board

2006

2008f



40%
30%
20%
10%
0%
-10%
-20%
-30%
-40%
-50%

Iu‘:'wv -~

Year/Year % Change

—Mv,
Hul.y _-fEmEn

...i_-_r'

— Personal Income
—— Sales & Use

Aug-01
Nov-01
Feb-02
May-02
Aug-02
Nov-02
Feb-03
May-03
Aug-03
Nov-03
Feb-04
May-04
Aug-04
Nov-04
Feb-05
May-05
Aug-05
Nov-05

Month: Year

Source: CA Department of Finance

OOOONMNNMMNO®
RIS
O 2>20DD>0>0> 0
O sS00VD®sS00
LE2gZuLE2C2Z WL




B o B -

o
WL B

ECONOMIC FORECAST

Nonfarm Jobs
Unemployment Rate
Total Personal Income
Taxable Retail Sales

Housing Unit Permits

NIA
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2005 2006 2007 2008f
1.8 1.7 0.7 0.7

5.4 4.9 5.3 5.9

6.5 6.5 5.9 4.9

7.3 3.5 -0.5 -1.6
208,972 164,280 112,300 84,500

Annual % change except housing permits, which are in units.

Forecast Source: LAEDC
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STAY INFORMED
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Encouraging Department continued ta paint to a slowing economy. Just 800 jobs
cu rrent Issue at County & State were created from October to Nowember (seasonally adjusted). The

Unemployment Rates Rise i September-to-October decline was revised down to 13 500 jobs.

www.LAEDC.org/eedge e > full aicle

October Hotel Humbers Good

County & State Unemployment Rates Rise in
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e - the Los Angeles County unemployment rate was 5.3%, up from .

both October and September, and up from 4.4% a year earlier.
Movernber was the sixth consecutive month that the County's
unemployment rate increased over the year. == full article
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