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I. INTRODUCTION AND BACKGROUND TO REVENUE FORECAST

This report represents the conclusion to the fall forecast for the December 1st statutory reporting
deadline of the Revenue Forecasting Committee (RFC). A description of the revenue forecasting
process is provided in Appendix F. This report and appendices provide a description of all the
key elements of the General Fund and Highway Fund revenue forecasts. In addition to the
statutorily required updates of General Fund and Highway Fund, the RFC also includes forecasts
of revenue accruing to the Fund for a Healthy Maine and the dedicated revenue from the
Medicaid/MaineCare provider taxes. This forecast updates the current revenue forecasts through
the fiscal year ending June 30, 2011 and adds new revenue projections for the fiscal years ending
June 30, 2012 and June 30, 2013. This forecast also reflects all legislative changes through the
1% Special Session of the 123" Legislature and the effect of the November referendum vote on
the People’s Veto of the tax changes to fund the Dirigo Health initiative. This forecast is also
driven by the recent revisions to the underlying economic forecast of the Consensus Economic
Forecasting Commission (CEFC), which the CEFC concluded for its November 1% reporting
deadline. The RFC met on November 21% to deliberate and discuss the recommendations of
Maine Revenue Services and the results of the RFC subcommittee that reviewed the other
revenue categories not covered by Maine Revenue Services.

A. Economic Forecast Update

The December 2008 revenue update began with the fall economic forecast in October. The
Consensus Economic Forecasting Commission (CEFC) met on October 16™ to review and
update its February 2008 forecast. After that meeting, the CEFC felt the need to meet again by a
conference call to further lower projections of job growth and personal income, a testament to
the uncertainty and volatility of the current economic situation/crisis. Table I-A below
summarizes the incremental change of the CEFC forecast. The full report of the CEFC is
included in Appendix E.

TABLE I-A

Consensus Economic Forecasting Commission
Comparison of February 2008 and November 2008 Economic Forecasts

Calendar Years 2008 2009 2010 2011 2012 2013
* Wage & Salary Employment (Annual Percentage Change)
> Consensus 2/2008 0.0 0.6 0.7 0.6
> Consensus 11/2008 -02  -0.7 0.4 1.0 0.8 0.7
Difference -0.2 -1.3 -0.3 0.4
« Personal Income (Annual Percentage Change)
> Consensus 2/2008 3.5 4.1 4.2 4.1
> Consensus 11/2008 3.7 2.6 3.9 4.0 4.3 4.3
Difference 0.2 -1.5 -0.3 -0.1
« Consumer Price Index (Annual Percentage Change)
> Consensus 2/2008 2.3 2.1 2.1 2.2
> Consensus 11/2008 4.4 25 25 2.2 2.2 2.2
Difference 2.1 0.4 0.4 0.0
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The latest CEFC forecast projects a slowdown in national and state economic activity in 2008
and 2009, with a slow recovery starting in 2010. The adjustments the CEFC made to its February
economic forecast primarily reflect changes in macroeconomic conditions — the continued
weakness in the US housing market, volatility in energy prices, significantly reduced consumer
and business spending and confidence, and the on-going stresses in the financial system — as well
as expected changes in employment due to the closure of the Brunswick Naval Air Station
starting in mid-2009. In considering these changes, the CEFC referred to economic forecasts
from Global Insight, Moody’s Economy.com, and the New England Economic Partnership
(NEEP), all of which projected lower growth than previously forecast.

The CEFC is projecting challenging, but not catastrophic times ahead for Maine. Employment
and income are now forecast to be lower than projected in February, but still better than
headlines would lead one to believe. Maine will experience a tough fourth quarter, resulting in
negative job growth for the year of -0.2%. 2009 will also see job losses (-0.7%), exacerbated by
the closing of NAS Brunswick, and slow income growth. A slow economic recovery will start in
2010, with a return in 2011-2013 to historical trends in employment and income growth.

B. Capital Gains Forecast

A major variable that is not included in the economic forecast of the CEFC is a projection of net
capital gains. This variable has introduced some significant volatility into the forecast of
individual income tax collections since Maine’s exceptional capital gains growth during the
stock market “bubble” of the late 1990°’s. The RFC and Maine Revenue Services, like their
counterparts in other states and the federal government, have had much difficulty trying to
accurately forecast this variable. Maine data is not captured at the state level and may only be
accessed through federal tax data. That information is shared by the Internal Revenue Service
with Maine Revenue Services, but it lags by as much as 2 years. Since November 1999, Maine
Revenue Services has been required to provide a report on the net capital gains and losses
realized by taxpayers filing Maine individual income tax returns. Due to the timing of the
release of federal tax data this year, that report is included as a separate appendix to this report
(see Appendix H). Table I-B on page 3 summarizes the current assumptions. The major
differences from the assumptions included in the March 2008 report are:

e Tax year 2007 projections were increased substantially from 8% growth to nearly 30%
growth based on updated data from the IRS;

e 2008 projections of net capital gain realizations are now assumed to decline by 50%
due to the performance of the financial markets in the last half of 2008, previously a
15% decline had been assumed; and

e Projections for 2009 through 2013 have been adjusted to reflect the more abrupt decline

in 2008, resulting in a slightly lesser decline in 2009 projections, no growth in 2010 and
then modest growth beginning in tax year 2011.
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Table I-B
Maine Resident - Net Capital Gains

Capital Capital Capital
Capital Gains Capital Gains Tax | Gains % of
Gains Realizations | Gains Tax Liability Resident
Tax | Realizations | Annual % Liability Annual % Tax
Year | ($ Millions) Change ($ Millions) Change Liability
1995 $551.7 $38.3 6.2%
1996 $799.7 45.0% $57.3 49.6% 8.4%
1997 $1,218.7 52.4% $104.5 82.4% 13.6%
1998 $1,551.0 27.3% $120.0 14.8% 13.9%
1999 $1,867.2 20.4% $141.7 18.1% 15.5%
2000 $2,360.4 26.4% $179.6 26.7% 17.3%
2001 $1,079.3 -54.3% $74.1 -58.7% 7.6%
2002 $908.8 -15.8% $59.1 -20.3% 6.1%
2003 $1,069.4 17.7% $69.4 17.4% 6.8%
2004 $1,526.9 42.8% $104.9 51.2% 9.2%
2005 $1,960.3 28.4% $137.0 30.6% 11.3%
2006* $2,266.9 15.6% $159.9 16.7% 12.4%
2007* $2,945.5 29.9% $215.1 34.6% 15.5%
2008* $1,473.1 -50.0% $98.8 -54.1% 7.5%
2009* $1,325.7 -10.0% $87.4 -11.6% 6.6%
2010* $1,325.8 0.0% $86.4 -1.1% 6.3%
2011* $1,378.6 4.0% $92.1 6.6% 6.5%
2012* $1,437.7 4.3% $96.7 5.0% 6.6%
2013* $1,499.5 4.3% $100.6 4.0% 6.6%

* Represents Projections

C. Corporate Profits

Corporate profitability is a major variable of the tax models that drives the corporate income tax
forecast. As with capital gains, this variable is not part of the CEFC economic forecast. The
RFC used Global Insight’s November 2008 forecast of pre-tax corporate profits. Table I-C on
the next page presents a comparison of Global Insight’s forecasts used in the March 2008
forecast and the current national forecast, which calls for a 13.9 decrease in calendar year 2008,
then a moderate increase in profitability in calendar year 2009 (2.9%), a stronger rebound in
2010 and a modest increase in 2011. The dominant taxpayers in Maine’s corporate income tax
liability mix have shifted to national retailers and energy companies. As a result, Maine is
insulated from significant regional variances in corporate profitability as a result of Maine’s
method of corporate income taxation. For national companies operating in Maine, the amount of
corporate income tax due to Maine is calculated by apportioning total profits earned in the
continental United States by the amount of business that they conduct in Maine based on sales.
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Table I-C
Corporate Profit Growth (Percentage Annual Change)
2006 2007 2008 2009 2010 2011

March 2008 Forecast 143% 4.2% -148% 209% -0.1% 0.7%
December 2008 Forecast 15.6% 0.7% -13.9% 2.9% 9.7% 1.3%
D. Oil Prices

Recent experience in Maine’s sales tax collections seems to demonstrate a substantial effect from
variations in oil prices, which is most noticeable during the winter months. Sales tax collections
dropped below budgeted projections at about the same time as energy prices began their steep
ascent in the spring of 2005. Maine Revenue Services has added this variable to the sales and
excise tax model so that the model might better capture the effect that oil and fuel price changes
have on taxable sales and fuel purchases. Relying on Global Insights’ November 2008 US
economic forecast, the RFC used the assumption that oil prices, which are currently in the $60
per barrel range and have spiked above the $140 per barrel mark, will average out to $101.36 for
calendar year 2008. The assumption is that oil prices will remain in the $60 per barrel range
through 2010. This is roughly $15 per barrel lower than the March 2008 forecast’s assumptions.
The difference between this forecast and the March 2008 forecast is an increase in calendar year
2008 and a 2009 average that is roughly $22 per barrel lower.

Table I-D
Oil Price Assumptions
(West Texas Intermediate - Price per barrel - Calendar Year Average)
2006 2007 2008 2009 2010 2011
March 2008 Forecast $66.12 $72.18 $78.53 $74.33 $74.02 $73.42
December 2008 Forecast $66.12 $72.18 $101.36 $52.75 $63.25 $80.38

E. Legislative Changes

The RFC bases the revenue forecast on current law. This forecast now incorporates all
legislative changes through the 123" Legislature’s 2" Regular and 1% Special Sessions that were
held from January 2008 to April 2008. The repeal by the People’s Veto of certain tax and
revenue provisions to support the Dirigo Health program enacted by PL 2007, c. 629 has also
been factored into this forecast. Table I-E on following page summarizing the effect of
legislation enacted during the 2008 sessions excludes the additional General Fund revenue
generated by PL 2007 c. 629. In the December 2007 and March 2008 reports, a revenue transfer
provision affecting the Fund for a Healthy Maine enacted during the 1% Regular Session in 2007
was not factored into the tables summarizing Fund for a Healthy Maine revenue. That oversight
is corrected in this report.
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Table I-E

Summary of Legislative Changes
123rd Legislature, 2nd Regular and 1st Special Sessions
General Fund

FYQ08 FYQ09 FY10 FY11
Sales Tax ($176,600) $270,793 $391,027 $405,430
Individual Income ($484,904) | $2,874,506 $2,835,459 $1,826,865
Corporate Income $0 | $7,824,770 $1,454,901 $2,009,113
Cigarette Tax $0 $0 $21,906 $22,344
Prop. Tax - UT $0 | ($124,137) ($132,127) ($136,068)
Investment Earnings ($1,370) $820,000 $1,000,000 $1,000,000
Revenue Sharing $33,737 | ($559,472) ($243,432) ($220,554)
Lottery Transfer $320,000 | $2,215,000 $2,200,000 $2,200,000
Other Revenue $115 | $13,434,447 | ($1,758,971) | ($1,020,038)
Totals ($309,022) | $26,755,907 $5,768,763 $6,087,092

Highway Fund

FYO08 FYQ09 FY10 FY11
Fuel Taxes $0 |  ($20,875) | ($18,834,462) | ($19,085,759)
Motor Vehicle Reg. & Fees $0 | $13,179,050 | $15,776,450 | $15,766,950
Fines ($1,000) $0 $0 $0
Other Revenue $0 | ($108,083) | ($15,676,283) | ($15,676,783)
Totals ($1,000) | $13,050,092 | ($18,734,295) | ($18,995,592)

1. OVERVIEW OF REVENUE PROJECTIONS

This section provides a summary of the revenue projections in this forecast. These summaries
are supplemented by additional detail in 4 corresponding appendices, which provide descriptions
of the major revenue categories. Appendix G contains the materials presented by Maine
Revenue Services on November 21% to support the forecast recommendations for the major tax
categories.

A. General Fund

As expected, increasing recognition that the national economy is in worse shape than assumed by
the previous (March 2008) revenue forecast has meant sizeable reductions in most of the major
tax lines. With tightened credit markets, increased unemployment and the plunge in the stock
market, consumer confidence has eroded and spending has dropped. Although lower fuel prices
and any additional federal economic stimulus initiatives should help disposable income, the
severity of the economic decline has required further revenue reductions. The effect is
particularly acute in the short-term as the new forecast for FY09 for total General Fund Revenue
represents a 4.3% decline from FYO08 levels and then only modest growth for the next two years,
0.5% and 1.6% respectively. The FYQ9 decline is driven primarily by Corporate and Individual
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Income Taxes and Estate Tax. In addition, tax lines associated with consumption, such as the
sales tax and cigarette excise tax, are now projected to be lower in FY09 by $23.8 million and in
the 2010-2011 biennium by $85.1 million.

Table I1-A - General Fund Summary

FY08
Actual FY09 FY10 FY11 FY12 FY13
Current Forecast $3,087,818,992 | $3,095,374,998 | $3,146,183,758 | $3,168,987,904
Annual % Growth 2.3% 0.2% 1.6% 2.4%
Net Increase (Decrease) ($140,340,829) | ($177,152,264) | ($152,711,369)
Revised Forecast $3,087,818,992 | $2,955,034,169 | $2,969,031,494 | $3,016,276,535 | $3,107,064,427 | $3,190,005,450
Annual % Growth 2.3% -4.3% 0.5% 1.6% 3.0% 2.7%

Summary of Revenue Revisions by Major Revenue Category

Sales and Use Tax ($20,306,608) | ($37,365,436) | ($39,870,977)
Service Provider Tax $0 $0 $0
Individual Income Tax ($76,441,151) | ($74,400,740) | ($66,822,641)
Corporate Income Tax ($28,090,000) | ($29,860,000) | ($24,586,103)
Cigarette and Tobacco Tax ($3,459,658) ($3,974,048) ($3,916,438)
Public Utilities Tax $1,145,602 $0 $0
Insurance Companies Tax ($5,190,769) ($5,609,734) ($6,031,464)
Estate Tax ($14,236,055) | ($17,038,096) |  ($1,455,740)
Prop. Tax - Unorganized Territory $740,341 $648,122 $454,783
Income from Investments $3,618,740 ($1,974,593) ($1,857,990)
Transfer to Municipal Rev. Sharing $6,366,727 $7,364,561 $6,826,546
Transfer from Lottery Commission ($500,000) ($500,000) ($500,000)
Other Revenues ($3,987,998) ($14,442,300) ($14,951,345)
Total Revisions - Increase (Decrease) ($140,340,829) | ($177,152,264) | ($152,711,369)

Individual Income Tax is reduced by $76.4 million in FY09 and by $141.2 million over the
2010-2011 biennium. A reduction in assumed capital gains tax liability is a major factor that
adds to the negative impact in this category from other economic parameters, particularly lower
personal income, fed through the tax model.

The slowing national economy is expected to reduce estimates of corporate income tax receipts

by $28.1 million in FY09 and by $54.4 million in the 2010-2011 biennium.

Because of reduced home sales, the RFC projects a reduction in the Real Estate Transfer Tax of
just under $1 million in FY09 and $4.0 million in the 2010-11 biennium.

The Estate Tax is reduced by $14.2 million in FY09 and by $17.0 million in FY10. FY11 is
reduced by much less, $1.5 million, because the Estate Tax will be fazed out completely by the

end of that year.

Insurance Companies Tax is reduced by $5.2 million in FY09 and by $11.6 in the 2010-2011

biennium.
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Parimutuel and Gaming Revenue, revenue from the “Racino”, is reduced by $3.6 million in
FY09 and by $9.2 million in the 2010-2011 biennium.

Unclaimed Property Transfers are reduced by $7.1 million in FYQ09 and by $10.6 million in the
2010-2011 biennium. This arises from assumptions that the value of sold equities will be lower
than previously expected and that less property may go unclaimed.

Appendix A provides additional explanations and detail of the General Fund revenue changes
recommended in this forecast.

B. Highway Fund

Highway Fund revenues are projected lower by $8.4 million in FY09 and $11.2 million in the
2010-2011 biennium. High oil prices, which spiked over the summer, have lowered Fuel Taxes
revenue by decreasing demand for gasoline. Despite the recent sharp decline in fuel prices, the
demand is not expected to rise quickly because of the distressed economy. As the economy
improves demand should pick up through FY10 until fuel prices eventually rise again. The
gasoline tax, like other consumption taxes, is the most severely affected, while diesel fuel
consumption seems to be less affected by consumer decisions.

Table 11-B - Highway Fund Summary

FY08
Actual FYQ9 FY10 FY11 FY12 FY13
Current Forecast $328,136,579 | $350,242,726 | $328,233,831 | $331,962,554
Annual % Growth -0.8% 6.7% -6.3% 1.1%
Net Increase (Decrease) $0 | ($8,384,119) | ($5,552,253) | ($5,696,819)

Revised Forecast $328,136,579 | $341,858,607 | $322,681,578 | $326,265,735 | $328,629,895 | $331,798,186
Annual % Growth -0.8% 4.2% -5.6% 1.1% 0.7% 1.0%
Summary of Revenue Revisions by Major Revenue Category
Fuel Taxes ($4,405,842) $406,187 | ($1,430,380)
Motor Vehicle Registration & Fees ($3,123,001) | ($5,620,366) | ($4,170,838)
Inspection Fees ($258,109) ($102,964) ($108,849)
Fines, Forfeits and Penalties $0 $0 $0
Income from Investments ($596,228) ($733,354) ($615,287)
Other Revenues ($939) $498,244 $628,535
Total Revisions - Increase (Decrease) ($8,384,119) | ($5,552,253) | ($5,696,819)

The RFC has also lowered revenue estimates for motor vehicle registration fees and title fees
necessitated by reduced assumptions for auto sales. Some of this is not consumption-driven and
is related to competition for long-term trailer registrations.

Reduced Highway Fund balances and lower earnings rates in the Treasurer’s Cash Pool also
contribute to lower revenues.

See Appendix B for additional detail of the Highway Fund revenue changes recommended in the
table on the previous page.
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C. Fund for a Healthy Maine (FHM)

The Fund for a Healthy Maine (FHM) revenue forecast is revised downward to reflect lowered
assumptions for slot machine revenue and an increased lag time for recovery of disputed tobacco
settlement payments currently in legal proceedings. See Appendix C for the additional

explanations of the changes summarized below.

Table 11-C - Fund for a Healthy Maine Summary

FYO08 Actual FY09 FY10 FY11 FY12 FY13
Current Forecast $62,044,739 | $65,614,578 | $70,462,845 | $69,510,670
Annual % Growth 21.8% 5.8% 7.4% -1.4%
Net Increase (Decrease) ($1,228,388) | ($6,702,060) | ($5,031,855)
Revised Forecast $62,044,739 | $64,386,190 | $63,760,785 | $64,478,815 | $70,939,420 | $71,202,694
Annual % Growth 21.8% 3.8% -1.0% 1.1% 10.0% 0.4%

Summary of Revenue Revisions by Major Revenue Category

Base Payments $440,982 | ($4,617,183) | ($2,862,514)
Racino Revenue ($1,633,303) | ($2,068,988) | ($2,162,430)
Income from Investments ($36,067) ($15,889) ($6,911)
Total Revisions - Increase (Decrease) ($1,228,388) | ($6,702,060) | ($5,031,855)

D. MaineCare Dedicated Revenue Taxes

Medicaid/MaineCare Dedicated Revenue Taxes are revised downward in FYQ09 by $.36 million
and upward by $.72 million for the 2010-2011 biennium. The adjustments are based on updated
trends indicating a drop in the Nursing Facility Tax offset by increases in the Hospital Tax and

Service Provider Tax.

Table 11-D - Medicaid/MaineCare Dedicated Revenue Taxes Summary

FY08 Actual FY09 FY10 FY11 FY12 FY13
Current Forecast $130,173,249 | $141,414,054 | $142,385,798 | $144,241,149
Annual % Growth 3.6% 8.6% 0.7% 1.3%
Net Increase (Decrease) ($356,755) $402,580 $321,586
Revised Forecast $130,173,249 | $141,057,299 | $142,788,378 | $144,562,735 | $146,381,450 | $148,245,634
Annual % Growth 3.6% 8.4% 1.2% 1.2% 1.3% 1.3%
Summary of Revenue Revisions by Major Revenue Categor
Nursing Facility Tax ($1,993,113) | ($2,092,525) | ($2,194,421)
Residential Treatment Facilities Tax $154,457 $152,858 $151,219
Hospital Tax * $100,047 $938,402 $938,402
Service Provider Tax (PNMIs) $1,381,854 $1,403,845 $1,426,386
Total Revisions - Increase (Decrease) ($356,755) $402,580 $321,586
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111. CONCLUSIONS

The RFC has in past reports expressed its concern over the economic variables that drive the
revenue forecast. With extreme uncertainty surrounding the national economy, that concern
has never been as great as it is now for the December 2008 forecast. The severe credit crisis, a
distressed housing market, rising unemployment, reports of instability at any number of
financial institutions and lowered corporate profitability have all dealt blows to consumer
confidence. Government intervention, both real and anticipated, and the debate surrounding
the intervention, have contributed to the uncertainty about the depth and duration of the
current economic downturn. The realization that one of the factors keeping oil prices low is
the dampening impact of global economic downturn has created additional anxiety over long-
term oil prices. Nowhere has the anxiety been more visible than in the massive decline and
marked volatility of the stock market, where millions of investors have watched their savings
and future pensions disappear in a few short months. The timing and effectiveness of any
additional stimulus package cannot be predicted. Under these turbulent conditions, the RFC
must account for a greater level of uncertainty when estimating revenue from capital gains,
auto sales, corporate profits, personal income and other sources. With this in mind, the RFC
has, with guidance from the CEFC, done its best to estimate revenues under these challenging
conditions.
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Summary

The Maine Consensus Economic Forecasting Commission (CEFC) convened on October 16,
2008 to revise its February 2008 forecast. The new forecast projects a slowdown in national
and state economic activity in the fourth quarter of 2008 (reflected in revised 2008 estimates)
and into 2009. Since the commission’s last meeting in January, the continued decline of the
housing market coupled with a rapid rise in energy costs has further reduced consumer and
business spending and stressed the financial system. Despite federal interventions such as the
economic stimulus package and the $700 billion rescue bill, economic conditions have
continued to weaken, leading to job losses, a credit freeze, and significant anxiety among
consumers and business owners. The underlying weakness of the national economy, along
with the impacts of the closure of Naval Air Station Brunswick in 2009 are the primary
reasons for the current reductions in the CEFC’s Maine economic forecast.

The commission is projecting modest losses in Maine non-farm wage and salary employment
in 2008 and 2009 (-0.2% and -0.7%, respectively), followed by a slow recovery starting in
2010. The forecast for personal income in 2008 is projected to be slightly above the January
forecast, but has been reduced for 2009 and 2010 as a result of the weak job market. The
commission increased its forecast for the Consumer Price Index (CPI), a measure of
household inflation, to 4.4% in 2008, reflecting the significant rise in energy prices observed
in the first two quarters of this year.

The table below outlines the forecast’s major indicators.

Calendar Years [ 2008 2009 2010 2011 2012 2013
Wage & Salary Employment (Annual Percentage Change)
CEFC Forecast 1/2008 00 06 0.7 0.6 0.6
CEFC Forecast 11/2008 02 -0.7 04 1.0 08 0.7
Personal Income (Annual Percentage Change)
CEFC Forecast 1/2008 35 41 42 41 4.2
CEFC Forecast 11/2008 37 26 39 40 43 43
CPI (Annual Percentage Change)
CEFC Forecast 1/2008 23 21 21 22 21
CEFC Forecast 11/2008 44 25 25 22 22 22

In making these adjustments, the CEFC drew upon information presented by several state
agencies. The following sections summarize their reports.

Maine Department of Labor

The most recent labor market reports, reflecting employment conditions through August 2008,
show a slow decline in resident and nonfarm wage and salary employment since their peak
near the first of the year, resulting in a slow increase in the unemployment rate. These trends
are consistent with observations from the national labor market. The current unemployment
rate in Maine, 5.5%, is the highest since September 2003. The number of nonfarm wage and
salary jobs in August 2008 is 2,000 less than in August 2007.



Comparing the first eight months of 2008 to the same period last year, resident employment
increased 1,400, nonfarm wage and salary employment remained flat, and the unemployment
rate increased from 4.7% to 5.1%. Since mid-summer, the number of initial claims for
unemployment insurance (4-week moving average) has risen above comparable rates
observed in each of the past 3 years. Since April 2008, continuing claims have also been
running above averages seen in recent years. Keeping with recent trends, job gains have been
in the industries of health care and social assistance, and professional and business services.
Job losses have been in the construction, manufacturing, trade, transportation, and utilities,
financial activities, government, and information sectors. Wages for the first half of 2008 are
up 3.7% compared to the same period last year.

Maine Revenue Services

The latest taxable retail sales figures indicate that consumer sales are flat year-to-date.
Business operating sales are also starting to decline. Anemic restaurant and lodging sales in
June, July, and August point to a weak summer tourism season. Retail sales in the building
supply and transportation sectors are down 3.6% and 3.7% through the first eight months of
the year compared to the same period last year.

General Fund revenues are about $10 million under budget fiscal year-to-date (-1.6% for July
through September), with the largest component of the variance due to under-budget
corporate income taxes (-16.8%). Revenues from the sales and use tax are up slightly through
the first three months of the fiscal year, but were $2 million down in September (-2.2%). They
are expected to continue to weaken in the near-term, mirroring declines in the underlying
economy. Individual income tax payments are on budget year-to-date; however, this may be
misleading as 2008 payments are based on 2007 income. Expectations are that estimated
payments for the fourth quarter of 2008, a time when many taxpayers reconcile their
estimated income to actual income, may be negligible, bringing growth this year compared to
2007 down from the current level of 4.5% to 3 to 3.5%. The recent downturn in financial
markets will also have a negative impact on 2008 capital gains taxes.

Maine State Planning Office

The latest economic indicators show that the national and state economic outlook has
worsened since the CEFC met in January. The Maine Coincident Economic Activity Index, an
economic indicator that is a proxy for State GDP, decreased 1.0% in August 2008 over
August 2007. Maine’s year-over-year change has been flat or negative since March 2008.
Nationally, for the past 3 months, the indexes have decreased for 35 states (including Maine),
stayed the same for 3, and increased for 12.

Total personal income grew by 4.3% in the first 2 quarters of 2008 compared to the same
period last year, partly due to the federal Economic Stimulus Act of 2008. Increases in
transfer payments partially reflect economic stimulus payments to individuals with low or no
tax liability. Wage and salary income grew by 3.7%.

The Consumer Price Index was 5.4% higher in August 2008 than a year ago. Y ear-to-date,
prices are 4.6% higher than the same period last year. Core inflation, which excludes food and



energy, was 2.5% higher in August 2008 than a year ago, somewhat alleviating pressure on
the Federal Reserve to raise interest rates.

The University of Michigan Consumer Sentiment Survey, a monthly survey that tracks
consumer confidence in the economy, dropped 28% from January to June, but has been
increasing since then.

The price of oil rose dramatically from $89/barrel in January to a peak of just under
$150/barrel in July. Since July, a weakening economy has erased much of those gains, with
WTI currently trading below $80 (as of 10/15/08). There is still much uncertainty over where
the price of oil is heading, as illustrated by divergent forecasts from Global Insights and
Economy.com.

The price of heating oil has also risen dramatically since the beginning of this year, peaking at
over $4.50 per gallon. The price has fallen sharply in the past two months to a statewide
average of $3.62 (as of 10/6/08). This is still about a dollar more than the same time last year.

Existing home sales continue to fall, down over 20% in Maine in each of the first two quarters
of 2008 compared to the same period last year. Building permits for single family homes also
continue to trend downwards, down 40% in August 2008 compared to August 2007, on a
seasonably adjusted basis. Since May 2006, 27 of 28 months have seen negative growth year
over year. Home prices in the Portland—South Portland—Biddeford metropolitan area are down
6% in the second quarter compared to the same period last year. This makes nine consecutive
quarters where prices have remained flat (< 1% increase) or decreased.

Consensus Forecast'

In light of the latest economic data and the resulting changes in the forecast models, the CEFC
made adjustments to its economic forecast. This round of adjustments primarily reflects lower
expectations for national growth and changes in employment at Naval Air Station Brunswick
(NASB) beginning in December 2008. (NASB will experience an initial reduction in force in
12/08 as the first P-3 squadron will be deployed overseas and will not return to Brunswick
upon completion of their assignment. Three additional squadrons are slated to depart in
summer 2009.) In considering these changes, the CEFC referred to economic forecasts from
Global Insight, Economy.com, and the New England Economic Partnership (NEEP), all of
which projected lower growth than previously forecast.

The economic situation for Maine, while worse than thought, is not catastrophic. Employment
and income are now forecast to be lower than projected in January, but still better than
headlines would lead one to believe. Maine will experience a tough fourth quarter, resulting in
negative job growth for the year of -0.2%. 2009 will also see job losses, exacerbated by the
closing of NAS Brunswick, and slow income growth. The CEFC forecasts growth in personal

! In addition to the October 16™ meeting, the CEFC met again by phone on October 29™ to review its preliminary
forecast. This meeting was held to augment information presented at the meeting on the 16™ with additional
economic data that had become available in the weeks after the first meeting. The CEFC consulted updated
forecasts from the New England Economic Partnership (NEEP) and Global Insight. The CEFC incorporated this
additional information into its official forecast, as presented in this report.



income to be 3.6% and 2.6% in 2008 and 2009, respectively. Wage and salary income is
projected to be 3.4% in 2008 and then fall to 2.2% in 2009 before rising to 2.9% in 2010. The
forecasts for personal income from nonfarm proprietors and dividends, interest, and rent have
also been reduced.

A slow economic recovery will start in 2010, with a return in 2011-2013 to historical trends
in employment and income growth. For comparison purposes, the current economic outlook
for Maine may be similar to the recession seen in 1980—-1982: about seven quarters of
employment decline and then six quarters of recovery. In the near-term, Maine’s economic
climate may be worse than the mild recession in the early part of this decade, but better than
the one in the early 1990s.

Because of the current volatility in the national economy, this forecast carries substantially
more risk than past ones. It assumes that the financial crisis will resolve itself shortly, and that
problems for small businesses and state and local governments in securing loans will not
continue.



Maine Consensus Economic Forecasting Commission

November 2008 Forecast

CPI-U* (Annual Change)
Maine Unemployment Rate**
3-Month Treasury Bill Rate**
10-Year Treasury Note Rate*™*

Maine Wage & Salary Employment*
Natural Resources
Construction

Manufacturing
Trade/Trans./Public Utils.
Information

Financial Activities

Prof. & Business Services
Education & Heath Services
Leisure & Hospitality Services
Other Services

Government

Agricultural Employment

Maine Wage & Salary Employment*
Natural Resources
Construction

Manufacturing
Trade/Trans./Public Utils.
Information

Financial Activities

Prof. & Business Services
Education & Heath Services
Leisure & Hospitality Services
Other Services

Government

Agricultural Employment

Personal Income*
Wage & Salary Disbursements*
Supplements to Wages & Salaries*
Non-Farm Proprietors' Income*
Farm Proprietors' Income
Dividends, Interest, & Rent*
Dividends
Interest
Rent
Transfer Payments*
Less: Contributions to Social Ins.
Residence Adjustment
Farm Income

Personal Income*
Wage & Salary Disbursements*
Supplements to Wages & Salaries*
Non-Farm Proprietors' Income*
Farm Proprietors' Income
Dividends, Interest, & Rent*
Dividends
Interest
Rent
Transfer Payments*
Less: Contributions to Social Ins.
Residence Adjustment
Farm Income
*CEFC Forecast

2004 2005 2006
2.7% 3.4% 3.2%
4.6% 4.8% 4.6%
1.4% 3.1% 4.7%
4.3% 4.3% 4.8%

Employment, thousands
611.7 611.7 614.7
26 27 2.7
30.8 30.7 31.3
63.0 61.4 60.0
125.2 125.2 125.7
11.2 11.2 11.2
34.9 34.2 33.6
49.6 50.3 52.0
110.9 112.2 114.1
58.8 59.2 59.9
20.0 20.0 19.7
104.7 104.8 104.4
14.0 18.8 18.0
Annual Growth Rate
0.8% 0.0% 0.5%
4.0% 3.8% 1.5%
1.0% -0.3% 2.0%
-1.7% -2.6% -2.2%
1.6% 0.0% 0.3%
-0.9% -0.4% 0.6%
-0.6% -2.1% -1.6%
-1.4% 1.4% 3.4%
3.4% 1.2% 1.6%
0.7% 0.7% 1.1%
-1.5% 0.0% -1.4%
1.0% 0.1% -0.3%
-21.3% 34.3% -4.3%
2004 2005 2006
Seasonally adjusted, millions
39487.5  40379.6 42410.5
20210.9  20555.7 21410.3

4902.8 5103.8 5231.8

3092.1 3190.3 3329.1
20.1 15.2 13.2

6144.8 5777.6 6632.2

2233.3 2033.0 2452.6

3416.6 3505.4 3941.8
494.9 239.2 237.7

7460.6 8131.8 8286.8

3083.5 3166.8 3314.4
739.8 772.0 8215
110.6 87.7 96.2

Annual Growth Rate

5.2% 2.3% 5.0%
4.8% 1.7% 4.2%
4.1% 4.1% 2.5%
14.3% 3.2% 4.3%
-24.1% -13.3%

1.6% -6.0% 14.8%
18.9% -9.0% 20.6%
-5.7% 2.6% 12.5%
-9.4% -51.7% -0.6%
6.1% 9.0% 1.9%
5.0% 2.7% 4.7%
5.9% 4.3% 6.4%
21.0% -20.7% 9.7%

History
2007
2.8%
4.7%
4.4%
4.9%

617.4
2.7
30.8
59.1
126.4
11.3
33.3
53.6
116.1
60.1
19.9
104.3
17.6

0.4%
-1.8%
-1.6%
-1.6%

0.6%

0.7%
-1.0%

3.0%

1.8%

0.4%

0.9%
-0.1%
-2.2%

2007

44735.5
22366.0
5381.7
3395.5
44.9
7365.5
2902.8
4224.3
238.4
8785.0
3465.2
861.9
118.9

5.5%
4.5%
2.9%
2.0%
239.9%
11.1%
18.4%
7.2%
0.3%
6.0%
4.5%
4.9%
23.7%

Forecast
2008
4.4%
5.4%
1.8%
3.9%

616.1
2.6
29.6
58.4
125.2
11.2
32.8
54.7
117.9
60.1
19.8
104.1
18.4

-0.2%
-5.0%
-4.0%
-1.1%
-1.0%
-1.3%
-1.5%
2.0%
1.6%
0.0%
-0.7%
-0.2%
4.5%

2008

46390.7
23126.5
5510.9
3409.1
451
7683.7
3137.7
4283.4
262.5
9392.1
3619.2
842.5
123.5

3.7%
3.4%
2.4%
0.4%
0.4%
4.3%
8.1%
1.4%
10.1%
6.9%
4.4%
-2.3%
3.9%

2009
2.5%
6.1%
2.5%
5.2%

611.8
2.5
27.8
57.2
122.7
1.1
32.6
55.5
119.6
59.7
19.4
103.6
18.4

-0.7%
-2.0%
-6.0%
-2.0%
-2.0%
-0.6%
-0.4%

1.5%

1.4%
-0.6%
-1.8%
-0.4%

0.0%

2009

47596.8
23635.3
5692.7
3511.4
46.5
7760.6
3201.1
4247.0
3124
9851.8
3764.3
862.9
128.5

2.6%
2.2%
3.3%
3.0%
3.0%
1.0%
2.0%
-0.8%
19.0%
4.9%
4.0%
2.4%
4.0%

2010
2.5%
5.8%
4.0%
5.5%

614.3
2.5
27.8
57.5
122.2
1.1
33.0
56.4
121.2
60.5
19.2
102.7
18.4

0.4%
0.9%
0.0%
0.5%
-0.4%
-0.2%
1.0%
1.7%
1.4%
1.3%
-1.3%
-0.9%
0.0%

2010

494531
24320.7
5892.0
3641.3
48.2
8179.6
3303.6
4563.6
3124
10433.5
3947.5
885.3
134.0

3.9%
2.9%
3.5%
3.7%
3.7%
5.4%
3.2%
7.5%
0.0%
5.9%
4.9%
2.6%
4.3%

2011
2.2%
5.2%
4.7%
5.0%

620.4
2.6
28.1
58.1
122.4
111
33.6
58.3
123.7
62.0
191
101.4
18.4

1.0%
1.8%
1.0%
1.0%
0.2%
-0.2%
2.0%
3.3%
2.0%
2.5%
-0.3%
-1.3%
0.0%

2011

51431.2
25123.3
6127.7
3765.1
49.8
8555.9
3357.1
4886.3
3124
11045.5
4142.7
906.7
139.8

4.0%
3.3%
4.0%
3.4%
3.4%
4.6%
1.6%
7.1%
0.0%
5.9%
4.9%
2.4%
4.3%

2012
2.2%
4.9%
4.4%
5.1%

625.4
2.6
28.3
58.0
121.9
1.1
34.0
59.9
126.2
63.0
19.0
101.4
18.4

0.8%
-0.1%
0.7%
-0.2%
-0.4%
0.0%
1.2%
2.7%
2.0%
1.7%
-0.4%
0.0%
0.0%

2012

53642.8
26103.1
6391.2
3878.0
51.3
8975.1
3354.1
5308.7
3124
11653.6
4336.7
9271
139.8

4.3%
3.9%
4.3%
3.0%
3.0%
4.9%
-0.1%
8.6%
0.0%
5.5%
4.7%
2.3%
0.0%

**Maine Unemployment Rate, and 3-month Treasury Bill and 10-year Treasury Bond rates from Moody's Economy.com - September 2007

Remaining lines derived from the CEFC forecast by CEFC staff and reviewed by the CEFC.

2013
2.2%
4.9%
4.4%

629.8
25
28.3
57.5
1214
111
34.4
61.5
128.7
64.1
19.0
101.2
18.4

0.7%
-0.9%
0.0%
-0.9%
-0.4%
0.4%
1.0%
2.7%
2.0%
1.7%
-0.3%
-0.2%
0.0%

2013

55949.4
27068.9
6678.8
3994.4
52.9
9423.9
3337.4
5773.0
313.7
12326.3
4545.4
949.8
139.8

4.3%
3.7%
4.5%
3.0%
3.0%
5.0%
-0.5%
8.7%
0.4%
5.8%
4.8%
2.4%
0.0%
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APPENDIX F

Historical Background and Methodology of Maine’s Revenue Forecasting Process

History

The Revenue Forecasting Committee was established by Governor John R. McKernan,
Jr. on May 25, 1992 by Executive Order 14 FY91/92 in order to provide the Governor,
the Legislature, and the State Budget Officer with analysis and recommendations related
to the projection of General Fund and Highway Fund revenue. Its creation was in
response to a recommendation by the Special Commission on Government Restructuring.
Committee membership originally included the State Budget Officer, the State Tax
Assessor, the State Economist, the Director of the Office of Fiscal and Program Review,
and an economist on the faculty of the University of Maine System selected by the
Chancellor.

The original Executive Order called upon the Revenue Forecasting Committee (RFC) to
submit recommendations for State revenue projections for the upcoming fiscal biennium,
as well as adjustments to current biennium General Fund and Highway Fund revenue
estimates. In accomplishing its task, the Committee was directed to utilize the economic
assumptions developed by the Consensus Economic Forecasting Commission (CEFC).

In 1995, Public Law 1995, c. 368 enacted in statute the CEFC and the RFC, adopting
both the structure and the intent of the original Executive Order.

Public Law 1997, chapter 655 enacted a number of changes to Title 5, chapter 151-B.
There were three major changes: first, the revenue projections developed by the RFC
would no longer be advisory but would be used by the Executive Branch in setting
budget estimates and out-biennium forecasts; second, the State Budget Officer was
empowered to convene a meeting of the RFC to review any new data that might become
available; and third, the RFC was expanded from five to six members, with the sixth
member being an analyst from the Office of Fiscal and Program Review designated by
the Director of that office.

Public Law 2001, chapter 2, enacted a further change to the appointment process of the
sixth member making that appointment less specific by requiring that member to be non-
partisan staff appointed by the Legislative Council.

Public Law 2007, chapter 539, Part Q enacted a change in the mid-session reporting date
for the 1% Regular Sessions of the Legislature in odd-numbered years, delaying each
report date by 2 months so that the RFC report moved from March 1% to May 1%,



Methodology

Both the General Fund and the Highway Fund revenue projections are actually an
aggregation of several individual revenue source forecasts. For the General Fund, many
departments and agencies collect revenue under different authority. Highway Fund
revenue also has multiple revenue sources, although more limited in number. Since each
of these individual revenue sources is distinctly different in terms of size (and thus
relative importance to total revenue) and factors that influence growth (such as tax law,
economic growth, interest rates, size of lottery jackpots, number of patrolmen, etc.), the
RFC uses different approaches for evaluating various revenue source forecasts.

In order to ensure that the RFC's review process is as efficient and effective as possible, it
divides its revenue line review into three parts:

-Major revenue sources directly tied to economic activity

-Major revenue sources tied to other "non-economic” factors

-Minor revenue sources

Major revenue sources tied to economic forecast

In general, major revenue lines directly tied to economic activity are forecast using
econometric equations. These equations define a mathematical relationship between
historical revenue growth and relevant economic trends, then project revenue growth
based on the defined relationship and expected future performance of the economic
variable chosen. For example, revenues derived from the collection of individual income
tax are very closely tied to growth in Maine personal income. Thus, an equation is
developed that defines income tax revenue in terms of personal income (and other
relevant variables), then the forecast of personal income growth in Maine is used to
estimate future income tax collections. The RFC then reviews the equation, the
underlying economic assumptions, and the overall revenue forecast level to ensure that
they are logical and plausible given our knowledge of current economic conditions and
revenue growth. It is the RFC’s understanding, and truly the spirit of “consensus
forecasting”, that model results need not be blindly accepted and should be closely
examined.

Maine Revenue Services is instrumental in the development of the forecast for the major
taxes, the major revenue sources tied to economic activity. The Research Division
maintains the econometric models that are used to develop the forecast. Maine Revenue
Services also has access to a tax “data warehouse” in order to query tax data and refine
the model outputs and equations. The economic variables forecast by the CEFC are fed
into the models.

Major revenue sources tied to “non-economic” factors and Other Minor Revenue
Sources

Both the major revenue sources tied to other "non-economic” factors and the other minor
revenue sources are generally prepared initially by the department or agency responsible



for collecting the particular revenue stream. Its experience with and expertise in tracking
revenue growth is used in place of an equation to project future revenue activity. For
example, the level of participation in Maine's lottery is not easily or clearly tied to any
particular economic indicator, like income or employment. Revenue derived from lottery
ticket sales can, however, be projected based on past lottery sales, the likelihood of a
large jackpot occurring within a twelve month period and planned changes in product
mix or marketing strategy. Therefore, the Department of Administrative and Financial
Services reviews past lottery trends and evaluates any changes in marketing strategy and
estimates the lottery's revenue performance over the upcoming biennium. Additional
factors reviewed by the RFC include the projected Cost of Goods Sold and
Administrative Expense to arrive at an estimated Net Profit to be transferred to the
General Fund. The RFC then reviews their forecast to ensure that their logic is sound and
to ensure that this particular line forecast is consistent with expectations for other revenue
lines.

To further streamline the review of the hundreds of minor revenue sources, the RFC has
employed a strategy that has the analysts of the Office of Fiscal and Program Review and
the Bureau of the Budget work with the “collecting” agencies to develop the forecast for
each of the hundreds of minor revenue sources. This review is particularly concentrated
in even-numbered years before the beginning of the 1* Regular Session of the Legislature
when the biennial budget for the upcoming biennium is first considered. Agencies are
required to submit their estimates to the Bureau of the Budget as part of the biennial
budget development process in the fall of even-numbered years. Every revenue source
is reviewed by the Office of Fiscal and Program Review and the Bureau of the Budget
with the agencies for consistency with the economic forecast, historic trends and enacted
law changes that may affect future revenue rates, bases or flows.

When preparing a formal review of the biennial budget in odd-numbered years to decide
if revisions are necessary, the RFC uses a similar, though streamlined, process. The
major tax models are re-estimated using any updated economic and capital gains
assumptions as well as current baseline data. The budget to actual performance of the
other revenue lines is examined by a subcommittee of the Budget Office and the Office
of Fiscal and Program Review and, when significant variances exist, the subcommittee
recommends to the full RFC which agencies should develop and present new projections
for the RFC’s consideration.

Length of Forecast

By statute, the revenue forecast must project revenue for the upcoming biennium and the
subsequent biennium. For the start of a biennium, December of even numbered years,
this forecast will encompass a span of 5 fiscal years — the current fiscal year, the next
biennial budget to be approved in the upcoming legislative session and a projection of the
following biennium. This projection for the following biennium was added as a long-
range planning tool to help establish a look at the health of the next biennial budget to be
developed 2 years later and adopted by a new Legislature. This projection of revenue is



combined with projections of expenditures for the General Fund and Highway Fund to
develop estimates of the “structural gap” or “structural surplus” of each fund.

Current Tax Law

The Revenue Forecasting Committee bases all revenue projections on current state tax
law and other state laws with future effective dates that affect state revenue sources. The
Committee is careful to watch for sunsets and future effective dates of laws that will
affect revenue and build those enacted law changes into the forecast. The Committee
does not attempt to second-guess how the law may be changed during the upcoming
Legislative session. The Fiscal Note Process overseen by the Office of Fiscal and
Program Review establishes and tracks the revenue effects associated with legislative
changes. These legislative revenue changes are then included in the base revenue
forecast. The Revenue Forecasting Committee at its next meeting then adopts or amends
those estimates of the legislative revenue changes.

Forecast Schedule

The Revenue Forecasting Committee has 2 statutory reporting dates each year: one
before the start of each regular session of the Legislature on December 1% and the other
during the regular session, March 1% in even-number years for the shorter 2™ Regular
Session and May 1* for the longer 1* Regular Session in odd-numbered years. The
timing of these reports is based on the schedule of the budget process and the
Legislature’s session schedule. The Governor is required to submit a biennial budget
during the first regular session of each Legislature. That process begins in even-
numbered years with agencies submitting budget requests by September 1%, That
process concludes when the Governor submits his budget proposals to the Legislature by
a statutory deadline, the first Friday after the 1 Monday in January (approximately one
month later for a newly elected Governor). The revenue forecasting fall forecast begins
with the economic forecast by the CEFC that must report by November 1. The
December 1* deadline of the revenue forecast provides the Governor with an update of
the revenue forecast that the Governor must use as the basis for submitting balanced
General Fund and Highway Fund budgets. That first forecast of the biennium updates the
current projections for the upcoming budget biennium and it provides the first projections
of the following biennium.

In December of odd-numbered years, the forecast is updated for the next legislative
session (the 2" Regular Session of the Legislature) that begins in January of even-
numbered years. The March 1% or May 1* reporting deadlines, depending on the year,
are scheduled to provide the Legislature with a “mid-session” update so that they might
have the most up-to-date forecast for the conclusion of their budget decisions.



APPENDIX G

Materials Distributed by
Maine Revenue Services
on November 21, 2008

Maine Revenue Services
Economic Research Division



Wd 211
80-AON-0Z
(800'819%)
(1Ze'e6l's18)
(t1v'982'L0ES)

(05€°196'S1E8)

{es8l'v20'1$)
{9z:'cZ9'0%)

{gg1'/89'981$) (G¥E'660'E0LE)

(060'06'G7LS) (PBL'06F0ZLE)

L81'00vS
(t08'65L°28)

(zre'sor've)  (sexel jend J0j0N) pung AemybiH

{(Fi16'v82'0%)
(168'928° L¥L8)

{ZeL'200'8vL )

pun4 JUSWILIBAOE) 8007
pung jessuag)

1SED8IG JUDLIND 0F SUsSNipY |01

(vz6'gL$)

0%
(88L'1P9'LL8)
(26€'510'78)
(9e8'es7'8LS)
(98¥'068°L$)
(188269'8%)
(E0L'opt'+54)
{000'505°2819)

(s¥6'052'8.8)

ORI

(600'¢2$)
0%
{ror'1c0'es)
(ost'ozz'2s)
(OvL'asv'L$)

(8c7'9L6'c$)

{170’ L0V v$)

{c01'08G'ves)
{000'si#'ze%)

(svz'2i8'0v8)

$80'¥S$:

0%
(v€2'609°8$)
(2v6'882'1$)
{g60'8E0' L1 $)
(8¥0'pL6°ES) -
{opL'08Z'v$)
{o00'098'623)
{000'051'04$}

{(p0L'EL8'18)

LEOZAL

OLOZAH

(0cc'8.%)
zog'sy 118
{652'081'5%)
(£96'v¥6$)
(ec0'oee'vi gl
(sso'ssy'ed)
(15169028}
{000'060'8Z%)
(000'2287.28)

{v09'122'02%)

800ZAd

pung Sunssaepy uiisino o1 iojsuely

xe] Auedold suoleduntiwosee]

saxef mEEEw._n._ SoURINSU}

e} Jopsuel) eyeysy jeoy

Xe ) 9jejsg

sOXe] 03%eqol P enasehin

wesfold Jusy pue xej

Xe| auioau; ayeiodicsn

(w9l pue 139 BupnoX3) Xe1 SWoIUY {BNPIAPU|

SOXE] JAPIACI] ODIALSS PUR S5() T} SB[ES

SoNIUios BUSESS104 BNUSADYM 8] O] SUOIEPUBLULLIOITM ,SODIAIDS SNUOADY SLHB

G-1



SIS g B Jo 330

<aya of seafans § pus STy paa yiwew favigeaad nody pravdald uazq sey poder s (g)

“860% Y34a W 13 paaoadidE 0anyru o]y TUPRSEIAL0] INUBATY STEIG REV)Y INF IO SAMUIEI 199534 seandig {7}

“ERALGY DU FRID UM BULIFYE AN0aay 6] pgst 198 Sea pey) ‘Srep 03 a5ad 9LEDTRSCLE PO¥ Qiuells 5y 10) STICHI ITE 5 #n0q¥ 23 @ papauf {I}  STLON

ZTriopriopoie $6°% E9G B{OLY ZZETORLTOVG'E 165818 1807 30°8 SEET L6 EQL }Ec'6LR M TIEYE ) PARAGE (1A,
ELI‘TLt'oe 38’5 868 £007 7Y ' ELT"TLL 502 GzY’ELIfAIE ro.mu 2L57 RGO L SE07 LT T LTB SLLVE E2UANIE ST
0SB ¥ET 5% 370 987 9€E GEE yET 6y 21 A ] . ($2°%) (€2 1: AR 4 A 4] Ly aLa’y 285 P06 E ’ LU T Aiap O] witw) capgued],
(8ry Y81 EET) Hwn.mw 188L7569°8) (8P pBY EET) lzeT’0TB 6ET) - LA 9T BT leaz 488 “12) [CEA 08 % 20 §.3) Bulssyg nasaay rilaiuagy ol JgIHeag
88 ' ats ¥0°ET SEPIERT /ra’ 056 ' eriirio’T (xz gnzt (€91’ 88l UER’ 968 (EES BTY) ) SHOIIITAG] WL FORU]
SE6'TID 4T [£348 ] tsoa*rEEl | 986411921 THELYZZT . [£ 121 ¢} {61 gER) 18'g0g’e LEIv 8IE’Y Atonarzy Laougy - xuz fusdely
bye'Esstrr (33'0%) fess’TL8’y) OFE Ees Rr L1068 6L €71 O5LEET 0¥’ 299°01 066 °56L 70T ) nﬁ.smm,m
£49°15L7 5L (s8'5) {TPI 657 ) €LY IHL 9L ZES'EHLEL (207} YT AT VZE 8L vE g0’ I8L B avy sopuadiia’y dURINEA]
18678460747 [£ 338 ] {5157 813) LBE*BLP (LT Ly EgR’el - - - - TRL PRI AEnd
88198 751 €354 iebL e’ vy 081°984°¥5T ZEv eEr 05T {3278} fazttent el B5R ERET VT ELE‘ZRL S TR}, panq0], pus Awaedry
oS00’ LI EBT 2E°T geg YVE L 000737’ 241 TR 2-A T-X 4 $2°g5) (BEg*5L07E) s00'00s ' 1Y ZOPORLILE xEy 2utodny pesndion)
TZETLPDTOOY T EY 4 Ezp'0ZYicy tze’ Lyaroar’y RN LT Ad (s 0) (559* raa} . €96 LEn 68T s88’erL gyt "X¥7, 2wGan] penpzypi]
916751818 16°T reLiBIe o1& TeY XY ¥99 ‘put’5g e €io10¢ s1z'eon’'s TET'EVB R B A2pLAoa) FHARG
Z05“090'BLE 670 9L 966 z05’' 090 8ts 8L 150 E86 301 ELLigee’y FATRE: S % MR SIS roETeLt , K®[ ?8[) PuE 43)%5

E0DLI-05-9 Juptig {BpuayuIAG {(Bpun)isEag wipny 1snpy {rpusiuans (epealasacy »ipen ey
FER L 1825 Ry IIELEA - R T ¥ T LECC-TLTY .
fatadpng ey . .
Ry L] deoy . . Hluopy

{.LEIHXA -

' ) ' #3pag o1 vospedure]y
F00L “0f D FTujpuy J6AQ [$25LF 9342 184

SOOZ ‘DE BLOGL PIPUY Yo HIARRL a3 40

Pl [BI3UIL) - STRUIADY PAEZ PIPUSE

ANIYIW 40 FLY.LS

G-2



JBjjonuer WEIS A JO B30

P e

G\W\ T09°LZE 8y 0EE'S6RTRT07E 166 8187 LEGTE 3Z'5 1£5 ' 266 EEERA TR TY ) BEY OEL ELY
iyg ) 1164 780575) oza'‘zas’ezz mmﬁmiéﬁ. %57 ) (Te6 " vat} a,qw.oﬂn.qm LEd 5L Tee
(s2°2) {sss'eee’ 1) 1ve’ ¥E3 ‘o8 98B0 18Y'5F tsv g1) Tree’gos) . EECAN azs’vosis
(81" 7} {02r62g'5) (95L 7065 ' 0ET) ‘Gniamm_mmﬁ {$8-0)y ] ES....E. (3603707 12) (szz’ert’ie)
{32 11} (E69' ¥} age’sie’L EvyTyen [ITITEY ts3p'z50 ) . SE8' ZES *mmm.mﬂwﬁ
L 8L 038 E6LOLE 1Y IsgplLizfTl L0 66F°S0G" T m:.‘whm LTF ELE'Y
TR (r9v'ees' vl mmowmmm..«m L1 068 6E 09z QEL'OEE’ T - osL'sss’'g 066 '567 0T
A2 (01699t ) .mvnﬁmnv.: ZeglZEL 7L {8179} RS AT 42 yor'oEz' vz 980 TEL Y
RECE mq,vJvn ’ 62 LTE ST zLviBsa’et - - .. . - .

e~ 5) PEGPEF ) - 957567857 mmv.muqxomm, {3¥°5) {15 'arL) eEefaLnet 2LE'ZZL ET
¥ 0 GE0°Ese BEE 158 R8T LEEME A9 & F (%9°€7) {ELT'LE6'g) | SE8TLEREY 8P 0L LE
%99 60L EES 68 SEF'PEGIEGE’T vo.u_amv.mmv; ¥E°2Z IO 68T Y TLRY LGS ¥ET mmmﬁw?.mﬂ
15°¢ Zer'ooL'E ZEG0UR Gb P35 00T Es L3984 OTL VVE ’ zZ5 96V 8 ZEL'E0B'E
3271 L5°103° 1T TZLIESY TLg” 8Lz’ L850 gad 36T LOO OTEE 615667 5LT S24/e0E 5L1
n._.um..aw__‘_u>O (punipzag ._uu,m. , desy (Hapaniean {rapuniisan ATHA aEay
. A BuwTEL Low.n_ iRy JUIDESE " DIUXLIEA ADi4g NS

UG oTIvIA - aa
0 .1gIHxa '

PERREED L
RNAWAIY 2
soyesiuiwm by Laaof wodf Jagaunsg
Bupwnyg shuansy (Edpgungy #1a3suRsE
| BRI LERAU] Hi04S Swodi),
Aoz Eioup) ~xu) Hasdory
L EiEY

ediuoy 2uRInsU]

TEL SRR Hand
L83 PRGH] PUT e
8, 2esoda; Nwsodan;

8] SWEdY] |wag

HEH
AB[, 13 PADIT FDIALIG

XE3 26[] PUB SSpG

IEFL A0LG of vaspeduiasy

LO0T PUE RQpT *PE SUNL Fuipry tara) (uOsH] Sy 104
£00T PH= §ODT '0E F0NT PIPUY HINShy YIAFAT IFE 10

PUBL B30 - S206IAIYG $ILEMPapLSL

ANIVIW A0 BLYLS



ABFIHUOD S B JO 20

.uu:nﬁ. 03 1aGus 5f pus s20dy pus Jrueu Qespayasd woty paardasd wsag suy 1aoadar gy

TALON

£L171LT Boe %65 956 L0607 2T ELT’ 1717902 §21'5LT 81 %0°sz er5°8so’L SE0°LTL g LZIGLE P $H0UBAIY PYIG (510,

or8ExT {(x9°07) (52ZL58) ar9'EIZ pTs ozt 20"y Tus’ 1 [sTed-0 4 tot’y wirmdinbg 9 fedarg o s3eg 50082
LLE'EVL ST BprSY ELE6iT'E LLT'ERL ST 008 ZEE 8T 5871 458710’ sLz'vasiol €6 1126 21 SPUNE SIF() w0y SBISURLL §,00LT
BIE ODE‘ET $E'ET eys'9spE BIE'GOE ‘67 [e11: 2813 A T4 8501 zze't3l’s Zo6'2y0cg s .mau.. 4 FIRE8YT) AT FURLIAT 5,008
00574608 (36’0} (T8s’9L) 0056608 676 'zED 8 9T 01"z Lbs'TEY 59 'PET EI1INOE A4 WOL] $oniIADY 5,0087
oo ‘oY 8P LLT .Amvwmc,.. ooouuw‘ ?,v_mwm. 9 L02 (13831 000°sT ZrTiyy SUMDL, R SINYTy WOL; SHAUTANY $,0097
- - - - - . - - - , - BaudAsy AIUNUTy §,p0cT
BER'DEE R ¥L'ZT 9B EVO'Z BEV 9668 YeE‘Dra’ 1T THLT9ZT ove’oge BHo1es CBEGTLZG 'Y wn:,ﬁtﬁ 1242p3g 5,002
aIL'EB 'Y [1:084 ‘ mﬂw.mvm.m BTL 12s "Bk FESTSIR by 074 1z reg £82'e88'e yOB (BT ¥ PRI g e faugyy ..w.mmﬂ
ZDE'ETY {$2°L) {oB5"ZE) EAsFA- 0 £ Zie ‘g8E LA 1oL LEETEC QEG‘EE 0 Fsay oo n.aiw
r¥6'0¥3’sY {471 €) [§:5< R vyElorzrat 9TE'ER ST As€ 5w (13- 08 175 1ZB%5E° L ET87 598 HPEM T Sarsgstd puviuy sa0r1
TIsieTE Y 58721 Q6 BEG Tigterety ITEIGsL’ Y 5z 503 '96 4L’ 38€ Ew;.mv RIURYT YA LW £,8051
TLE 9Ty e %8°9 70’908 TLE 9Tr Y, 8Tr'Z36°L ¥0°zZe 1Lz’ 69% -BPE’FES IACMTie 0 TN, ,.:_.m:.m. saort
Z98'ZEs’ L AT A [CE448-3 44 nww.mwm.ﬁ SEG50L L (26°LT) {686 12T | T LRE'ELY BEE 166 BOIGASRuINUE Y/ Tatoey SRIUINY £000)
0o0'E [3g 81} {o6¥) ooo'e oIS’ 1306571 Lagy uEe - TE L Auaesiey 5,007]
Z3T'hes’E E3 'Y [3 7174 ZITLYE T TI6°8rT’ v 31°se £rr'gzy Er-M-1ie ﬂ...‘.num: s¥uasarg OYONY F,8011
aI8’'SEr’TE L1 BI0‘60T 1 [-R4-R-F2 2 44 AONm.mmm“nN %2t w£0°02 S98'EL T Q06 EVLCT saxu] Bupuey 14,6001
AR 267G ¥L976F TIC’'ab9 9 988 50’y 507EL SZL ELL ors’g50’ 1 LTR384 saxey, uepreaotioy 50920
TEEEIQEE LY 350 gS8‘Z8 Y96 0ZE" LY w.wm»mou;.ﬂ 772 Zm.‘mm 08T ZER Y Lrs'zLs 't YU SSOXY 0 £,00p8
LEE'LYE sL°0 8LL T LEE7LYE mﬁ,ﬂ.mqw - ‘rie‘1g - [38: 2 ¢4 yw.:ac.:a_:,.%&u‘u 50086
L¥978RE‘ 02 LY vZr'srs Lye'pze o TLotyLe’ e 97§ SYLIIT [1-188:1:1:38 4 Bog ety RO Y F0018

FANURATY IFYIO SO ¥
$h0L-§¢-5 Bupug (anpuriaasg {aapunluzag . wipng Ny (42pun)zs0 (a2pun)/1aag -umuzﬂ femaY
433 JEasii JUCAPLA] UINELIB A Ry FIGBPARA
poisipng Jein ] - .
BERECELYN qradpg

H AI8IHX3

#Bpog o) wosnedwoly

$0UT “0F FUNT Buipug Ju3 4 [BIS)F a1 any
00T ‘0¢ $un{ BRIPUY 0Ly HIaALL IN) 208
PUBY |RI3UIE - DOUIAZY BIENPIPU]

ANIVI 0 21LV.L$

G-4



IBHOLUOD 21715 A O INYy

.&:EU,E signg 5 nn.,, saanBu; psa quow Leeupingard Gio.) paaxdaig 133G $wy arodas sjq]

TALON

(35°2) Suﬁmcm.‘m_ TR 7 62175L1 817 {%5°0) {ze6'vee) HEET Le9°GLT vE SIRUIAFY ANG0 LEIDY,
35°g £9T'e m.m».mﬁ Pig st 45" EBE) {(IE8’TL) mmu.ﬂ. T’y wswd)abg @ Laadoag jo wing sa0pr
sLiE EED LT E Las’iso'gt o0a’zRE BT (367 9) FE,.SE CRG/PEL ST EE6LEZ67ZT SPURA SN mep RRISUSLL 5,600T
(35°5T) (€78 860° 7 €437 558 08 L8 T3 & T4 $4°081 GE0'868'E 068 306 T vz6 g0z’ v BRI WA ] 50087
apTEZ ammnmw,m; oE0 00T 'Y 616 25078 X0°¥0T BLR LD L6793 59 FET az:.ow H¥ADL IOk SNURAIY 3,0057
%5°0Y oLy TTE'g1T 6P Est £5°EB m.wciu 60’5z eritay UM, 7 SN WI027 SANEAAIY ¥, 057
- - - - - - - - .E_.:.u»»m Liunoly 1,0ecr
(36" LE} (8SE‘DLL M £64'0TE"ST. BBE'0pg’ T {367 1T} (188’502} SEY LZLL g6 T2g’% SnumIY [LRPE 50027
3y L Tk 050°g EELT§Tr TR YES‘SoY Y £330 3] ts¥z’cred Humc.n.mm_:v FOETLEE ¥ ﬁc_u:umumm_utum Sty 50002
51°€E E9LTT £pR'gLr 219'5EE (¥5°0) laoe? . BEE’EE BEQ‘EE - [y P sy dyoy _bnﬁ_Em s0661
S 1221 73383 48 LTEB'TOp ‘o1 TR 'E85° gL (s8° 1€} .:om..-o..: veL'vee’ £26'z9g u:w_mp»%ntu:m.m PUBNT 50048
$5°€T a06 avy s08'¢0n’y ES4 8- TR {82761} (o 511 ITi‘Ens T4z oy FISURICT YA 1005 1,005]
(35797} (ET2 895/ ) TE9'iBr’E BLY ZZ6' L $T°BE n,nmiqm‘ 0EE'ETE Lig'gae’t SITR SSAUISHY 5,009t
(350 {560 cag) 180 Ls0’s 9g6'soL’L {31°01) F.mm»wm_. _ 06’ aEy mmw ‘Lgg forgapaminuseglupey seusy “mg.ﬂ
9y ol oar's [31: 48 . - - - - Xe] sjuimasniy u.gw,_
feg oy {511'602 220’ BET P tle‘GeT Y {50 BE) {6197 va1} 09E*p9g Tve gLy zwz&.gm SHONSHY 5,0011
L OEL PEY'T 00 bOG  TE 078’829’ 6761 845’ 6EZ omm;.e.m.d , Boa'EpLtt saxz] Busjuey €,060]
077 703’99 Z_.u ‘6893 s89‘¢oL’s (867 LT) (6LL7BEES PR o 2SL'EEETT Sxv uoystodion h.cia
¥z CILLEY 015566791 ZESEOYLE mn..o LI T56’09s 1 LyoiEen’y :h,:_uyw BHOAY £.0010
is0° %) 991441 §19°162 GLLTEYT 5G°E (477 oLa'te vis'te 3E) SEL) [BIUBLUDIIY S,0000
N L 748 1) (1et ‘oso’g) tog’'reetsg LT3R TR AR ¥4 {88 €£2) {550° pE5) | Lep’trsr’z uoe'i6g’ T S0 BY 50010

RORARY LG JO (I
[aapunjiaany [apunjavag B F1-3 3 [dapun)azagy {smpunliaang Imay IHS,
[ZcCY N IR ELLE WILIN] jEadaeg EriitiiL Ty kotg LD
(] B JEA ], . Loy
2831 4npag up wospiedwey
LOGT PRE BOOL “0E Sunf Bripug sive ) prang i dug
) LOIE PO BOGT “0L YN[ BULPRF I0UG I MIABAL, 34 Jog
BUR [(309498) - SRNuaA PRENPIpL)
Al LATEHXE

ANIVIW A0 J3LV.LS



Za{ja00 BIRG AU 30 A0

Bueia 03 123fgas s pue sosndy pua guow Leupagaad wasp peaydasd waag sy wodas ETRR

BE0 HSE’8ZE %5 0 ors’aEl’ 660G 95E 92T 8L59EY BEE 5T L oEr’oss'E 0S¥ YETi 08 08B VYL ES
EECTLL'S {%8°0) {z8z "6z} EEE’TLLTS Is0‘eTL’s AT YT BIT 06 £E0'LEY . 102 LEL
opn‘peg’t %2°5T 15 E4T 0o’ o0e’t I6Y ZST'T Ay 29 oo tEL sut'se ang’or
[ 1M T YA (x3°7} . (£90'9%) ErOiPELTT 586 LYLT ls8°8) fagz’en) 6666%T TVLI9ET
a8y 89y (x1°9) (y85°ved 85% 89y’ v YLETEET Y $17E0T £vs'ere 095 LES £087985
I8r E56°c8 %20 SEELYT 1By E£56°58 LES Y60 9 G4 . BE0EYD LBLITET 6 E0B ¥6L76
BIL'BSE'ECE %870 129 ‘'sa8’T 8TL BIEEZE BEL’SET’5ZT %¥Z°9 ’ ppE’9ar’e Ti5'Es8'6E IS6FERE‘TP
806L-0¢-5 Supuy (fpuniang (apun)isang wipryg | FEEELY (rapueyaany (avpun)iaragy »ipog [EiIRY
AB3 A {EOELY TIRIBY IILELIEA, * .

parplpuyg jp0l

FLECT N S © BUELAEA

A WQUxXE

37847 01 AFFA

Yo}y

“HLON

anitsanyy 12103,

a0y

Splsinpassy wo 13Uy

$H1EUd [ 7P FII04 ‘Sauyf

csaa g eegaadsig

. 233, B
©uspsasifivg aeigeA 10353

SIXW fa f

a8 png oy wopsduis))

KO0T "bg 2ung Tuipusy 1u0 g (wIsLy 2y) 4o
SOUL 0¢ sung Julpu] gIv0Ly BEAEME 343 10
pang AveyBify - senusaey prisupipu(]
JUIBJAI JO )8}

G-6



LBIOTNGED 845 AU 10 S01I0)

“ofurys 03 pulyos 8 pus s=andy pud o Kreupingge st wosg paosvdaad w336 534 Moedad siyy RLOMN

RnuaRy |30,

20 iy

FHUTWIIIAN] UG FRULLITY
£33 U] TP SN0 ‘souL ¥
s9a,f uaposdsu)

P g

OnEASIANY HIEA JOICIAL

L2 Y §

KV RS (Gos’vas ') vBO IZH’0EE 6LE'PEL 82K {%8:0) g5z’ evd) BEL BRI g 088 ¥¥L ES
REE §9E £3T 98988575 ISeT¥IL'E (52700 [CECRETY LET EIL 1027 LEL
LA 4 505’5y 9865017} 6% TSI T (%6 g8) (0o’ oz} soz’6Ly ¢09 ‘o
80 IRGEL 400°898°¢ 986 APL'T a S65°% 8r0°TET EPL9ET
tirog) t5r9 8y T) STE‘TNE ‘Y YLB EST F 587 €L ‘58L 06T YIL'S6E £0s ‘988
[£3 209 {(8£0'L6T'T) GLEBITEE LED Y60 98 (x8'9) L4100 £ 78] Frei505°0T EB8° V6L E
{82 0) 508085 B1e‘vze’seg 6EE'GEL geY L] &vp79r3 ZOT &L TV Y46 8SE 2y
(aapunyazan {sspunjpiaagy seay 189 (aopun)irsagy {aapumiptaagy ST ey
nreasag IUELIRA AR JUFAARTY JuanIag AWUBLIRL ElI Jussiny
- LI ETTEY a0y

TA napea

2834 0y o) wosisedwy

LOGT Pu¥ §00T ‘0r unp Suipug s1eay {Eosid o S0,
LBOT RUT 80T ‘05 auny Buipug (uogg Giapem] 3143 4og
purg femudlyy - senioavy puesipapus

ANIVIW 40 TLVIS



TafGIGTY BIRIG A) 3O DO

SUAGT pus £953 R Joisuny 28ua 03] 40y 3P1SE 195 s Y2 SHBD 3 SeeA L PLRTTLES pus unw dgy A4} PLLSER TS $1 an0qe .,,:z 1w pepapuy (1)

ERRIEII0) U HRHLGST MR} Akl BiOyE S AN U BRALDISE EX TN ER aNatag {p)

saZuzys o3 139708 §) poy suaady puo yuom Lswirgusgioach wody _um..ﬂn.mur_. 4330 831 Jauddaa sy g mmw

ROOZ AINE 0] peanildy 0nyyuauesy m.zznwuu.:_m HRUBAN D3NS HLIALY BYS JU SAUE0 1343 SaanBly ()

ELEOTB G60"E {217 ¢8) loxe’ia6 L1} EANEEENGT 426 849’ gre (%8 "€} fang’get ') LG6 ' 1897 18¢ 106 9V T EVT
LSS ST6 81T t49°1) {1ye 4LE) 65 58765 LA TR T %G7E- £RG' 188 B8 PERZT e ETR 6T
a5z srn’ €5 5170 £UYI‘gT 60 'EYE’ LT 9T B%E LY {3£-9} (078’ LeE) LoL'oBo" ¥ Let’'gEa‘e
{stefyepfogmy 0 el 80°L65 (oL’ sgdLg) (LEL BuT LE} 0°€ ESV'veE [£2:3 28 3-TA¢14 (1L 98T’ on
(z89’ 02 E) T°LTE TEL 6667 T 1655 “0g9) TFLOgsE Y TEOIRE 507808 (LEL 61T} LEETEET
6687622771 {417 0] (206" 071} §LE°900° 1T ELETESE7OT (3T70) 9087073 §L2'900°TT gLEtess ot
wa&mm.mw {55 1H) (TP gIe E) ouc.mmmwh EGL ¥¥D Y (%5 28y - (8t 15T Ll g R 4 9L 8657
PELIBYTILL [£1288] {ez0’guz} yeErgTETL 248 15 AR [LTAS A fga8° 026y TR FA-] £05p22’H
LEE ¥BY'9T - - ) - - - - ' - ~
..Nom.mo«zmﬁ [E3 28 4] lovg oey'es 8¥3'gacisg s08'vT8 '8 {201} , 1104 FX 37 secvITIET FEETLED T RY
OLL’ ¥65 96T (3587 ﬁmemuz_ﬁﬁ 80508528 LET 5R6 D 1£128% 4] o8e’ gLeY . .c,aa.oo.ﬁw ; oL’ Tee's
8887 L9LILEE’ T {2¥70) {rez cprs T3 268 tev  IBE AEE' BYST6LE (%' T 1§90/ 6LE"T) Q0L° 0S5 BT BEG OLR’ EOT
EAIREFIAEE: w7 T BYY’TI&T ¥EO'RLRET ZoE'E90 LY (%57} . (P00 TLTY 25T ELL Y SYE R8Ty
LEETHB0B007 T (521} (E8% 1187¢€) G05'Eva‘Es? CEve'zezose {x1°7) Hlosb'sEe' ) oxg’ tae ' ge [LTA-33-TFRS ¢
s0uz-65-y Jiupuz {apsajpsasy (aspan)iiza0 1eiprg Lenyry {zapunyyioagy Qopuiaady , 1o8pny £my -
A¥BX JTIEL] FLERTCN B IURLIA asesy PIBRLIBA, .

vuwanvzn ey,

1 ATy

EIZTR e Y

STy

WALON

POIRAL]Y BRIV
sonnBATg A0
sutpapubs]) AREOY WOf deSuRLL
Fapeyy suuanoy fudiopunpy o7 1agsuely
Vd:bE.uﬂb:w Hpgp FEHo0RT
Lipgjasay, Brougy - xe3, Hasdod ¢
Y1 MEING
Cxey stiuudui ) sduliduy
AR HITe Rl L
$71 ownkin | puv aliarEliD
-8 ], Brubouy a1edio])
FEY, aweou) EHpAlE
XYL ADpialc ) $o1a10g

TEY, B3} pun SRS

- wdpng o) wassrnfinoy

S0 oE oy Jupuy svay {uast gy g
SO00T " 15 U3 PAOPVG DLy lleod 941 105
P EATU0l) ~ B uaadys Pajuspiopigg

ANIVIW 80 FLVIS

G-8



AHF LML ) DIEG FHIY 0 pum,co

3B GYS 608

Pk 8EG'GI0'E ﬁhmh%m.ml%xllmﬁhmhﬁ% e 391 850 10g 8 : 306°9%Y’EY7
(3178} t6557z12'8) gra 90 e 05T FLE BS Te5-1) ti50 g%ay [T AR FEG ETOET
(xz- g} (ZE8 €6E) RN TN YT BEE LT {%1°6) {osg ' zae} FATAS vl A LBE'EESE
Q;...S tase’ 18 (626 pSY 9E} {eEL ez’ ug} 578 ﬁmm.ﬁ«ﬁm_ EY6iETT CT) {r1rn'oZy o)
LT ey T owm.umné THLTEIETT {x7°99) {8TE agE) [ 1.1 1ZETET
EY AR goL'9cL o9 'agz’ 0T ELE'H667 0T §¥'L G0LTIEL 95 "8EZ 0T £LE' G687 0T
8761 SEBR'O&L STRTEENE L3FAd ]330 4 38T T SrE YAVERE'E B FAS: Ul a4
{xp-g1) (roL! ves’ T3 ZEDTEYETE wnmuwwmhr [£3: 04540 ..‘Z.phswu‘..c PLE'e¥s L [k A
(%07 501} oge’Lye) 486 LYE - - - - - .
(388} (L1g’ Lvr’z) 923°23078% 605 YTETES 5y L) nmmm..m_.,_o.%d LLY 99 ET YeETLES ' TT
(avvT) {pes’a6e "L} LBO'PZETIG L8T’ses’er {5 82) ABL'§L0" B} BOS TOE L ozL 12E S
=09 800°66% ‘T2 1ET/4vy’BSE BEL'PYE6LE 5701 036°'RED’6 SLE‘YETEE : ‘mmm_..c._kmhmo.ﬁ
%G 958’ 669 [-3-1 0 T o ] ZOR' 658 RT %0 1) {zav'ey) aaL'6ve’ ¥ orZ’ Y09’y
w1 L¥EGEE vE6 9L’ CRE ‘zretzeEto6e. (55" T} . Gmm.w.:.,d 958957 €5 RITHTAS O
faapialandy {aagranipunagy Lo , vy {raprn)rerigy ?eq:.:u.cm;ﬁ AR CaAER
JurIsg ERlTINESIPY Jotry iny LY ECIRE] Hstaagy

Wezrag

PR A1 e

FIR(F 03 ¥2X

[ TN

PRSI0 (Y20,
[EHEERCSS ST Y

VopssIEG ) ATapIoT] Wik dalsuRay
Bugsbig Inunadyg jediipuip 03 JaJsusyy
B2 eI EBARY TUDS] oy

favpiasay Basuy - 2rg Daedoag

Xey Sy

X1, u.vmcnr_.&c..u, RIS S

XHY, WU ANKng

Xy, nuur.ma.m..nmn LHIDELE

¥u g, Muopdy sreradiony

XU [ SwEIEY (2hHA
T JEPARLE 30110

XBEIE[) PUT TR RS

AURA J014g ) westardnieD)

BT Pre £00T E vung Butpuy srra) 1R3RE BYT L0 -
L0OT P ROUT TTE A34uss03 JARUE itogy hso g 3 ang
PURE 1B0UIS) « FINLEADY PRIENPIPU])

ANIVIA 40 FLVLS

G-9



FRHONLED) WG B 10 B

d.»,.:w#u 1 13afiins 5 pow seknly pus oew Dsewged weg pravdoid nast sey oo S

' SLON .
LSSPEYIE oY I:G.E, (Tre'cag) 16568 &5 - ‘cmwépe.ww 0§ £o018E 180 pES T TEE GTG£T ) P:r:am REE Y _..aﬁ
006" 082 (20" tp) (166 1) 20575 605761 - LY - Bs e tesunliahy  Gaadord 10 5095 1,0087
FX:TARV'T-2E T 15€71L) {oBr'LE8' 1) Fm,m..m.nﬁﬁ (Li8 e vy {%57E¥) feiy'soL) gar’LIs’ 0 (aie’oee’z) SPULY SyIL) way SSRBUALY S 0pLr
F21 TR 44 1857 £} 1619 '922) FIEEER L S8R ‘gTa L ¥ EP mﬁ.\n.mw b¥a’son’1 erglase’ ¢ . sndamnyasians :_ut__u u.a%n
L300 1134 (%875} {roE’ggl Zge'wne 2rh’ogs I2°0E ¥V L ZELIEVE SYZ LTE ﬂub.,c‘cm. ajrarzy wuly n._:n“am snusr
a0’ 08 $H' &7 =] f00 ..u.m £BE’HY i%t " a8) 007 g} a0 ‘ot 568 SWABY, % SSUL) Wely ROINSH 5,000
- - - - - - ~ - ~ sathiaasy Aty 50087
DES LETYT T8RO BBL'ZGG' T E18' o8 g8 ive’e T GER . 568°65L Lpe’os E¥Yioss Sraudady] JaRped §nogz
2 AN ,.ﬁ;. sELewa’y ¢¥EiERy rT L6 gEL 5% LT3 LELAS 1 IrE’ars e GIE' Teg'E W VIppLg Ui $.0008
' Zoz8Ty RETONA $1 SLeze L tot‘as . BLL R . . tesg 82 {tro’a) Lok 8z 22E7 0. - - SO P sy B0 0867
nmm&ww»mﬁ &0'TT 679 '€09 96L°T0s % wﬂw..mgﬂ‘w ixp-zw) (TE’ gEs) 95vissz'T SETETL WP, 2P 6 BROB] §,0041
0By ELZ' 46792 EE6'5TE Bao'gET T B4 LT 4 33°€9 GLBSLT s¥2’51E PETT 6L - SRSUFIL 2HYTA IDIOR 10081
epi'sen’s L T4 45 {5I6 269) [0 €30 4 0EpeEs L ey aed {aTs sa1} mwu&wm SRE'SLY SIEHY, ESMUSRE §,00p%
TrE‘LIY Y (25 22} nomcémw‘,ﬂ EEH HEE’Y m?ﬁ.wvﬂhm 32100 ¢-), EEY 3007T 0gS0PS SHopist ::.:,E&E,,Zﬁ SS90 EL 5,001
CZ3 L0 - - - - o - - - ) Iy, siuslidanmy £A071
GTE PrE’E {3a'e) ﬁmmw.ﬂ,o..w YL ERTT bR & (3 T6R°F SHLIOVE 0537 18 $13amatg BRIV S.601F
eg6’eot’ 1z 5078 HaE ‘reg 238 15081 Q6 ELR L 36°% L50'g9 ggEteve’T omE T p1e’Y . sexa g, Sunueg s,p001
bad: M- T A 0T9IY &5 gy £SE 588 zasisra KT 08 sg0‘te ...um».mm €88 22T ) woxey wopslediod) 50018
se¥lozriLr (207 0) . (ZR6°599) vme_.vw\m Zg6'ogL’g ®2°6 zor’EET | srTisisct tE9TERs'T - »_G..u:uﬁ 1S9y 5 165g
IVE' 667 (%5°42) {6z ‘57 000’ ve TLY Ry 150" 0uT) {000 TEd ooz - ¥EL $6z) waLtELOIIY 80080
BLofore’Te (k2 92 (€89 /%06 7} §TT 0B 'E i1 (5175} isE2f 101} sve'T00’E ERIAR T A , B IY $0aT
i . SMUIANY SM{Y 10 R
4007089 Buipuy {upualasagy Gopuajurdy edipng ey {aspustyiaagy {apunjisip Bipag Eniay
ELEESLET | FUBALY Fugray - TRy DIV .
passfipng myoy, . ) -~
L 03 TIZ TRty

T AIBIBX3

wu,.w%_:n o3 lospuidsa y

6067 *ug suap Suypog 2wa e 0t oz

FO0T B U0 PN vy ELN0E B Jog
PUO [SRUAD) - Ssaaadil SIS

AHNIVIR JO TLVILS

G-10



A PHILED DG S 10 AR

=Bunes of sxafqos s pue spmiy pus gruow Kinvapupad ey paredad soay ey podar sy

k SHEON
(21°8) HTRE St 1) BPR 980 F5 amw.qb.m.mm {257 T) (L60G76VZ) TEQ EREEY qmm‘.ﬂohmﬁ Ss0uDAR] DY) R,
(30" £5) {Eto'zy) st &og's1 - (1”18} .Gmuq‘m; rLZOT aLs’e ) :,,:.a?ew .avb,‘.:_ﬁ; 30 .a_cu. $,0087
fa2°eT} {TTr'679) te9v  LEC ) E.E‘m_mm rrd g LT tese’ ozl GLL \‘amcﬁw tgerioze’ sy $piligg 2ol by DRSERIL 5,00LT
' :a.www ta16 650" 8) 58T 0T 699187 L #¥rov z31'zes BEELE9°T 6vS552°E sairegsy oapasag yuR sy rSﬁ.,
{%E° 6T} LT 2z) mmﬂvmm.n.ﬂ .chémm {sT-2E) By petd QBEtLOY PTL LTE . SIEDG 4PALES WOLF sty 50057
nww.mmv . m,m.wwa«.ﬂ FESLL £8e’sg < {sETgL} tara el rES Y 113 ST L A NGLLY TEA] SONUIATE §00FY
- . - - - ’ - - . - N - sanmaasy AIEN0T 50007
FHT LT 00 e BUR PEE'T Z09" L8R L. ¥T 01 (ESV'HE [2:TAR T4 A £Fy GHR s jRapag m.s.m.ﬁ A
2720 1 I {r98’ ez} ‘BeE0L6°6L 5L6 BELTST LT lass 6Le’T) ass'ors’y pIe'tes’s SIUEIL] W FNARDL U %,008E
[£3: 32 LTPE " ET) mmu.wm. . BeL'08- {¥6-0T} (T2 4] R “mm gsg’oe i FLUTT S 2._ ¥y drofy .b.ﬂun.«. 5.p061
- (st .ﬁoow.mnﬂ vz0’'ves's SIriset’y U GLT Lyetosd ayy'zez GETEEL ) ALFRAS P SRR PUBIE] SO0LT
39°¢ 371 , 13- 05 <1 00 3 CaE srrtT L3281 Eri‘eT 65 18E reriyse 0] IPLSA AONI 60051
{4778t {240 Fad] .qu‘m..mo‘w [N 1 A £ T-1 4] iaps‘zozt [t A-TX:] 582 SLY mo.w.rmmnm.wm:m_‘ 50081
921 113 A 219 "TEL'E EPPTEDLIE £ 17 867108 5957 G99 [T , DA S e AU SFARIEI §,00¢T
{07 00T L{+Fe2 5 agy 'z - isa- oot} ooy e su¥’T - THY spusmIALYY 50021
(2576} (ris’zziy nESARE’ Y 900 9Ty {55 ¥1} {Ge "z} S08 ' +EZ [e3-1- R s saiiaARg FHOANHY 5007T
LT 08) ggB 1Y | oEg oeT L 0OFELS L 36°0T . o5 8Ly oGB SES Y OSE‘RTE’Y earaey, Bappivg 0001
23722 " zsetzet age ' gen , EAZ R 5] £3: M ad pIe'st 8§90 40T £68° 231 ’ , wxug, woperediay 50000
- 0 ey e ' 498 paL’s 6679540 L1ag2s 3 1R 4: 1 £80°5LY T 1ER‘8S8‘Y XE, 310 [N S.8000
g g (5907521 SEZ'EG tit’es , {36 " DeT] 5612} L$B7 12 - TUY, FE5 enstctyY SR80
e tere’ggo ey isg’isE’e ZYE PIT L (acred lEgs "es) LA T 501’3061 (I Y 50010
T o - STRUSASEL ASUTCH J0 fIER
. - (Sapun}iIasgy {bapai)peeady 233 x B L EY {opruieaagy {zpuniragy ERA HAxL
Janaag MINCLIRL ELIAES Hgang. sEa g , NELFRY, JORIL IREIT)
TTELE OF UGB, ’ e

AL LIETUXE

AV d0pad 91 Bestidingy
EOBT pa¥ 4007 Q€ uag m_:._im MO A IFASES AY) tag

LDNZ BUY BROT 1E AIAGHIE) POPEY YINOLE HHIE I S0

PRI P00 = B0 uaaT] PHEHPIPLIL

ANIVI 40 AILVLIS

G-11



aapjosiiie ]y SIS S §O S0I0

Junmm,u o3 138 fons &3 puw Faanfy pous yueous Lewsaiaid worp paiudead zooq 2ey podas sy

EEAAS TN {31782 (082 €26 '5) za587851 e BIE RER 16 [E1-E ) igLe'9te 1) DIE 87668 SET'2IL’ e
STT 6EL'E (35°95 (698981} zEV 888’8 £95°6958°2 €308 2 4] {1Le'Bs0) BERTRLL'Y BEL'ZeO 'Y
B0’ 006* 1 (s7° 8T} (e 6y 000’ 0EF | L95'oLz CT 315 S {ggg Ty 000°s8 CEE"T¥
svo'ssL’ Y (%570} (L9242} LiD'LES 0TEVES %601 IIECET 618897 OES 081
TEB ¥Lp' 15462} (399 ' Egp3 £FE FSL' L LZB TIE’T 335y LBTiZET ST rIE ZeE’ 9%y
sse'0g0’66 {ag° v} (rrs’ gz’ 1) Eoz'ies' 6z GYE BEY QT {88°L) 1201’ 668) [32: % 11NN SELIAZE L
BLZ LEL WET fay'9) {zgLieva’ g} (w0’ Léni T fe8lEEE" LY ’ {z2°¢) lrag'goe) 9EEiEEE 6T G¥0°ERE’6T

SUOT pgy ujpy (rRppa)azagy {punyuasy wipug fERTY {apunlieac (rapun)pnag 18pag jeR Y

Jery BT TN Y aDUBIAT R ) Wrsasg uuz.ﬁ..w‘_}
prRdpng fuinl - i
BIBE 0] SBR 111578
Ay .

THLON

FhuwANY jEuY

RIGG Y

SHziEIAC] ub sluitey

By eid g P IHsglay anny

sva g uopaadiag

oo ¥
DA 2OV

nosreasiay oy

sxf gy

. wdpug vy woseashusy

S00rz ‘ot 2iap Buleg Jueg, [YasLy 4113 400
SUGE 1L £0q0isy POPUR Puui Ynug aYs 10
pung Assyd(yy ~ ssnuvoney pojexipapa))

INIVW 40 1LV LS

G-12



LBlOLAT G AU R IBFO

TA gy

rafuwa 03 Pofiys by pui salndy pos froE.ﬂ_w:mE:ﬁa wuy paieda.ad wag vey 1aodel Siyg

*ELON

nmIAIY jRIAY,

ARG Y

SARET AL § uo sTunaEg

saljsud g P snnpie g Sy
£33 vopadsuy

2L
wos 4SETY djanje 4 Jor03

LCRCA R

(51" 1) (SET LieY 9¥PiEIC LS JAT A F A 151771} {029 ETET seLigzs e 1212782
(56T (YRS EEED &5 BO0TE £36°699°2 {5y og} {gTp BEY! LEGOYY’T BEETE06 T
[ET R T3] [23: 108 TR 3] oEE Ty LT oLE t4p g9} 19547 543 4657 0TT . ZEE'EY
&0 LE TRY 0By 858 LEY UYE'¥68 - BSOS - 0ES709T
LY (v8E"L7T) 170629 'Y [A4- 203704 ¥Z° 28 | Ts’EUE 57 05T zagiesy
1§ 1SLTBYS B65 9857 L2 GrE'GEY ‘AT {2973} (TLL 80w} oS LES L SELIBYE L
{ag 2} 6917158 ) 0T TTE 66 SE8 EGE LY LT [T A1 ERE'oLE'6T Y ZZTIET
mucﬁ:%w\..a?@ {Iopunipreag) apax aze ) {ispenizman {zapnnlita iy ELCE ELo
FLCEILE | DOELITA QT ZF 4 3Ly Wrseiay FABIEA, RELI2 ) JUREAATF
a3eg 01 ML . LElG

hwu.wr g oy sestsbmay
$HGY PUE EGOT "0 Yung Rugpuyy S38aZ [63T] U 20

LH0Z PUY GUGT ‘1€ 134510 RPIF HIUSIL Griey 91 T

pun g fuacgfingg « sanuean g papurpagsg

FNIVW AC 3IVIS

G-13



Economic Assumptions

-14



Assumptions Used in Sales & Excise Model

(1) Total Personal Income
{2) Inflation (CPI-U)

(3) Total Employment Growth
(a) Growth by Sector

(4) Forecast of CPI for Energy Prices (Global Insight — Nov. 2008)
(5) Forecast of new passenger car & light truck registrations in Maine (Global Insight — Nov. 08)

(6) Forecast of average price of new vehicle (Global Insight — Nov. 2008)

Assumptions Used in Individual Income Tax Model
(7) Total Personal Income
(a) Growth by Component
(8) Inflation (CPI-U)
(9) Total Employment Growth
(10) Unemployment Rate
{11) 3-Month Treasury Bill Rate |

(12) 10-Year Treasury Note Rate

Assumptions Used in Corporate Income Tax Model

(13) nflation (CPI-U)

(11) Total Employment Growth
(a) Growth by Sector

(12) Porecast of Before-Tax Corporate Book Profits (Global Insight — Nov. 2008)
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_ B ANADA
- U.S. Macro Outlook: A Perfect Storm

By Mark Zandi in West Chester
November 12, 2008

View the Mgody's Economy.com U.S. forecast. Listen to a podcast on the U.S. outiook.

¢ The financial panic appears past its apex, thanks to government intervention that
is thawing frozen money markets.

® The Fed is expected to cut rates to a record-low 0.5% next month, following its
unprecedented 50-basis point cut in October.

s The recent turmoil will have fong-lasting impacts on househeld decisions on
spending and saving, and on business choices governing hiring and investment,

s The recession's severity depends on how the new Congress and president

respond. Bold action will keep this downturn from becoming the worst since the
Great Depression,

The year-long recession is intensifying. Nearly 1.2 million jobs have been lost since the
beginning of 2008, with more than 500,000 gone in just the past two months.
Unemployment has surged to 6.5%, the highest rate since the early 1990s.

The downturn is broad-based. Only a handfui of sectors have been able to avaid layoffs,
including healthcare, educational services, commodity-producing industries, and
government, Thirty states are suffering recessions and another 19 state economies are
at risk. Only Alaska is still expanding.

Financial panic

The catalyst for the economy's problems was the panic that still grips the financial
system. The system has been under intense pressure since the summer of 2007, when
defaulting subprime mortgage loans began to undermine financial institutions. The
more recent turmoii began when defaulting mortgages forced the federal government
to nationalize Fannie Mae and Freddie Mac in early September,

The panic does appear to be past its apex. Thanks to massive intervention by the
Federal Reserve and other giobal central banks, frozen money markets are thawing.
The difference between three-month Libor and three-month Treasury bili rates—a good
proxy for the angst in the banking system—is still an extraordinarily wide 200 basis
points, but this is down from the record spreads of almost 500 basis points. A more
normal spread would be closer to 75 basis points.

hitp:/fwww.economy.com/dismal/pro/article. aspZcid=1 10339&p=1 THE3NNR
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The Federal Reserve will continue to use all its resources to stabilize the financial
system. This means still lower interest rates, but more importantly it means that the
Fed will continue to flood markets with liguidity, lending to whomever and buying
whatever is necessary.

Another interest rate cut is coming: The Federal Open Market Committee is axpected to
lower the federal funds rate at its December meeting to a record-low 0.5%. This comes
after an unprecedented 50-basis point cut in early October that was coordinated with
other global central banks, and another 50-basis point cut at the scheduled FOMC
meeting in late October. Lowering the rate much below this may not be feasible, as it
could create problems for already-stressed money market mutual funds. Many funds
could be put in jeopardy at a lower funds rate because their operating costs would be
greater than the return on their short-term investments, which are ciosely tied to the
funds rate.

Limitless liquidity

However, such limits on the funds rate no longer determine the amount of liquidity the
Fed can provide, which is what matters most. The Fed now has the power to pay
interest on bank reserves and has set this deposit rate just below the funds rate target.
This seemingly innocuous technical change is important: It allows the Fed to increase
liquidity to the financial system without {imit. As the Fed injects reserves into the
system and the funds rate declines, it will not fall below the deposit rate, because
financial institutions will choose to deposit their excess reserves with the Fed rather
than lend overnight at a lower rate. The Fed has aggressively used this new authority to
pump reserves into the system in recent weeks.

To get more liguidity into the financial system, the Fed is lending to a wide range of
financial institutions through credit facilities it has established over the past year. These
allow institutions to borrow from the Fed using securities they own as collateral. The
Fed has repeatedly lowered the bar on the collateral it will accept to encourage more
borrowing. The Fed is also exercising its new ability to purchase commercial paper
directly from issuers. This has helped bring down commercial paper rates, while raising
the volume of new issuance sharply. The implications of this program go far beyond the
commercial-paper market; the Fed now has a mechanism to purchase just about
anything it deems necessary.

http://Www.economy.com/djsmal/pro/article.asp?cid:1 10339&p=1 11grns
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#

Economic damage

The Fed's moves should soon queli the financial panic. While the system will remain far
from normal for many years, withdrawals by frightened bank depositors and
redemptions from money funds, hedge funds and other investments are expected to
abate by year's end. However, even if the Fed succeeds as expected, a substantial
amount of damage has already been done, most immediately to confidence.

Consumer confidence plunged in October to its lowest reading since the Conference
Board began its survey more than 40 years ago. This is all the more surprising given
the plunge in gasoline prices during the month; cheaper motor fuel in times past has
always provided a lift to household spirits. Business confidence as measured by the
Moody's Economy.com weekly survey also collapsed to a record low. The net
percentage of responses to all nine questions asked in the su rvey has turned sharply
negative. Most disconcerting is_the decline in firms' intention to hire and invest, both of
which had been holding up relatively well prior to the panic.

& Body Blowto Confidence
Het % of businasses responding positively
40 i
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10 44

0 - ¥
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Source: Moody's Economy.com
-20 ¢ t } } $
02 04 ns B a7 &g

Current events have so soured sentiment that they are sure to have long-lasting
impacts on househoid spending and saving choices, as well as on business decisions
regarding payrolis and investment, The pessimism will magnify the effect of
evaporating household weaith. Net worth has fallen close to $11 trillion since peaking a
year ago; of that, $4 trillion results from the 20% decline in house prices, while the rest
is due to the 40% decline in stock prices. Over time, every dollar loss in household net
worth reduces consumer spending by 5 cents over the next two years. If sustained, the
wealth lost over the past year could thus cut $275 bitlion from consumer spending in
2009 and a similar arount in 2010,

The financial panic is algo affecting the availability and cost of credit. Credit growth was
weakening rapidly even before recent events. The Federal Reserve's Flow of Funds
shows debt owed by households and nonfinancial corporations actually fell in the
second quarter of 2008 after inflation, for the first time since the S&L crisis of the earty
1990s. The pernicious impact of a credit crunch on the economy is difficult to quantify,
but the economy's performance during the early 1980s and early 1990s suggests it can
be substantial. The 1980s downturn was the most severe in the post-World War II
period, and while the 1990s downturn was not as bad, the economy struggled long
after the recession formally ended, Using these two periods as a guide suggests that for

http://www.economy.conﬁdismal/pro/articie.asp’?cid=1 10339&p=1 1143/2g08
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every I percentage point decline in real credit growth, real GDP growth weakens in the
subsequent year by approximately 30 basis points. Thus, if real credit shrinks 5% by
the end of this year, which seems plausible, then this credit effect will cut some $225
billien from GDP in 2009.

The Recession intensifies
Change in payrolf jobs, ths

Source: BLS
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There has been one important positive for the U.S. economy coming out of the financial
panic: iower energy and commodity prices. With oil currently trading near $60 per
barrel, a galion of regular unleaded should scon cost no more than $2. Gasoline prices
peaked during the summer above $4 per galion, and have averaged closer to $3 over
the past year. Every penny-per-galion decline in the cost of gasoline saves U.S.
consumers just over $1 billion a year; thus, assuming gas remains at $2 per gallon
through the coming year, Americans will save more than $100 billion in 2009 compared
with the fuel costs in 2008. There will also be measurable savings on home heating and
food bills, as agricultural and transportation costs fall. Total savings next year
compared with this year will thus approach $200 billion.

& Ray of Economic Sunshine
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Summing the costs to the economy from the wealth and credit effects, less the benefits
from lower commodity prices, puts the net direct cost of the financial parnic at around
$300 billion in 2009. (A $275 billion wealth effect plus $225 biflion credit effect minus
$200 billion in savings because of lower commodity prices). This is 2% of GDP. Of
course this is a very simplistic analysis; it does not account for all the indirect costs of

http:!fwww.economy.corrﬂdismai/pro/aﬁicle.asp‘?cidzl 10339&p=1 11437608
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the panic on.the economy and the multipliers, but it highlights the potential magnitude
of the fallout,

Four critical choices

Whether the recession is as severe as this analysis would suggest depends on how the
new Congress and president respond. Even with hold and aggressive action, the
recession will last into next summer and be about as debilitating as the mid-1970s and
early-1980s recessions, the two worst downturns since World War II. Without such
action, this downturn will be the worst since the Great Depression.

The most critical immediate policy decisions include: 1) whether to help the near-
bankrupt domestic automakers; 2) whether to provide more fiscal stimulus: 3) whether
to devise a more comprehensive foreclosure mitigation plan; and 4) whether to use
what monies remain in the Troubled Asset Relief Program for asset purchases. The
presidential transition makes it especially hard to address these issues a timely way.
Indeed, other than help for automakers, the odds that anything else will be decided
before the inauguration in late January are below 50% and falling.

Domestic automakers will almost certainly face bankruptcy if they don't receive
government help. While such a bankruptcy doesn't pose a systemic threat, as would the
failure of a large financial institution, it could result in hundreds of thousands of job
losses. Auto sales for the domestics would almost certainly plunge further. With credit
tight, a domestic automaker might not be able to fund itself in bankruptcy, forcing
massive plant closings. The already-reeling job market would be hammered. The lame
duck Congress and Bush administration are thus expected to come to terms on
providing some $50 billion in aid to the automakers using money in the TARP. The aid
will likely take the form of some kind of equity stake in the firms in exchange for a
number of restrictions on their activities,

Another stimulus

Massive fiscal stimulus Is expected beginning next spring and extending well inte 2010.
The stimuius will total at least $300 billion and include, among other things, aid to state
governments, infrastructure spending, and tax cuts. The price tag for the stimulus
roughly equals the estimated net direct cost of the financial panic and thus could easily
rise if that cost increases. Another foreclosure mitigation plan also seems [ikely by mid-
2009, as recently announced efforts by mortgage lenders and the federal government
are not expected to stem surging foreclosures. A rising unemployment rate with
millions of underwater homeowners means foreciosures will increase rapidly next year
without more government intervention. The cost of this plan is expected o be close to
$50 billion and to also come out of the TARP,

With all of the demands on the TARP funds, it appears less likely that the money will be
used to purchase distressed assets from financial institutions, its initial purpose, While
such purchases aren't necessary to stabilize the financial system given the
government's direct equity infusions, they are necessary to attract private capital to the
system soon. Those purchases are designed to establish prices for these assets, without
which investors won't know how much capital banks need and how they should price
that capital. The federal government won't be able to extricate itself fram the financial

http://www.econonty.com/dismal/pro/ article.asp?cid=110339&p=1 1 gl 35%()08
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system until private investors step up in its place,

A darker outiocok

The outlook has darkened rapidly in recent weeks. Real GDP is expected 1o fall through
the second quarter of 2009 and post a decline for the year as a whole, The
unemployment rate is expected to rise through early 2010, peaking at 8%. This is a
dramatic change in the forecast. As recently as the August outlook, 2009 real GDP was
projected to be near 1.5%. This is the largest change in the outiook in such a short

period since Moody's Economy.com began forecasting the U.S. macro economy nearly
20 years ago.

Faliout s Significant
Reat GDP growth, annualizad % change

# P re-panic

WP ost-panic

ag 04 14

Moreover, until the financial system is stabilized and policymakers take the steps
expected, risks to this outlook remain firmly to the downside. The fonger financial
markets remain unsettled, the less credit will flow, the bigger the hit to household
wealth, and the longer confidence will founder. Without substantial fiscal stimulus and a
much larger foreclosure mitigation plan, the econaomy's slide will be much longer and
deeper. The Great Depression occurred in significant part because of government
missteps and inaction. That is a lesson that today's policymakers must heed.

This commentary Is producad by Moody's Foonomy.com {MEDC), & division of Moody's Analytics, inc.
{MAl}, engaged in economic research and analysis. MEDC's commentary is independent and does not
reflect the opintons of Moody's Investors Service, Inc. {MIS}, the credit ratinge agency. Both MAL and
MIS ere subsidiaries of Moody's Corporation.
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LS. Macre Qullook
Units 08Q1 08Q2 08Q3 08Q4 O09QMF 09Q2F 03QI3F 2007 2008E 2009F
Composition of Economic Activity, S&AR
Gross Domestic

Product bew$  11,646.0 11,727.4 11,720.0 11,655.3 11,626.1 11,625.2 11,689.0 11,523.9 11,687.211,681.7
Change %AR 0.3 2.8 0.3 -2.2 -1.0 a.0 2.2 2.0 1.4 0.0
Parsunal Expenditures
Consumption bew$  8,316.1 83413 82752 82056 81859 8,184.6 82169 82528 82845 B8,213.1
Change %AR 0.9 1.2 -3.1 -3.3 -1.0 -0.1 16 2.8 0.4 -0.9
Durables bow$ 1,237.0 12283 1,182.5 1,132.8 1,128.3 1,128.3 1,140.0 12424 11952 11371
Change %AR 4.3 -2.8 1491  -158 -1.6 0.0 4.2 4.8 -3.8 -4.9
Motor Vehicles  bow$ 4302 4072 3782 3353 3360 A385  348.1 448.7 3877 3447
Charnige %eAR -16.7  -19.7 256  .382 0.9 3.1 71.8 20 132 -1
Nondurables bow§ 23978 24206 23806 23616 23501 23470 23513 23925 23901 23522
Change %AR -0.4 3.9 -6.4 -3.2 -1.8 -0.8 0.7 25 -0.1 -1.6
Services bowd 47044 47121 47192 4,7185 4,714.8 47166 4,732.9 4,646.2 47135 47312
Change AR 2.4 0.7 0.6 -0.1 -0.3 0.2 1.4 26 1.4 04
Irrvestment
Fixed Investment  bow$ 1.7624 17549 1729.8 1,705.3 1,674.2 16609 16666 1,808.5 1,738.1 1,671.0
Change %AR -5.6 -1.7 -5.6 -5.8 7.1 -3.1 1.4 -3.1 -3.9 -3.8
Nonresidential bew$ 14231 14318 14283 14207 1,396.7 13851 13812  1382.9 1,426.0 1,387.6
Change %AR 2.4 25 -1.0 2.1 -6.6 -3.3 -1 4.9 3.1 -2.7
Structures bew$ 3263 3405 3470 3414 3264 3166 3090 3048 3388 31541
Change %AR 8.6 18.5 7.9 B3 -164 115 -9.3 12.7 71.2 -7.0
Equipment bew$ 1,088.6 1,0748 10595 1,057.6 1,0486 1,046.8 1,080.5 1,078.9 1,070.1 1,050.8
Change %AR -0.6 5.0 -5.68 -0.7 -3.4 0.7 14 1.7 -0.8 -1.8
Residential bow§ 3830 3695 3506 3336 3265 3248 3345 4538 359.2 13334
Change %AR -26.1 134 -18.0 -180 -8.3 -2.0 12.4 -17.8 208 -7.2
Single Family bow$ 1967 1429 1200 1249 1203 1194 1269 2140 1384 1258
Change Y%AR -46.1  -30.8 -336 -2 _137 -3.1 276 -27.4 354 -8.0
Muttifamily bowd 304 321 31.8 32.7 327 33.0 33.5 33.2 318 334
Change SeAR 0.0 24.3 -25 9.8 0.3 3.9 6.7 -12.8 -4.2 5.1
Other bew$ 1993 1980 1930 1885 1858 1843 186.4 2088 1947 1865
Change YR -3.5 -2.8 -9.7 9.1 5.5 -2.2 35 -5.2 -6.8 -4.2
Inventory Change  bow$ <102 506 .385 250 235 104 -15.1 25 311 168
NonFarm bew§ -17.9  -851  -386 -244 229 .188 ~14.5 -3.F 340 182
Farm bows 6.0 24 -0.6 -0.6 -0.6 -0.6 -0.6 1.0 1.8 -0.86
Tradse
Net Exports bow$ 4620 -381.3 -350.0 -3454 .3357 -335.0 -322.5  -B465 -3847 3258
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Exporis bow$
Change %AR
Merchandise bew$

Change %AR
Services bow$
Change %AR

Imporis bew$§
Change %AR
Merchandise bew$

Change %AR

Services bow$

Change Y%AR
Government

Change YoAR

Federai Defense  bew$
Change YAR

Nondefense Do
Change %AR

Government Balance
NIPA Basis b%
Unified Budget h$ FY

Consumers

;gz:onai Saving SLAR

Retail Sales & b%

Foed Services
Change %AR

Vehicle Sales m

Housing Starts m

Producars
Change %AR

Manufacturing

Capacity %

Utllization

Labor BMarkets

Totat Employment m
Change %AR

Unemployment 5,

Rate

Prices

onsumer Price 4959-190

Change %AR

ﬁﬁfﬁce;’ Price 1982=100

15006 1544.7 1,567.0
51 123 59
1,0486 1,088.9 1108.7
45  16.3 7.5
4517 4559 4584
6.4 3.8 22
1,962.6 1,926.0 1.916.9
-08 73 49
1,661.9 16316 151690
20 71 28
301.8 2055 2981
55  -80 3.5
2,039.1 2,058.9 2,088.3
19 3.9 58
518.9 5282 5506
7.2 7.3 18.1
2532 2563 2504
2.9 50 4.8
-330.7 -640.0 -4952
-10B.8 -108.8 -110.0
0.2 27 1.3
45526 45045 4,547.7
0.8 37 40
152 141 429
1.1 1.0 0.9
1123 1114 1097
04 3.1 6.0
787 777 782
1379 1377 1374
03 06 .07
4.9 53 6.0
212.8 2154 2190
43 5.0 6.7
183.8  196.1 2009

1,588.1
5.0
1,119.2
3.9
467.0
7.7
18314
3.1
1,631.4
29
301.0
4.0

2,087 4

1.8
551.8
0.8

262.7
5.3

-510.4
-1100

2.3

4,364.2

-15.2
114
0.8

100.3
1.4

75.5

136.9
-1.6

6.2

218.0
-1.8
197.3

1,603.0
4.3
1.126.0
24
477.2
5.0
1,938.7
1.5
1,636.2
1.2
303.5
3.3

2,107.8

2.0
5534
1.2

265.4
4.1

-337.6
-243.4

2.9

4.354.8

-0.9
12.0
0.8

109.5
0.9

75.3

136.4
~1.4

6.7

2184
0.7
196.7

1.618.6
a2
1,128.1
0.8
487.6
8.1
1,850.5
25
1,645.1
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306.4
3.9

2,116.6

1.7
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1.3
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3.2

-560.4
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3.0
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3.0
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22
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1,640.6
6.3
1.142.4
82
498.3
8.0
1,963.0
2.6
1,664.4
2.3
309.6
4.2

2,125.6

1.7
§556.5
6.9

2684
3.0

-590.4
-248.8

3.1

4,450.3

5.9
13.1
0.9

1088
1.1

5.1

135.8
-0.6

7.6

2208
2.5
200.8

1,425.9
84
998.7
7.5
426.9
10.5
1,972.4
2.2
1,677.7
1.7
2064
4.4

201241

2.1
502.1
2.5

2504
-0.2

-229.3
~161.5

0.6

4488.5

4.1
18.1
1.3

1114
17

79.3

1376
1.1

4.6

207.3
2.9
127

1,545.6
8.7
1,081.3
8.3
458.2
7.3
1,934.2
-1.8
1,636.2
-2.5
2991
0.9

2,070.9
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7.0
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30

~494 1
4376
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1107
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Change AR
West Texas
Infermediate $/Bbl
Financlal Markets
Federal Funds %
Prime Rate Y
10-Year Treasury %
Jan
FRB Broad index 97=100
Change %AR

Contribution o Real G

Units
Personal
Consumption AR
Expenditura
Gross Private
Domestic Y%AR
Investment
fnventories Y%AR
Net Exports %AR
Exports %AR
imports YR
Government Y%AR
Total %AR

15.3
87.9

3.2
6.2
3.7

87.3
-7.2

081

0.62

-0.90

-0.07
0.78
0.64

-0.14
0.34
0.87

28.3
123.7

2.1
5.1
39

95.8
-6.1

088Gz

.88

-0.28

-1.42
2.80
1.54

-1.28
0.68
283

10.2
122.3

1.8
5.0
3.9

978
9.0

0243

-227

-0.86

0.41
1.06
0.76
- 0.31
1.00
-0.25

This analysis can be found on The Dismal Scientist at:
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69.9

1.2
42
38
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0804

-2.36
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-2.19
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73.4

0.5
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4.0

6.1
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09Q1F

- 0.67

-1.06

0.05
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0.25
035
-1.00

3.9
78.85

0.7
3.7
4.4

952
-3.6

09Q2ZF

-0.04

-0.46

0.14
0.03
0.43
0.41
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-0.03

4.5
80.3
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4.8

24.8
-1.8

G69Q3F

0.20

0.15
C.44
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0.44
0.31
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48
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4.6

103.4
-4.7
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2.1
5.1
3.8
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e Employment has fallen since May in all regions, with losses particularly strong in
the West and Midwest.

¢ With Europe in recession, Midwest manufacturers will experience declines in
orders from abroad.

e State sales taxes revenue fell ag housing markets faltered across the Sun Belt.
Income tax revenue will be next.

« Home sales have leveled off nationally, and are rising in regions such as Southern
California.

Regional economies across the U.S, weakened in the third quarter, and are continuing
to do so in the fourth quarter. There has been no job growth since May in any of the
four broad regions of the country, with losses particularly strong in the West and
Midwest . Further, falling oil and natural gas prices in the last remaining areas of the

country showing any sign of vitality—Texas and the energy-rich Mountain states—may
deflate even these robust areas.

The recession is broad because the impacts of the earlier housing crisis and now the
financial crisis are widespread, hitting most industries in nearly every area of the

country. The financial crisis will flow through to the regional economies via at legst
eight conduits:

Recession Extends Across Teetr-Thirds of Ecenomy

Based on employment and industrial
o piaducton, Seplember 2008

B Recassion”
N Atrick
f Evpanling
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Exports. All regions have benefited from rising global trade, but none more so than the
Midwest . However, now that the euro has fallen and Europe is in recession, Midwest
manufacturers of industrial machinery, construction equipment, and other durable
goods will experience declines in orders from abroad. This will be an added weight on
the region, which is already grappling with sizable layoffs in the auto industry. Qutside
the Midwest, the Pacific Northwest is the most highly dependent upon exports.

Consumer spending. Consumer confidence will dip further as consumer lending
standards tighten and labor markets weaken. As a result, demand for consumer
durables, intluding automobiles, household appliances and electronics, will continue to
drop, hitting a number of Midwest and Southeast metropolitan areas with this
manufacturing concentration. More broadly, retailers throughout the nation will be
stocking smaller inventories, hiring fewer workers and either closing locations or
reducing expansion plans.

fidwest’s Feposure tr Auto ndustry is Concentrated

Emiployment, auto-related industries
% share oftotal employment, 2006

US=06%

B 0% 10 1%
®E1% t0 3 3%
B 2.3% 10 25%

Housing. Weakened labor markets and tight lending conditions will slow the
stabilization of housing markets. But two factors lend support to some stability by next
year, limiting additional risk. First, prices have had time to fall to a point where home
sales have leveled off nationally. In fact, sales are now rising in regions such as
Southern California, which previously had the worst affordability and subsequently
some of the sharpest price declines. Second, the recapitalization of Fannie Mae and
Freddie Mac, combined with their rise in conforming loan limits, and an expanded role
for the FHA will provide additional credit to those markets that were hit hardest by the
lack of affordability and that have some pent-up demand. California and the Northeast
will be the primary beneficiaries of this.

State budgets. States that depend heavily on sales taxes already have withassed
falling revenue as the housing markets faltered, home sales slowed, and home equity
diminished. These include Arizona, Nevada, Texas and Florida . Income tax revenue will
be the next shoe to drop. The impact on income tax can be even sharper than on sales
tax because as adjusted gross income falls, taxpayers often slip into lower tax brackets,
lowering the effective tax rate. States with a high dependence upon income tax revenue
are Cregon, Connecticut, Massachusetts, New York and California . The bottom line is
that nearly every state will be hit by some revenue losses in the coming two years.

These first four conduits will cause the recession to be very broad across all regions of

http:/fwww.cconomy.com/dismal/pro/article.asp 7cid=110474&p=1 1A 208
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o

the country. Four additional conduits will have

helping to

greater geographic concentration,

reshape the contours of the near-term regional economic outlook.

Financial services. Cuts in financial services employment and income will put the
Greater New York City area in recession by the end of the year. Ultimately, at least
100,000 banking-related jobs will be lost in the New York area, which is up from a
projected 60,000 loss of just a month ago. The financial impact will be even greater as
the industry accounts for about 10% of employment but 25% of income in the New
York area. Other financial centers are at rigk as well, including Charlotte, Boston and

San Francisco.

Financial Consofidation: Limited Risk to South Jols

Jacksonvile
Charlolte
Oallas

Tampa

San Antonio
Ft Lauderdale B

Birmingham BB i |
M iami
Emplovmeant,

R!chrﬁend firancial activities
Louiseile | location quotient,

VY. PaimBeach Us=10
Allania [EED i i i

10 91 12 13 14 18 16

Investment spending. Weaker global investment will impact areas with a
concentration in high-tech, and also those areas that produce industrial equipment and
machinery. Thus, even areas with good long-term potential as places of innovaticn face
near-term weakness as orders slow and startups face uncertainty among investors.
Silicon Valley, San Francisco, San Diego, Boston, Raleigh, Austin, Dallas, Seattle,
Portland and Washington, D.C. all face risks. Centers of production for durable goods
include many of the metro areas of the industrial Midwest and parts of the Southeast.

Travel and tourism. Business travel is already faliing and will falter further, since a
quick way to rein in business costs is to reduce travel for conferences. U.S. leisure
travel will weaken and foreign visits will also deciine because of the global recession
and a stronger dollar. As a result, aitline travel will decline and demand for hotel and
leisure services will fafter. New York, Miami, Orlando, Atianta, Dallas, Los Angeles, San
Francisco, Chicago and Washington, D.C. will feel the effects of fewer visitors.

Migration. Many of the metropolitan areas of the Southeast, the Southwest, and the
Mountain states are dependent upon in-migration from the Northeast, the Midwest and
California to sustain underiying long-term growth trends, But with housing markets
nearly everywhere stil] searching for a bottom and rising home sales attributable largely
to foreclosed properties, it remains difficult for households to seli their homes and move
to the usual magnets of migration. Thus, 2009 and even 2010 will see the persistence
of very sluggish population growth in these areas,

http://WWW.economy.com/disma]/pro/alticie.asp?cid=1 10474&p=1
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Long-Term Defense-Related Risk in Southwest
Employment, defense-related indusiries

B % share offotal
emplaoyment, 2008

US=2%

Less than 1%
Bixtossn

Virtuafly nowhere in the U.S,~with the exception of Washington, D.C.—will escape the
financial crisis and global recession. The effect will be greatest in the Northeast, where
the direct impact is now being felt, Other areas of recent strength such as the Pacific
Northwest face higher risk of recession because of both direct and indirect effects of the
crisis. The Southeast will be hurt, but, excluding Charlotte, will not be hit as hard by the
financial crisis. Nonetheless, this recession will be the broadest across the U.5. regional
economies of any recession in recent memory. It will rival the recessions of the early
1980s in terms of its breadth.

Risks are clearly to the downside across all regions. The Southeast, for example, could
lose a good measure of its growth potential if in-migration halts over the long term. The
global economy holds considerable risks for the Midwest . Should the economies of Asia
contract outright, the loss of these markets would compound the auto industry
downturn to create a deep and long-lasting regional recession. The Northeast faces risk
longer-term based on the shape of future regulation of financial institutions. The West
faces long-term risks for growth in its technology and aerospace industries, The region
would doubly suffer if federal defense spending is severely curtailed.

This commentary is produced by Moody's Economy.com {MEDL), 5 division of Moody's Analytics, Inc.
{MAI}, engagad in economic ressarch and analysis, MEDC's commentary is independent and doss not
reflect the opinions of Moody's Invesiors Service, Inc. [MIS), the credit ratings agency. Both MAI and
MIS are subsidiaries of Meody's Corporation,
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Annualized % Change % Change

G8Q2 03Q3 0BQ4E O09QMF 09Q2F 09Q3F 08Q4E ' 2007 2008E 2008E

United Btates -0.6 0.7 -1.6 ~1.4 -1.0 -0.6 0.3 1.1 0.1 -1.0
MNew England -0.1 -0.3 -2.7 -1.8 -1.5 «1.1 -0.3 0.8 0.0 -1.5
Connecticut 0.0 0.4 -3.4 -2.5 -1.9 ~1.3 -0.2 1.0 0.1 -1.7
Maine -1.4 0.0 ~1.7 -1.4 -1.4 -1.0 -0.4 0.4 -0.2 -1.2
Massachusetts 0.3 0.0 -2.8 -1.9 -1.5 ~1.4 -6 1.0 0.2 1.5
New Hampshire 1.6 0.6 -9 0.5 0.0 0.2 0.6 1.1 1.0 -0.2
Rhode island -3.3 -3.1 ~4.1 -2.5 -1.9 -1.0 0.3 -0.1 2.4 -2.4
Vermont -0.1 ~1.3 ~14 1.7 -1.5 ~1.0 -0.5 09 -0.2 -1.3
Middle Atlantic -0.2 -0.1 2.5 -1.9 -1.8 -1.0 0.4 0.8 0.0 -14
New Jersey -0.2 -0.6 2.7 -1.8 ~1.4 -0.9 -0.3 01 0.3 -1.5
New York (x4 0.2 -2.8 -2.1 -1.8 -1.0 0.3 14 D2 -1.6
Pennsylvania -0.1 0.3 -1.8 -1.6 -1.2 -1.1 -0.8 0.7 0.0 -1.2
South Aflantic -1.2 -1.3 -2.6 -1.8 -1.1 04 08 1.2 0.2 -14
Delaware 0.5 1.1 -1.9 -1.2 -1.1 0.8 0.8 0.2 -0.1 -0.8
District of Columbia 1.0 5.6 0.4 0.2 0.5 0.1 0.7 1.0 1.8 0.7
Florida -3.1 -2.6 -4.0 -3.2 -1.6 -0.4 0.6 0.5 -1.3 -2.4
Georgia -1.8 -4.2 -3.8 -1.6 -0.7 04 1.5 14 0.4 -1.8
Marytand a5 0.9 -1.0 -0.9 -1.2 -1.1 -0.8 0.8 0.9 -0.7
North Carolina ~1.2 -1.1 -2.2 -1.0 0.8 -0.2 0.5 26 0.5 -1.0
South Carolina 0.0 -0.4 -1.8 -0.8 0.3 -0.2 0.5 2.3 0.2 -0.6
Virginia 0.7 0.6 -1.6 -1.5 -1.2 0.9 0.1 09 04 -0.8
Wes! Virginia 08 0.7 ~1.6 -2.0 -1.8 -1.3 0.6 0.1 0.1 -1.4
East North Cantral 0.7 -1.0 2.4 -1.9 -1.5 -1.1 -0.4 0.0 -0.5 -1.5
ilinois -0.5 ~1.4 -1.3 -1.8 -1.3 =11 .3 08 0.0 -1.3
Indiana -0.5 -1.5 -2.2 -0.8 0.7 -0.3 0.3 0.5 -0.4 -1.0
Michigan -1.9 -1.1 -2.8 -2.3 -1.9 -1.1 -0,1 -15 -1.5 -1.8
Ohio -0.7 -0.7 -3.1 -2.3 2.0 -1.3 -1.0 0.2 -0.4 -1.9
Wisconsin 0.1 0.1 -2.5 ~1.8 -1.3 -1.2 -0.5 05 -0.6 -1.3
West North Centraf -G.8 0.3 -1.8 -1.2 -0.9 0.5 0.2 1.0 6.2 -0.9
lows 0.0 0.4 -4 -1.6 -1.6 «1.2 0.7 0.8 0.4 -1.1
Kansas 0.6 2.1 -2.5 -2.3 -1.5 -0.7 0.2 1.9 04 -1.2
Minnesota -1.2 -1.0 -1.7 0.8 0.2 -0.3 05 0.5 -0.1 -0.7
Missourt -1.3 0.7 -2.4 -1.4 ~1.1 -0.6 0.2 0.8 0.4 -1.2
Nebraska 06 1.6 -0.8 -0.3 0.0 0.5 1.0 1.7 1.1 0.1
North Dakota -1.0 1.4 «1.4 -0.9 0.8 -0.4 0.1 1.5 1.2 -0.6
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South Dakota -0.8 4.9 1.1 ~0.8 -0.6 -0.3 0.3 20 14 0.0
East South Central -0.9 -0.5 -2.5 -1.6 -1.2 -0.7 0.2 1.0 0.1 -1.3
Alabama -0.6 0.2 -1.4 -G.7 -0.5 0.2 1.0 1.4 0.2 0.5
Kentucky 0.7 -0.5 -3.6 2.4 ~1.6 -1.2 0.4 1.2 0.2 -1.9
Mississippi 0.3 -2.8 -1.7 -1.7 -1.6 2.0 -0.3 0.9 0.0 -1.6
Tennesses -1.7 0.0 -2.9 -1.8 -1.2 0.5 0.2 0.5 -0.5 -14
West South Centra) 20 1.8 -0.8 3.1 0.1 0.5 1.2 27 1.8 0.3
Arkansas (.3 0.9 -1.4 -0.8 -0.4 -0.2 0.5 0.4 0.1 0.7
Louisiana ) 1.0 0.6 -1.4 -0.8 -0.9 -0.4 0.4 3.8 1.2 -0.5
Oklahorma -0.3 1.1 -1.2 (.8 -0.7 -0.3 0.3 1.7 1.0 -0.5
Texas 2.7 24 0.3 0.2 0.4 .8 1.6 2.9 22 0.7
Mountain -0.2 -1.7 ~1.4 0.6 -0.3 0.1 09 2.0 0.2 -0.7
Artzona ~2.3 -4.3 -1.8 -0.6 -0.5 -G.1 1.0 1.2 -1.2 -1.2
Colorado 1.2 0.9 0.9 0.4 0.3 0.7 1.3 23 1.3 0.1
Idaho 0.8 ~1.7 -1.2 -0.6 -0.6 -0.4 1.1 26 -0.4 -0.6
Montana 0.6 1.8 -0.8 0.4 -0.2 -0.3 0.0 22 1.5 0.1
Nevada -1.2 -1.8 2.2 -1.2 -G.1 0.8 1.4 1.0 (.6 -0.9
New Mexico 1.7 -1.5 -0.8 0.0 0.1 0.2 1.1 1.3 086 0.1
Uteh 0.1 -3.6 -2.1 -1.3 -1.2 -1.2 -0.5 39 0.8 -1.8
Wyoming 1.5 24 02 0.0 -0.2 0.0 0.4 3.9 27 04
Pacific «0.4 -0.9 1.7 0.8 0.6 0.4 0.5 1.0 0.1 -0.8
Alaska 2.1 2.0 -1.1 -0.6 -0.8 -0.2 0.7 0.8 0.7 0.6
California 0.3 -1.0 -1.7 -1.4 -0.8 -0.6 0.3 0.7 0.4 -0.8
Hawaii -1.8 -1.3 -2.3 -1.8 -1.6 -0.9 0.1 1.1 0.1 -1.6
Cregon -1.2 -1.1 -t.4 0.4 0.1 02 0.8 1.7 0.0 05
Washington -0.5 04 -2.0 0.7 0.4 0.5 1.2 25 1.0 0.0

This analysis can be found on The Dismal Scientist at;
http://www.economy.com[dismal/pro/data/uutluok.asp?type=4
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Forecast Fiash: First Take
it Was the Economy, Stupid

Anyone seeking an explanation of Barack Obama's success in the presidential election needs look no
further than the state of the economy. fHS Globa! Insight's slection modei, whose key driver is real per
capila income growth, predicted a 53.1% share of the two-party vote for Obama, on the hasis that
deciining incomes wouid hurt the incumbent parly. The current almost-complete vote count matches that
prediction exactly, at 53.1%. But although the economy was the numbar one key to Obama's success, it
is now-qr will be as of January 20—his number one problem.

Recession Is Deepening... The damage from the financiaf crisis is quickly becoming evident and the as-
yet unofficial recession is deepening. The economy was tuming down even before the latest and most
severe phase of the credit erigis hit it on the head. Consumers are retrenching, with real consumption
dropping 3.1% in the third quarter; a similar drop is expected in the fourth, Housing starts and prices
continue to decline, with no end in sight. The key [SM manufacturing index has falien degper into the
recession zone; export orders are now falfing. And the decline in the iabor market is accelerating; we
expect job losses of over 200,000 per month in the fourth quarter. The upshot: four consecutive quarterly
declines in GDP, the steepest being the 3.3% drop expected for the fourth quarter, Our GDP growth
forecast for 2008 has been cut to 1.3%, from 1.5%, and our growth forecast for 2009 is now minus 1.0%,
rather than plus 0.2%. We see the unemployment rate rising above 8% by the end of 2009,

-..And is Mow Global. Perhaps the most important shift in the outiook this month is on the export side. It
has become clear in recent weeks that the recession is now a global one, and that U.S. producers wili no
longer be able to rely on rapid export growth to counterbalance falling domestic demand. After a small
first-quarter 2009 increase {helpad by a bounce in aircraft exports, as Boeing production resumes after
the stilke}, we expect exporis to decline throughout the rest of next vear.

Why Not Even Worse? The forecast incorporates a peak-io-irough decline in real GDP of 1.5%, worse
than the last two recessions, but not as bad as 1882. Twe key supports prevent the outlook from being
even worse. First, we assume that oil prices continue o decline, hitting a trough of $50/Aarrsl in the
second quarier of 2008. The resulting drop in gasoline prices from their third-quarter peak is like 2 8185-
Gillion tax cut for consumers. Second, we have assumed that Congress will pass a $200-billion siimuius
package {1.4% of GDP) that will take effect beginning in the first quarter of 2009, including a mixiure of
infrastructure spending, support for state and local governments, increased transfer payments fe.g.,
extended unemployment insurance), and "rebates” (similar 1o, but smaller than, those paid out earlier this
year). The stimulus package, financial bailout costs, and the recessicn will take the federal budget defici
above &1 trillion in 2003. For now, the need fo support the economy trumps deficit fears, but once the
recession is over, President Obama will face tough choices about which of his spanding priorities to
pursue and how to fund them.

inflation Vanishing. The global recession is quickly taking care of the inflation threat. Attention will shift
rapidly to ellation. Headline CPI inflation peaked at 5.6% in July, but by the third quarter of 2009, we
expect it 1o be neqative, al minus 2.5%. Core inflation will prove more stubborn than the headiine number,
but should be at the bottom of the Federat Reserve's 1-2% comfort zone by the second haif of 2009, as
commodity costs come down, higher unemployment reduces wage inflation, and profit marging are
squeezed,

Fed Expected to Cut Interest Rates to 0.50%. The Federat Reserve is running out of room to cut rates,



and the effect of such cuts is limiled, given banks' reluctance o lend—>but that doss not mean the Fad
should stop. We expect the federal funds rate 10 be reduced by 50 basis points at the Fad's December
maeting, fo 0.50%, and to hold there throughout 2008,

by Nigal Gault
A Quick Look at the Numbers

{Annual rates)

Copyright ®2008 Giobal nsight Inc. Reproduction in whole or in part prohibited except by

permission, Al Fights Reserved

information has been obiained by sources believed to be refiable. However, because of

tha possibility of human or meschanical errors by our sources, Global Insight Inc. does not Terms of Use = Privacy Policy
guaraniee the accuracy, adeguacy, or completeness of any information and is not

responsible for any errors or omissions or for the results obtained from the use of such

information. hitpdweaw. globalinsight.comy



s,

it Was the Economy, Stupid

Highlights
= The recession is deepening. We expect real GDP to
decline for four quarters in a row, with the worst

declines imumediately ahead. The economy comtracts
1.0% in 2009,

«  Govemnments and central banks are trying to unfrecze
lending markets, but credit conditions will ease only
slowly; they cannot prevent a global recession.

« Inflation is yesterday’s problem. We expect headline

CPI inflation to be well into negative territory by mid-

2009,

»  Monetary policy’s potency is limited, but we expect
the Fed to keep cutting the federal funds rate, probably
to 0.50% by the end of this year; a zero rate is oW pos-
sible. '

= TFiscal policy has better prospects for success, and we
assume that the federal government injects $200 bil-
lion in fiscal stimulus, either before or just after the
Obama administration takes office in January.

Thé Forecast in Brief

Anyone seeking an explanation of Barack Obama’s success
in the presidential election needs look no further than the
state of the economy. Global Insighi’s election model,
whose key driver is real per-capita income growth, predict-
eé a 53.1% share of the two-party vote for Obama, on the
basis that declining incomes would hurt the incumbent
party. The near-final vote count matches that prediction
almost exactly, at 53.3%. But althongh the economy was
the number-one key to Obama’s success, it is now—
or will be as of January 20—his number-one problem.

Comntacts:

HNarlrman Behravesh, 781-301-2501, narman behravesh@globalinsight.oom
Niget Gault, 781-301-9093, nigel gauli@globalinsight.com

Global Insight Web Site, htpp:/fiwww.globalinsight.com

NOVEMBER 2008

The recession is deepening. The financial crisis wors-
ened dramatically in October, as credit markets froze and
stock markets plunged. And it is now clear that the econo-
my was turning down sharply even before the latest and
most severe phase of the credit crisis hit it cn the head.
Recent economic indicators are showing precipitous
declines. Consumer spending is falling, and both housing
starts and prices continue to decline, with no end in sight.
The key ISM-manufacturing index has falien deeper into
the recession zone; export orders are now falling. And the
decline in the labor market is accélerating. Employment
feil more than 200,000 per month in September and
QOctober, and we expect similar losses through the end of
the first guarter of 2009. :

The upshot: the worst recession since 1982, with four

consecative quarterly declines in GDP, the steepest being

the 3.3% drop expected for the fourth quarter. Qur GDP
growth forecast for 2008 has been cut to 1.3%, from 1.5%,
and our growth forecast for 2009 is now minus 1.0%, rather
than plus 0.2%. We see the unemployment rate rising above
8% by the end of 2009, with a peak-to-trough decline in
payroll employment of about 3 miflion.

Downside risks remain predominant. Our pessimistic
scenario (probability = 23%, versus baseline = 60%) incor-
porates a recession even worse than those in 1973-75 and
1981-82. In this scenario, the unemployment rate rises to a
peak of 9.3%.

Housing remains a major drag on growth, and until the
housing market stabilizes, it will be impossible to draw a
line under the financial crisis, Credit is tightening further
for homebuyers and homebuilders, And the broader econo-
my is now terning down, which means lower employment,
higher unemployment, reduced household wealth, and

BALINSIGH]T
(C) Copyright 2008, ALL RIGHTS RESERVED
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Executive Summary

The Recession Deepens
{Real GDP, annualized percent change}
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much more insecurity among potential purchasers. We
expect housing starts to hit bottom only in the second quar-
ter of 2009, at just 658,000 units (anmual rate), and to
improve only very gradually thereafter. We expect the
FHFA/OFHEO house price index to drop 12.2% from the
first quarter of 2008 to the first quarter of 2009, and anoth-
er 8.0% by the first quarter of 2010.

- Consumers are now retrenching. Real comsumption
dropped 3.1% in the third quarter, the worst decline in 28
years; a similar drop is expected in the fourth. On a calen-
dar-year basis, we expect anemic consumer spending
growth of 0.4% this year and 0.2% next. Consumers are
getting relief from tumbling oil prices, which we expect to
fall to $50/barrel, and further federal tax cuts are probably
on the way, but they cannot outweigh the squeeze from the
crumbling labor market, falling home prices, tighter credit
availability, and lower stock-market wealth. Light-vehicle
sales fall to 13.3-million units i 2008 and 12.2 million in
2009,

Other key supports to growth are being knocked away.
Declining consumer and housing demand, coupled with
tighter credit, will make businesses pull back on capital
spending. Bquipment spending felf 5.5% in the third quar-
ter, worse than the second, and we expect double-digit
declines over the next two quarters. For 2009 overall, we
foresee a 9.0% drop in equipment spending.

But the higgest downside risk for business capital spending
is on the construction side. During 2007 and the first half
of 2008, rising private nonresidentiai construction
helped cushion the blow from plunging residential con-

Novemnber 2008

struction. But the availability of financing for commercial
real estate has tightened sharply, and the need for exira
retai} and office space is evaporating as consumer spending
and employment decline. We anticipate declines in private
ponresidential building, starting in the third quarter of 2008
and extending through the second quarter of 2010. The
average decline in 2009 is 14.5%.

In the state and local government seclor, revenue
growth is slowing, while financing has become more
expensive and, in some cases, impossible-—a recipe for
sharp cutbacks in outlays (and not just in construction). We
project operating deficits (national accounts basis) at $92
billion for the fiscal year that began on July 1, 2008, We
expect real state and local government purchases to cecline
in the fourth quarter of 2008 and the first quarter of 2009.
They then stabilize, but only because we assure that the
federal government provides support for current and capi-
tal spending totaling 3110 billion, beginning in the first
quarter.

The federal budget deficit is rising dramatically because
of the damage to revenues from the recession and because
of the cost of the various fiscal-stimulus and financial mar-
ket intervention measures being used to combat it. We
expect the budget deficit to reach an unprecedented $1.1
trillion in fiscal-year 2009 (7.8% of GDP), up from $455
billion in 2008. For now, the need to support the economy
trumps deficit fears, but once the recession is over,
President Obama will face tough choices abont which of
his spending priorities to pursue and how to fund them.

Perhaps the most important shift in the outlook this month
is on the export side. It has become clear in recent weeks
that the recession is now a global one, and that U.8. pro-
ducers will no longer be able to rely on rapid export growth
to counterbalance falling. domestic demand. Although
export growth for calendar-year 2009 is still positive (bare-
ly} at 0.7%, that reflects the momenturn already built up
this year. After a sinall first-quarter increase (produced by
a bounce in aircraft exports, as Boeing production resumes
after the strike), we sxpect exports to declive throughout
the rest of 2009. Moreover, the dellar has risen as investors
flee risk, eroding the competitive advantage of U.S.
producers.
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The current-account deficit should halve in 2009, to
$342 billion, from $680 billicn this year. About two-thirds
of the reduction reflects a reduced oil import bill, helped by
much lower prices. The rest reflects U.S. consumers cuiting
back imports. faster than the rest of the world cuts U.8.
eXports. ' '

Inflation is yesterday’s problem. The global recession is
bringing commodity prices and shifting attention to defla-
tion. Headline CPI inflation peaked at 5.6% in July, but by
the third quarter of 2009, we expect it to be negative, at
mizus 2.5%. Core inflation will prove more stibbommn than

the headline number, but should be at the bottom of the .

Federal Reserve’s 1-2% comfort zone by the second half of
2009, as commeodity costs come down, higher unemploy-
ment reduces wage inflation, and profit margins are
squeezed.

The Federal Reserve is running out of room to cut inter-
est rates, and the effect of such cuts is limited, given banks’
reluctance to lend—but that does not mean the Fed should

Consumer Prices: from Inflation to Deflation
{Parcent change from a year earlier}
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Executive Summary

stop. We expect the federal funds rate to be reduced By 50
basis points at the Fed’s Decernber meeting, to 0.50%, and
to hold there throughout 200?.

While the Recession Will Be Deep, the Stage Is
Also Being Set for a Fairly Strong Recovery

The data from the Iast couple of months leave little doubt
that the U.S. and Furopean economies have fallen off a
cliff, and others are likely to foilow. Most leading indica-
tors of economic activity are deeply in recession territory,
and are heading further down at an alarming rate. Forget
any talk of a mild recession. The debate is now about
whether the current U.S. downturn will iook more hike the
moderate recession of 1990-91 (when output fell 1.3%) or
the deep recessions of 1973-75, 1980, and 1982 (when out-
put fell between 2% and 3%).

The worst recessions of the last four decades were caused

by a combmation of large oil shocks and tight monetary

policies. The expansion-killing blows of 2008 were similar,

yet argnably, not as bad. The demand-driven oil “shock™ of .
the last few years—exacerbated in its final stages by spec-

ulative activity—was less damaging than earlier shocks,

which were triggered by supply disruptions. The collapse

in oil prices in a matter of weeks is a function both of

expectations of a world recession and a flight to safety, as

mvestors have fled commodities markets, -

While monetary policy in many parts of the world, espe-
cially the United States, was {and is) loose, the impact on
the real econemy has been completely undermined by the
freezing-up of credit markets. As a result, by many meas-
ures, credit conditions are as tight 2s or even tighter than
those that precipitated the decpest recessions in the postwar -
petiod. Assurning that the large and coordinated financial
rescue packages succeed in unclogging the banking sys- _
tems in the United States and EHurope, the impact of loose
monetary policies will eventually feed through to the real
economies. Unfortunately, it may take many months for
credit markets to thaw out. In the meaﬁtime, the de-lever-
aging process in the United States and other economies,
such as the United Kingdom, will depress growth even
further.

Although a better productivity trend means that we are not
anticipating as severe a recession in GDP terms as in 1982

Glohal Insight
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Unempioyment Rate Heading to 1980s Levels
{Percent) ‘
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(we see GDP dropping 1.5% peak to trough), we do
anticipate an overall rise in the unmemployment rate of
roughly 4 percentage points, comparable to 1982. In our
view, that makes this recession a deep one—but there are
forces that will both prevent it from being even worse and
set the stage for 2 tecovery that ig likely (eventually) to be
strong.

Here are four positive factors to keep in mind. First, oil
prices are now nearly $60 per barrel—ess than 50% of
their peak earlier this year—and probably headed down to
$50, This is a huge relief to consumers in the United States
and other parts of the world. The resulting drop in gasoline
prices from their third-quarter peak is like a $185-billion
tax cut for U.S. consumers, Falling food and fuel prices

will give a nice boost to disposable income over the next -

vear.

Second, the swift and coordinated action on the financial
crisis by the governments in the hardest-hit economies will
pay off—indeed, it already is. Early indications are that
banks are beginning to lend to -each other again and the
inter-bank rates have fallen to levels last seen before the
collapse of Lehman Brothers. Nevertheless, more heip may
be needed, especially if there is a risk of a meltdown in
other parts of the financial system, such as the market for
credit default swaps. Recent aggressive action by govern-
ments suggests that they will do whatever is necessary to
deal with such aftershocks, as they oceur.

Third, there is a huge amount of liquidity that has already
been pumped into the global economy~—and there is more
to come. The Fed is likely to ease again, and a federal funds
- rate of 0.5%—or even lower—1is a safe bet in the next few

Novernher 2008

months. The Buropean Central Bask and the Bank of
England are expected to siash rates by another 125-150
basis points by mid-2009—and they have more room to cut
than the Fed, if they need io. Alimost every other central
baok around the world has either started cutting or will do
so soon. As the credit crisis eases, this massive monetary
stimutus will boost growth.

Finally, further fiscal stimulus is in the pipeline. In the
United States, there is now broad-based support for a fiscal
boost of around $200 billion (1.4% of GDP), to be put in
place quickly. We have assumed that a package will take
effect beginning in the first quarter of 2009, including a
mixture of infrastructire spending, support for state and
local povernments, increased transfer payments (e.g.,
extended unernployment insurance), and “rebates” (similar
to, but smaller than, those paid out earlier this year). Such
a fiscal boost is a top priority for President-elect Barack
Obama, and has broad-based support in Washington. Many
governments in Europe, Asia, and other parts of the world
have either enacted or are about to enact spending increas-
es and tax cuts, This too is good news for the recovery.

Unfortunately, the easing of credit conditions is likely to
oceur slowly. This means that the impact of monetary stim-
ulus will only be felt with a lag, Meanwhile, the housing
recessions in the United States, the United Kingdom,
Spain, and elsewhere will get worse before they get better.
Similarly, fiscal stimolus will not occur soon enough to
prevent negative growth for the next few quarters.

Bottom Line: The U.S. and global economies will con-
tract during the rest of this year and through most of 2009.
But the stage has been set for a modest rebound in 2010 and
a more robust recovery in 2011.

One final thought, though, Comparisons to Japan’s “lost
decade™ and Sweden’s deep early-1990s recession are mis-
leading, It took Japan seven years to put in place a bank
rescue package-—and it was too little, too late. Moreover,
monetary and fiscal policies were too tight in the early
phases of Japan’s banking crisis. Sweden’s downturn and
banking crisis were exacerbated by attempts to Toaintain its
fixed exchange-rate regime—including pushing overnight
interest rates to stratospheric levels. Few of the factors
hehind these horrific post-financial-crisis downturns are
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Gilobal Insight, Inc, - Reglonal Sarvices Group
Short-Term Qutiook for Maine
Fall 2008 Forecast

_ 2007:4 2008:1 2008:2 2008:3
Establishment Employment {(Piace of Work, Thousands)

Total Non-Agricutturatl 618.9 618.2 616.1 616.1
Pct. Ch. Ann. Rate 0.6 -0.4 -1.4 00
Manufacturing 585 58.3 5.7 548
Pct. Ch. Ann. Rate . BD 18 25 05
Durables 31.0 0.9 312 32
Wood Products .58 55 5S 54
Machinery
Comp. & Elec. Prod. 3.8 3.0 3.0 29
Transportation Eguip. 2.4 9.4 9.3 9.3
Nondurables 275 274 275 275
Food Manufacturing
Non-Manufacturing 5603 530.9 557.4 557.2
Pct Ch. Ann. Rafe 1.3 -0.3 -1.8 -0.1
Constroction % Mining 338 32.8 321 321
Pct. Ch. Ann. Rale ca 7.7 6.4 ¢.0
‘Trade, Trans., & Utilities 126.9 1258 125.8 1725.1
Pct. Ch. Ann. Rate 1.9 0.4 -3.1 -2.1
Wholasale Trade 21.1 211 21.0 70.8
Retail Trade £88.3 28.2 878 873
Trans, & Wanghousing 15.6 15.6 18.3 15.1
Utitities 1.8 1.8 18 1.9
Information .2 12 {12 {10
Pel. Ch. Ann, Rake ~1.8 0.1 -1.0 74
Financial Activities 331 32.9 3.9 2.6
Pet. Ch. Ann. Rate 27 -24 0.0 2B
Finance & Insurance 259 25.8 2586 255
Feal Estate & Rental 74 7.1 72 7.1
Prot. & Business Sves. 541 54,1 545 55.7.
Pet, Ch, Ann, Rate 08 -0z 35 8.5
Prof, Scientific, & Tech 237 237 235 24.%
Management 6.4 8.2 6.7 ‘B8
Admin & Waste Sves 24.0 242 24.3 25.0
Fduc & Health Services 116.3 116.9 1174 74
Fct. Ch. Amn. Aate 0.8 21 .6 0.9
Educational Services 19.5 19.6 19585 107
Elzafth Care 96.8 973 97.5 97.7
Leisure & Hospitality 80.2 B51.4 55.9 H54.7
Pot Chi. Ann, Bate ;.o 80 90 18
Asis, Enfrdnemnt, & Rec 8.0 8.5 83 8.3
Accor & Food Sves 522 52.8 51.7 51.4
Other Services 208 . 188 19.5 . 20,6
Pet Ch, Ann, Rate 2.1 -53 e 3.4
Government 104.9 103.9 104.0 103.8
Pet. Ch. Ann, Hate 3.0 -38 0.5 -0.9
Federal 14.2 © 140 - 143 14.3
Sfafe & Local oo 89S it B85
Resident Employment & Unemployment (Thousands)
Total Employment - &71.4 6732 §72.8 672.2
Pat. Ch. Anr. Ratg 0.5 11 -0.2 0.4
Labor Force 705.8 708.0 708.3 7115
Labor Force Partic Rate 855 65.7 85.7 5.9
Number Unemployed 34.4 34.8 36.5 3.3
Unemployment Rate 4.9 4.9 5.1 5.5
Other Econotyic Indicators
CPl{Ann. Pgt, Ch.) 38 23 55 7.8
Retall Sates (Bl §) 20.5 208 20.7 208
New Car Regis. {Ths.) 441 513 52,3 45.9
Mig. Ship. {Bil 828) 87 g3 . 8D 8.0
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Short-Term Qutlook for Maine
Fall 2008 Forecast

20074 20081 2008:2
Personal Income {Billions §)
Total Personal Income 453 455 456
Pat. Ch, Ann. Rate 35 4.8 8.5
Real Personal Income 38.0 38.1 38.3
Pat, Ch. Ann. Rate - 0.8 1.1 24
Reat Disposable Incorme 337 339 34.2
Real Per Capita incorne (Ths} 288 28.9 281
Avg, Household lhcome (Ths) Ba.6 84.5 85.9
Avg. Annual Wage (Ths) 358 36.2 36.4
By Place of Work
Wages and Salaries 22.6 23.0 230
Manuiaciurirg 2.7 27 2.7
Construction & Mining 13 1.4 1.3
Trade, Trans., & Utilities 38 39 38
Information. 05 0.5 05
Financial Activities 1.8 17 17
Prot & Business Sves. 25 2.8 28
Educ & Health Servicos 4.1 4.2 42
{eisure & Hospitality 1.1 1.1 1.1
Other Services 0.6 06 0.6
Government 38 39 4.0
Othet Labor Incorme 54 55 55
Less: Social Insurance 35 3.6 36
By Place of Rasidence
Residence Adjustment 09 0.9 0.e
Proparty income .5 7.8 78
Proprietor's Iteome 3.5 3.4 34
. Farm Preprietor 0.0 0.1 01
Business Proprietor 3.4 34 3.4
Transfer Payments 8.9 9.1 9.7
Real Gross State Product, NAICS Based (Billions 20005}
Total GSP 401 40.1 40.3
Pct. Gh. Ann. Rate -0.8 3.3 1.7
. Agricuture a7 &7 0.7
Manufacturing 5.1 5.1 52
Minitig V5] 0.0 0.0
Construction 1.8 1.2 1.2
Trade, Trans., & Util: 85 85 88
Information 18 16 16
Financial Activities 7.8 7.8 7.9
Prof. & Business Sves. 3.4 34 34
Erjuc & Heaith Services 46 47 47
Leisure & Hospitality 1.8 16 16
(Other Services G8 0.8 0.8
State & Local Govt. 3.0 3.0 3.0
Faderal Gowt. 12 1.2 i2
Housing
Total Housing Starts (Ths.) 4.8 42 a7
Single-Family (Ths.) 43 38 29
Muit-Family (Ths.} ] 0.5 0.4 0.8
New Median Price ($) 224671 226298 221881
Unil Sales, Existing {Ths.) 232 218 224
Existing Median Price ($) 1BBS82 167120 164801
Resident Population (Thousands, July 1}
Tota! Fopulation 1318.3 1318.8 13193
Pl Ch. Asn. Rate 0.2 [¢3] 0.1
Under 14 years 2235 2231 2227
15 to 24 years 167.6 167.3 167.0
25 10 44 years 3385 982 338.0
45 to B4 years 383.8 3998 3808
85 years and over 198.8 2003 2018
Net Migration 3 A €8]
Households 542.6 542.2 542.2
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relevant to the current situation. The recent response to the
credit crisis fook months, not years. Moreover, in most
countries, macroeconomiie policies are very stimmilative.
This is good news for the resolution of the current crisis,

Key Forecast Assumptions

Second Fiscal-Stimulus Package: We assume that a
second fiscal-stimulus package worth $200 billion will be
implemented in the first quarter of 2009. We assume that it
includes §65 billion in fanding for infrastructure spending
(channeled through the states), $45 billion in other transfers
to the states to support Medicaid and other current spend-'
ing, $30 billion in targeted transfer paymeﬁts to the per-
sonal sector (¢.g., food stamps, extended unemployment
insurance), and $60 billion in tax rebaies to the personal
sector (we assume that $24 billion of the rebates will be
classified as transfers because they exceed tax liabilities).

TARP: The Treasury has the authority to purchase up to
$700 billion in “troubled assets” from financial institutions
{via the Troubled Asset Relief Programy). It has already
allocated $250 billion to purchase preferred shares in finan-
cial institutions, and we assume that these fransactions will
enter the budget deficit on a cash basis. For the remaining
$450 billion, we assume that the fmpact on the budget
deficit will depend on the prices paid for the assets, com-
pared with the earnings received from the assets and the
prices at which they are ultimately sold. We have assinned
that the program will ineur losses, and have pegged those
losses at a present value of around $106 billion, which we
have added to the fiscal 2009 federal budget deficit. -

Oil Prices to Drop to $50/Barrel: Oil prices have fallen
- back to around $60/barrel, after nearing $150 in mid-July.
We have lowered our projected fourth-quarter 2008 aver-
age price (WTI) to $66/barrel {instead of $93), and assume
that oil troughs at $50/barrel in the second quarter of 2009,
before gradually climbing to just above $90 by 2013.

Natural Gas Prices to Edge Higher: Gas prices remain
below $7 per miilion Btu (Henry Hub cash price}, down

U.8. ECONCOMIC SERVICE 5
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from more thap $13 m early Tuly. We assume they average
$7.20 in the fourth quarter as seasonal démand picks up,
and then average $7.34 in 2009,

Federal Reserve fo Cut Rates to 0.50%: Our baseline
assumes. that the Fed will cut the federal funds rate from
1.00% to 0.50% at its December 2008 meeting, and hold
there throughout 2009. The Fed is assumed to begin a tight-
ening cycle late in the first quarter of 2010,

The Dollar Has Bounced: A flight from risk has sent the
dollar higher against most currencies except the Japanese
yen and Chinese renminbi. We do not see a further surge
from current levels. Global Insight assumes end-2008 val-
ues of 31.25/euro, 98 ven/dollar, and C51.20/dotiar. In
2009 and 2018, we have agsumed that (gentle) doilar depre-
ciation resumes. The Chinese renminbi should continué to
rise, but more slowly than before, and we assume justa 2%
appreciation against the dollar over the next 12 months.

Foreign Growth Is Weakening Rapidly: The recession
is quickly becoming global, We project GDP in the United
States’ major-curréney trading partners to decline 0.4% in
2009, after growing just 0.9% in 2008, Growth for other
important trading partners is projected to slow o just 2.0%
in 2009, down from 4.7% in 2008.

Tax Burden to Rise Eventually: The forecast assumes
that Congress will retain most of the Bush administration’s
personal tax-rate reductions, rather than let them expire as
scheduled at the end of 2019. But beyond 2010, we expect
a gradual increase in the income-tax burden.

Defense Spending Growth Has Quickened: Spending
tor the wars in Irag and Afghanistan continues to climb. We
expect real federal defense purchases to rise 6.5% in calen-
dar 2008, up from 2.5% growth in calendar 2007, but that
spending growth will slow to 1.7% in 2009.

by Nariman Behravesh and Nige! Gault

Global Insight
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" Risks to the Forecast

The world economy is facing a severe financial crisis.
Banks have sharply reduced lending. Companies, unable to
access credit, are cutting back on capital spending and lay-
ing off emplovees, The S&P 500 is down more than 30%
since the start of the year. Banks and bedge funds ave fail-
ing at an alarming rate. The crisis, once confined to com-
panies involved in the subprime mortgage market, has
spread to the entire U.S. financial sector, and now, across
the world.

The real economy is now feeling the effects. The economy
deteriorated at the end of the third quarter. October auto
sales were the lowest since February 1983. The economy
lost over half a million jobs in September and October, as
the unemployment rate soared to a 14-year high. The
Conference Board’s Consumer Confidence Index dove
23.4 points in October, to 38.0—the lowest level recorded
in the history of the survey.

The pessimistic scenario builds on events that are now
unfolding, and assumes that the financial crisis gets much
wotse. It assumes weaker consumer spending, weaker busi-
ness investment, slower foreign growth, and weak underly-
ing productivity growth. It is a scemario with a deep
recession in the near term and slow growth afterward.

In the optimistic scenario, the numerous policy salvos of
the Federal Reserve, the Treasury, and central banks around
the world facilitate a rapid recovery of the credit markets.
With credit once again flowing, domestic consumer and
business demands are rekindled, along with global demand.
Although the econorny still experiences a recession, itis a
mild one.

HMeltdown {25% Probability): The pessimistic scepario
assumes that the financial crisis worsens, sending the econ-
omy into a tailspin. Credit markets remain clogged, both
domestically and across the world. Without access to.cred-
it, domestic spending confracts and the housing market
falls into an even. deeper hole.

The pessimistic scenario assumes that the downward spiral
in financial rarkets continues into next year. The Treasury-
eurodollar spread (TED spread) is still above 300 basis
points in the fourth quarter of 2009 (normally, the spread is
less than 50 basis points). The spread between 30-year

November 2008

fixed mortgage rates and the 10-year Treasury note vield
also remains wider than normal into 2010.

Qil prices are lower {n the short run because world demand
is falling. As a result, bottom-line inflation is lower. Core
nflation is also lower because demand is so weak. The low
inflation readings give the Federal Reserve leeway to bring
interest rates down to 0.0% (ves, zero percent!) by early
pext year. With the economy in recession, the Fed keeps the
federal funds rate at zero throughout 2009. But when the
economy gets off the mat, inflation starts creeping up
because of rising energy prices, a slowdown in productivi-
ty, and a weaker dollar. The Fed responds by steadily rais-
ing interest rates. But its response is a bit too littls, too late,
and inflation comtinues to edge higher. Eventually, core
inflation stabilizes—but at about 3%, about a full percent-
age point above the baseline rate.

Housing starts have never fallen under 1.0-million units in
a calendar year since 1945, but in this scenario, they drop
to 915,000 units in 2008 (compared with 927,000 in the
baseline) and 666,000 in 2009 (compared with 715,000 in
the baseline}. The median price of existing homes falls
nearly 15% below the bageline in 2010. Home sales are
also much lower. The weakness in housing undermines
consumer confidence. This, along with the drop in wealth

‘associated with falling home prices and a slowdown in job

growth, causes consumers to retrench sharply. Hit especial-
Iy hard are auto sales, which fall to 10.3-million units in
2009 (versus about i2.2 million in the baseline), and
“other” consumer durables (i.e., jewelry, sporting equip-
ment, motorcycles and pleasure boats, and aircraft). In this
alternative forecast, consumer spending cuts 2009 GDP
growth by 0.4 percentage point (compared with a 0.2-per-
centage-point addition to growth in the baseline).

Capital spending is also weaker, as firms respond to a
bleaker outlook by scuttling long-term projects. Business
fixed investment drops over eight straight guarters. Foreign
economic growth is lower, which cuts into export growth.
Indeed, reat GDP among the United States® major-currency
trading parters falis for seven quarters, starting in the sec-
ond quarter of 2008 (this category does not include China).
As a result, exports deduct 0.3 and 0.2 percentage point
from growth in 2009 and 2010, respectively (compared
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with 0.1-percentage-point additions in both years of the
baseline). '

Over the longer term, GDP growth remains slower than in
the baseline, mainly because productivity advances only
1.5% on average over the next 10 years, compared with
1.9% in the baseline. Inflation is higher because of the
slower productivity gains and a weaker dollar, and because
the Fed, after allowing inflation to creep above 3%, decides
t stabilize it at that higher level, rather than risk ancther
recession by bringing it down. |

In this scenario, real GDP contracts 2.4% in 2005 and
rebounds only 0.3% in 2010 {compared with a 1.0% drop
and a 1.7% gain, respectively, in the bascline).
Employment drops for 10 straight quarters (the economy
loses 4.8 million jobs), manufacturing output falls for 11
straight quarters, and real GDP drops for six guarters, start-
ing with the third quarter of 2008. Unlike the previous two
recessions, those of 1991 and 2001, this one takes a heavy
toll. Peak to trough, real GDP drops 3.3%, which is worse
than the Josses during the 1973-75 and 1981-82 recessions.
Uulike those recessions, bowever, the economy emerges
from this downturn weakef, and facing more troubles
ahead.

itild Recession (15% Probability): In the optimistic sce-
nario, the rapid response of the Federal Reserve to the cri-
sis in financial markets, coupled with the Treasury’s
“rescuc” plan and help from central banks abroad, help the
United States avert a severe downtum. In addition, the stan-

dard optimistic scenario assumption of stronger total factor -

productivity growth is aiso in place. Total factor productiv-
ity, a measure of how technelogical progress augments eco-
nomic growth, is enhanced by reinvigorated mnovation in
the technology sector. The price paths of the alternatives
are very cvclical this month, with the optimistic scenario
yielding higher inflation @ the near term, but the more
cyclical pessimistic scenario producing more inflation after
2011.
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With credit again flowing late this year, business fixed
investment recovers by 2010 and grows 4.8%, after suffer-
ing only a modest 6.7% contraction in 2009. This comi)ares
with a steeper 11.0% decline during 2009 in the baseline
forecast and a modest 0.5% dip during 2010. The downturn -
in residential investment is also less severe in the optimistic
scenario, with housing starts begioning to recover during
the second quarter of 2009 and averaging 862,000 units for
that vear, compared with a much weaker bascline of
715,000 units.

The optimistic scenario also assumes faster growth in the
rest of the world, and a dollar that is initially weaken than
the baseline, but later on is stronger. The dollar helps GDP
early in the forécast but then starts to teke away.

Finally, we assume slightly higher energy prices in the near
term due to stronger global demand, but lower prices in the
longer term due to a more optimistic assumption about sup-
ply. Oil prices remain near the middle of the $60-70/barrel
range for most of 2009 and then gradually rise to the mid-
$30s. ’

On net, these assumptions produce a much brighter eco-
nomic outlook compared to the dismal pictures painted by
the baseline and pessimistic scenarios. Real GDP manages
a milder 1% drop in the fourth quarter and opens a wider

“growth gap over the next fow quarters, as the recession

does not “feed” on itself as badly as it does in the baseline.
The unemployment rate never rises above the low-7%
range and falls back to the mid-5% range by late 2013,

Inflation implications of the milder recession in the opti-

stic scenario are modest. Oil prices still pull down con-

sumner prices rapidiy in late 2008, and prices still rise close
to baseline levels until 2011, with slower increases in oil at
that point holding them down. In shori, the optimistic alter-
native is similar to the baseline, with more muted cycle
dynamics. '

by Michael Montgomery and Patrick Newport

Globa! Insight
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Growih Turns Negative Housing Downturn Siiil Deepening
{Real GDP, percent change from a year earlier) ‘
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TABLE 1

Monthily Economic Indicators ‘
Sep. Oct. Mar. Agr, May. Jun. Jul, Aug. Sep. Oct.
2007 200Y 2008 2006 2008 2008 2008 2008 2008 2008 2005 2006 2007

Industrial Markeis ‘
indusirial Prod. Total {2002=100.0) 112.3 1118 120 411.4 1.3 1.5 1114 104 1073 Wr2 1088 1114

Parcert Change 0.3 G4 .2 0.5 0.1 01 0.0 1.8 28 3.3 22 1.7
Percent Change Year Earlier 2.2 1.9 15 0.4 0.3 2.4 0.5 -1.4 4.5
Capacity Utilization, Manufacturing (%) 79.8 78.3 7858 Frikd 776 775 7.3 76.6 745 8.6 T8.4 784
Linemployment Rate (%} . 4T 48 8.1 5.0 5.5 55 57 8.1 B.1 6.5 51 4.8 48
Payrofi Employment (Mi.) 187837 137.977 137.831 137,784 137.717 137.617 137.550 137.423 137.139 136.809 133.695 136.002 137.618
Change (Mil.) 0081 0140 5088 0067 0047 0400 -0.067 -0.12F 0284 -0.240 2275 2397 1.527
Leading Indicatar (1992=1.000} 1037 1032 1.019 1020 1.019 1012 1012 1003 1.008 1027 1040 4.037
Percent Change 0.1 -0.8 1243 0.4 0.1 a.0 -0.7 -0.8 0.3 27 1.3 0.4
New Orders, Mfg. (Bit $) 4264 4303 4402 4459 4500 4598  4B3I0 4432 4320 3954 4109 4277
Percent Change 0.3 1.1 1.5 13 0.9 21 o7 43 25 1.9 5.2 1.8
inv. Chy.,, Mfg. & Trade (BY. $3 7.3 25 3.0 68 55 1.1 168 48 672 852 534
Merchandise Trade Bal (Bil $) 647 6858 H63 708 708 698 0 723 862 -TE7.E  B17.3 7844
Consurner Markels -
Dispesable Income (B, 20008) - 8680  B8388 8874 8688 9144 8911 8771  BGS2  BBYU3 . 8122 B407 8644
Percent Change 0.1 +Xo 0.4 02 83 25 -1.6 -1.0 0.1 14 a5 2.8
Personal Income {(Bit. $) 11788 11821 11998 42034 12288 12275 12182 12227 12251 1027 10994 11663
Percent Change ' 0.5 03 0.4 03 19 - 04 0.8 0.4 0.2 5.6 7.1 6.1
Personal Saving Rale (%) 0.8 o7 02 0.2 5.0 28 1.8 0.8 13 G4 07 X3
Consuraer Expenditures (Bif. §) 9800 9817 10040 106073 10144 10196 10198 10203 10170 8884 D207 9710
Percent Change 4.3 4.2 06 0.3 0.7 6.5 0.0 6.0, 03 8.1 39 55
Retall Sales (Bil. $} : 3ra4 3768 3800 3808 3838 3841 3816 3798 . 3755 4078.6 43137 44885
Percent Change 14 -7 05 6.z 0.8 .1 0.6 0.4 -1.2 654 58 4.1
Non-Auto. Retail Sales (Bi. $) 2087 2991 3060 3080 327 3149 3153 3124 3105 3193.8 34122 35839
Percant Change 0.9 0.2 0.3 16 1.2 67 a1 -09 -G8 75 68 4.4
New Light-Vehicke Sales (Wi} 18,1 16.0 150 14.5 142 138 12.5 13.7 12.5 1405 16.9 16.5 B4
Housing Starts (Mil.} 1186 1275 (0.988 1004 0982 1083 0549 0872 0817 2073 1812 1.341
New Home Sales (Mil) 0804 0723 0513 0542 0515 0499 0517 0452 (464 1279 1048 0.768
Existing Home Sales (Mil.) 5110 5.060 4.940 4.800 48%0 48850 5020 4910 5180 TOTE  6.808 5672
Chyg. Consumer Install, Credit {Bil. §} 13.2 19 125 10.1 8.9 89 76 -6.3 58 93.5 1025 1337
Prices and Wages o
CPi, &l Urban Consumers 2.085 2081 2433 2137 2181 2474 2132 2189 2.188 1953  2M6 2073
Percent Change Year Ezrlier 28 35 4.0 38 4.1 4.9 55 54 4.9 34 3z 29
Core Cons. Price Defl, (2000=160.0) a1 1158 1184 1185 1167 1171 174 1176 117.8 1086 121 M45
Percent Change Year Earfier 2.0 21 22 22 2.2 23 25 25 24 24 23 2.2
PP, Finished Goods 1870 1879 1786 4781 14786 1.817 1.839 1822 1815 1.557 1603 1.666
Percent Change Year Earlier 4.4 8.2 68 84 7.3 9.1 9.8 9.7 8.7 4.9 390 3.8
PP, industrial Commodities (NSA) 1756 1769 1902 1938 2000 2042 2088 2035 2004 t.602 1688  1.75%
Percent Change Year Earfier 3.8 7.0 19.8 114 13.6 15.8 17.8 6.4 14.1 8.6 54 3.8
Avy. Private Hourly Eamings ($) 1757 1759 1787 1789 17.95 1800 18.06 1814 1817 1821 1612 1895 17.42
Percent Change Year Earlier 4.1 38 37 35 35 34 3.4 3.6 34 35, 27 38 4.0
West Texas Int. Crude Gil ($/bbl) 7993 8593 10646 1267 12539 133.93 13344 11670 10380 7685 56468 6610 TLO8
Percent Change Year Ealier 25.1 45.8 743 780 7.8 985  B03 812 o0 108 3.2 17.1 23
Henry Hub Spot Naturat Gas ($/mimbiu) 608 877 844 1043 1121 1289 .08 825 767 673 ap1 8.74 8.98
Percent Change Year Earlier 40 17.4 329 3385 471 728 778 324 262 08 484 238 3.6
Financial Markets . ' o ’ : .
Federal Funds Rate (%) 494 476 281 .28 1.98 200 2.1 200 1.81 ¢97 32 4,56 5.02
3-Month T-Bifl Rate (%) 3.88 .40 1.28 1.28 173 1.86 1.63 1.72 113 667 315 473 435
Commarcial Bank Prime Rate (%) 8.63 774 586 5.24 500 500 5.00 5400 5.00 456  8.19 7.56 8.08
Moody's Aaa Corp. Bond Yield {%) 574 586 551 5.55 557 568 5.67 584 5.65 628 523 558 6558
10-Year Treasury Note Yield (%} 4,52 483 351 3.68 388 410 4.04 3.88 369 3.81 429 479 4.63
Conv. Marigage Rate, FHLMG (%) 6.38 6.38 5.97 592 604 B32 §43 648 6.04 620 587 6.41 6.34
M1 Morey Supply (Bil. $3 ‘ 1366 1370 1375 137 1368 1386 1403 1384 1484 1372 1374 1370
Percent Change -0.3 0.2 G2 -3 0.2 1.3 1.2 <07 4.3 RRU A -0.8 4.0
M2 Money Supply (Bil. $) 7314 7338 7618 7ENM 7641 7639 7680 7BTD 7788 6517 8843 7233
Percent Change 04 03 o8 0.2 6.1 6.0 08 O 1.3 40 52 55
Trade-Weighted US$, 18 Countries -

Mergan Guaranty Index (1990=100.0) 84.5 828 793 791 79.5 79.8 9.2 8156 833 85.9 0.4 B89.3 853
Percent Change -1.5 -19 -2.3 -0.2 0.5 0.4 0.7 258 22 B.7 24 -1.2 -3.8
Percent Change Year Earlier 4.9 -2 04 -9.6 -8.5 8.0 -4 wh. 8 1.4 7.3

Real Morgan Gusranty Index 83.3 818 783 780 78.2 78.4 7T 80.4 822 87.8 806.1 B86.4 B4.9
Percent Change -1.8 ~1.8 -2.8 0.4 0.2 0.3 -0.8 34 23 3.8 2.2 -1.9 -4.6
Percent Change Year Earlier -4.8 8.6 105 -84 8.7 -85 -8.1 54 -1.3 74
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TABLE 2 .
Summary of the U.S. Economy

20082 2008:3 20084 200007 20002 2009:_3 20094 201001 201G:2 2010:3 20164 20111 26112
Composition of Real GDP, Percenf Change, Annual Rate ‘
Gross Domestic Product 28 -0.3 -3.3 2.1 0.5 04 1.2 1.7 2.8 3.0 22 3.4 3.4
Final Sales of Domestic Product 44 0.8 3.7 8.2 0.2 -0.1 0.5 04 1.7 28 2.1 3.2 35
Totat Consumplion 1.2 »3.1 =30 08 19 34 22 14 i1 20 18 18 24
Durables 28 141 175 -9.8 77 205 1G4 5.6 25 55 33 2.6 6.9
Nondurables 3.9 -8.4 4.3 1.8 2.5 3.0 1.8 0.3 1O 1.8 G7 1.3 1.8
Services 0.7 0.6 6.3 2.0 0.2 12 1.2 05 10 16 15 28 2.4
Monresidendial Fixed Investment 25 ~1.0 -89 T4 ~58 -15.4 -7 0% 57 8.2 83 1.9 02
Equipment & Software -5.0 -5.5 67 174 1.7 «3.6 8.9 33 o7 8.5 11.0 13.2 121
information Processing Equipment 8.0 25 -8 <134 -3.8 0.4 8.0 8.5 8.7 96 8.4 9.7 9.2
Computers & Pearipherals 130 117 13.0 -478 28 27 125 205 248 274 n7 215 210
Communications Eguipment 116 B.6 -168 1649 ~11.9 9.1 39 74 1.3 7 81 13.8 13.0
Industrial Equipment -3.6 -10.8 9.2 285 <163 -1, 29 9.2 85 9.2 74 B.8 51
Transperteficn equipment 466 $1.0 274 104 41 153 56.1 2285 254 . 147 38.2 50.8 43.0
Ajrcraft 57  -Fe06 1353 404 5.4 2.2 257 05 128 14 88 1.2 17.3
Gther Equipment 3.2 18.2 -ie8 215 -14.8 5.7 4.4 -8.0 e¥:] 6.3 79 9.5 9.3
Struchures 18.5 79 -5.8 164 -28.3 -345 1886 4.3 29 53 3.8 54 56
Commercial & Hestth Care 03] -8.5 -3 134 -183 350 200  -195 -3.9 137 16.7 17.3 147
Manufaaturing 138.1 373 -6.1 -32.8 BT -334 8.8 273 -280 4.0 0.5 34 8.2
Power & Communication 05 8.1 -1.6 -14.4 7.3 225 -1 53 0.2 241 1.7 4.2 22
Mining & Petrofeum 318 44,0 4.7 -«135 467 505 2711 28.0 20 18 -35 2.2 5.8
Other R 17.3 -2.6 A5 207 237 183 0.2 4.1 3.2 3.1 30 29 3.5
Residential Fixed Investment -13.3 -19.1 -26.7 248 121 2.0 13.0 221 333 298 233 18.7 85 |
Exports 123 5.8 1.2 2.1 40 4.6 1.0 16 3.5 53 7.2 8.7 9.4
imports -7.3 -1.9 4.0 -2 5.9 14 75 8.7 58 70 53 6.4 36
Faderal Government 6.6 13.8 -4.6 20 2.2 0.5 -3 07 0.8 1.2 -1.3 08 0.7
State & Local Government 2.5 14 -1.6 24 1.2 -0.6 0.1 0.9 0.2 0.5 3.5 1.9 3.2
Biltions of Dollars ‘ ‘
Real GDOP 7274 11726.0 116222 115603 115460 115562 115800 196398 11720.0 11B06.8 TIB7Z.1 11972.0 120738
Nominal GDP 142945 14429.2 14415.3 144101 14401.3 14448.7 14522.6 146513 14807.9 149785 15119.2 15313.7 15505.3
Prices & Wages, Percent Change, Annual Rafe
GO Deflsor 1.1 4.2 27 20 0.3 0.9 G9 18 %5 16 15 148 18
Consumer Prices 50 6.7 7.5 -2.3 -4 1.4 2.0 3.0 27 34 34 3.1 27
Praducer Prices, Finished Goods 106 86 1686 100 8.7 0.8 1.7 28 4.2 4.4 34 3.4 2.3
Employment Cost Index - Total Comp. 23 28 2.5 3.0 2.4 21 17 24 1.7 19 1.8 24 - 22
Other Key Measures
Ol - WT1 (3 per barrsl) 12378 1825 655 5600 5000 5100 8408 5700 6000 6500 V00 YO0 8000
Productivity (%ch., saar} 4.3 -0.2 0.0 0.4 1.7 1.7 17 1.8 2.3 20 0.9 2.0 1.8
Tota! indusinial Produstion {%ch., saar) =34 -80 4.7 42 28 09 0.0 0.8 2.1 28 3.2 38 4.1
Factory QOperating Rate 716 781 74.5 73.2 12T 724 725 728 734 735 737 74,3 74.9
Nenfarma inven. Chg. {(Bil. 2000 $} 551 -38.6 <288 832 928 -85 681 -16.1 16.6 31.0 345 421 39.3
Consumer Sentiment Index 59.6 648 57.0 587 408 828 616 653 88.0 87.7 87.5 609 712
Light Vehicle Sajes (Mil. unils, saar) 4.10 1289 M.00 1073 1147 13.00 1359 1375 1388 1449 1425 1438 1509
Housing Starls {Mil. units, saar) 1028 0879 0750 0677 0658 0716 0803 6883 1037 1154 1.256 1317  1.366
Eiét. House S4les (Total, ML saar) 4810 5037 4800 4346 4385 4533 4632 4830 4746 4804 5014 4988 5018
Unempioyment Rate (%) 53 6.0 6.5 71 17 8.0 8.1 82 8.3 82 81 . &0 78
Payroll Employment (%ch., saar) 0.6 -0.7 -1.7 -2.1 ~1.8 -1.0 -0.2 03 67 1.0 A 1.4 1.6
Federal Surplus (Unitied, nsa, bif, §}. 26,9 -169.0 -483.1 3830 G78 -2AT0 2428 3108 38 1758 2117 -295.0 241
Current Accourt Balance (BiE. $) 7328 7492 5343 -3535 -2955 3335 3853 4381 4630 5084 5457 -5BAT 6044
Financial Markets, NSA :
Federal Funds Rate (%) 2.08 154 0.94 G.50 0.50 0.50 .50 .54 0.3 144 1.86 2.48 338
3-Month Treasury Bill Rate (%) 161 1.51 0.58 0.64 0.84 0.96 1.03 1.17 1.81 295 258 3.15 394
19-Year Treasury Mole Yieid (%} 3.89 3.88 379 380 3.62 3684 347 3.70 3.75 3.88 4.20 457 511
30-Year Fixed Morigage Rate %) B.0G .31 8,05 58g 5.64 561 5.53 5.52 5.50 5.59 5.89 6.25 .79
BEF 500 Stock index 1372 1252 569 950 1020 1040 1075 1095 s 185 1188 1235 1275
{Four-Guaarter % change) 83 -160 332 296 256  -168 11.0 183 83 111 1.2 12.8 4.3
Exchange Rate, Major Trading Partners *~ 0698 0724 (0803 0790 0785 0780 0776 OJM D766 G760 075 0747 0740
{% change, annual rate} -8.0 157 513 -6.1 -2.5 -2.5 -3.0 2.5 2.8 =31 ~3.1 3.7 -3.7
Incomes
Personai Income {% ch., saar} 7.9 1.0 1.0 85 =1.7 15 1.9 25 32 38 38 5.2 4.9
Real Dispasatde Income {%ch., saar) 11.8 8.7 4.9 158 540 oo 0.7 -1.2 1.3 14 .6 22 23
Saving Rate (%) 27 13 31 6.4 4.4 3.9 35 3.0 3.0 2.9 27 2.8 23
After-Tax Profits (Bilions of k3] 1343 1292 004 1211 1261 1298 1327 1340 1382 1418 404 1403 1368
(Four-quarter % change} 7407 313 4102 -8 0.8 322 106 104 9.2 58 4.7 04
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TABLE 3
Summary of the U.8. Ecanomy )
. 2001 2002 2003 2004 2005 2006 2007 2008 2008 2010 2011 2012 2043
Gompesition of Real GBP, Percent Change
Gross Domestic Product 0.8 1.8 28 36 28 28 2.0 13 -4.0 1.7 3.4 35 31
Final Sales of Dornestic Product 1.6 1.2 2.5 23 34 2.8 24 16 0.8 0.8 2.9 34 31
Tetal Consumgtion 2.5 27 28 3.8 3.0 3.0 28 04 0.2 1.8 21 2.8 28
Darables 4.3 A 58 B.3 4.8 45 4.8 -39 3.8 75 4.8 6.2 4.8
Nondursbles 2.0 25 22 35 3.4 a7 25 2 0.0 14 1.5 241 2.0
Services 24 1.8 1.8 3.2 26 25 28 15 11 1.1 1.8 26 28
Nomrasidential Fixed (nvestment -4.2 9.2 10 58 7.2 7.5 49 - 27 ~11.0 -0.5 9.8 10.0 A
Equipment & Sofiware . 4.9 6.2 2.8 T4 9.3 1.2 1.7 1.5 5.0 51 11.5 100 68
information Processing Equipment -1.8 4.7 5.8 9.3 8.1 9.1 X1 8.8 4.4 7.2 a.0 78 74
Computers & Peripherais 2.0 50 13.1 1.4 161 24.6 17.9 12.2 -3.4 16.2 22.3 18.7 192
Communications Squiment T6 21 1.0 a5 2.6 117 59 52 -2 40 106 8.1 9.3
Industrial Equipment -8.5 -7.7 2.2 =31 8.4 57 1.4 4.1 -447 4.0 7.2 8.3 4.7
Transportation equipment -2 -8 -8.7 14.8 14.5 87 28 -264 -1948 83 364 22.8 6.8
Alfcraft 28 286 254 -3 72 57 231 1356 3.3 57 9.9 13.1 16.2
Other Equipment 3.3 =34 8.0 6.1 37 4.1 5.2 -0.5 -4.8 -2.5 84 9.0 .74
Struciures 23 74 4.1 1.3 1.3 8.2 127 13 A48 -7 52 10,1 7.7
Commercial & Heatth Care -5.3 -15.7 5.6 24 -0.8 6.1 83 08 152 -5.6 143 16.4 14.1
Manufacturing -3 418 -73 4.8 17.3 10.2 14.% 410 -39 204 8.1 279 143
Powaer & Communication 3.0 24 129 178 3.1 8.1 231 124 114 -84 -1.0 48 29
Mining & Petroleum 118  .23.3 18.1 14.8 8.7 116 9.3 164 178 125 4.0 1.3 02
Other 47  -16.0 4.5 22 -4.9 77 10.3 132 134 -2.4 34 33 18
Residentlal Fixed mvestment G4 4.8 84 14.0 8.3 ~7.1 -178 214 0.6 18.4 16.7 8.5 7.7
Fxports 3.4 23 1.3 7 7.0 9.1 8.4 8.4 a7 1.1 79 4.7 78
irmports 2.7 3.4 41 11.3 59 6.0 22 24 4.8 5.6 56 6.2 5.3
Federal Government 3.8 7.0 [¥:] 4.2 1.2 3 1.5 5.3 1.5 0.9 0.9 0.4 0.0
Siate & Local Govermment 3.2 3.1 0.2 -0.2 0.1 1.3 23 1.2 -0.4 9.1 0.3 0.8 0.7
Billions of Dollars :
Real GDP 9680.7 10048.9 10301.1 106757 1008905 11204.9 115239 116789 15631 11750.7 121241 12543.9 12076.0
Nominal GDP 10128.0 10469.6 10960.8 118859 12421.0 131784 1880785 143225 144452 14880.2 (56034 15446.4 170200.9
Prices & Wages, Percent Change
- GDP Deflator 24 1.7 21 2.9 3.3 32 27 2.4 1.8 1.2 18 1.8 2.0
Consumer Prices 28 1.6 2.3 27 34 32 2.8 3.8 .9 2.4 30 24 2.4
Producer Prices, Finished Goods 1.9 1.3 3.2 3.8 4.8 38 39 6.6 -55 .9 34 2.4 22
Employment Cost Indix - Total Comp. 4.1 3.5 3.8 38 31 249 31 29 2.5 24 24 2.7 3.0
Gther Key Measures
O - WTL {$ per barrel) 2596 26141 312 4147 5656 6612 7248 10138 5275 8325 8038 86875 975
Productivity {%ch.) 2.8 4.1 3.7 2.8 .8 19 1.4 25 18 18 17 16 1.5
Total industrial Production (Y%ch.) -3.4 0.1 1.2 25 3.3 22 1.7 -9 -3.5 0.8 35 a8 2.9
Factory Qperating Rate 73.9 72.8 74.0 76.3 786 794 794 76.7 72.7 3.2 752 76.8 77.3
Nonfarm Inven. Chg. (Bil. 2000 $) 31.8 152 14.0 482 391 46.3 -37 351 784 15.8 42.4 57.3 47.8
Consumer Sentiment index 892 886 B7.6 652 885 87.3 B5.4 63.6 81.0 &7.1 71.9 8.z 80.4
Light Vehicle Sales {Mil. units) 1712 1682 1664 1687 1698 1650 1808 1330 1220 1399 184% 1643 1870
Housing Starts {Mil. units) 1801 1710 1884 1950 2073 1812 1341 0827 075 1082 1388 1597 1720
Exist. House Safes (Tolal, MIL units) 5857 6176 6727 TOVB 6508 5677 4808 4474 4823 5082 S5Y47  8.373
Unemployment Rate (%) 47 5.8 8.0 5.5 3.1 4.8 4186 5.7 7.7 8.2 78 7.1 8.5
Payrolt Employment (%hch.} 00 ~1,1 03 11 17 18 LR -3 -1.5 0.1 14 1.8 1.8
Federal Surplus (Unified, FY, bi. §} 1265 -160.3 -3752 41L1 3210 2482 -1B15 4548 11310 7250 6375 4441 3017
Current Accourit Balance (Bil. $} 3847 4813 -B23.4 €250 7200 7831 7312 6797 3420 -489.0 H157 6717 6823
Financial Markets, NSA
Federai Funds Rale (%) 3.89 187 113 1.35 3.2¢ 4.56 5.02 2.04 0.50 1.22 3.73 475 48
3-blonth Tréasury Bil Rate (%) 3.43 1.81 1.01 1.36 3.2 472 438 1.46 0.87 1.83 4,04 4.58 4,58
10-Year Treasury Note Yigld (%) 5.02 4.61 402 427 4.29 473 463 3.80 363 3.88 5.13 5.44 5.44
30-Year Fixed Mortgage Rate (%) 6.97 8.54 5.82 5.84 5,86 6.42 6.33 8.08 561 582 881 7.2 712
S&P 500 Stock Index 1192 956 964 131 1207 1311 4477 1238 o 140 285 1483 158D
{Percent change) -16.4 -18.5 -3.2 173 8.8 8.6 127 ~16.3 =174 1.6 13.8 12.2 88
Exchange Rate, Major Trading Partners 1060 M.044 0916 0840 0824 0812 0767 0733 0783 0753 0737 0725 0725
(Percent change} 6.0 1.5 123 8.2 -1.8 -1.5 -5.6 44 8.3 2.5 -34 17 a0
incomes
Fersonal Income (% ch.) 35 1.8 32 8.2 56 1t 6.1 4.2 21 24 48 57 59
Real Dispesable Income (Ych.) 1.9 3.1 22 38 14 3.5 2.8 1.6 32 0.0 18 2.8 2.8
Saving Rate (%) ’ 1.8 2.4 2.1 24 44 0.7 0.6 1.8 4.8 29 28 29 3.0
After-Tax Profits (Billions of §) 504 878 865 897 137 1405 1438 1247 1274 1388 1381 1403 1405
(Percent change) 0.9 14.3 154 35.0 345 16.4 22 32 22 9.0 0.2 38 0.1
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TABLE 4 o

Alternative Scenarios of the U.5. Economy -
2008:3 20084 20081

2008:2  2009;3 20094 2007 2008 2009 201G 2611 2012 2013
Meltdown (Prob. = 25%)
Composition of Real GDP, Percent Change, Annual Rate :
Gross Demestic Product -3 -44 -39 27 -1.5 0.7 2.0 1.3 -2.4 03 - 28 298 7
Total Consumption 3.9 36 4.2 11 20 7 14 28 0.4 0.5 1.1 0.8 1.4 20
Maonresidential Fixed Investment -6 116 208 204 201 4.4 4.9 25 143 4.9 11.2 10.7 5.7
Residential Fixed investmeni -18.% 303 32 -135 54 38 178 218 18985 84 2.2 0.1 127
Expuorts 5.8 D4 -1.0 28 101 ~5,8 B4 8.4 ~2.3 =14 10.5 8.5 59
fmpons -1.8 -38 135 -8.3 -1.5 47 2.2 -24 5.4 28 5.0 2.9 32
Federat Govemment 13.8 4.6 Z0 0.2 -0.5 -1.3 1.6 53 15 0.9 0.8 -0.4 0.0
State & Local Government 1.4 -1.8 -3 it} 0.4 «1.2 -1.3 23 1.1 0.8 -1.1 -1.2 ~0.3 0.5
Prices & Wages, Percent Change, Annual Rate
Consumer Prices 6.7 06 -3.4 27 0.1 1.5 29 38 -2.0 22 4.2 37 32
Producer Prives, Finished Goods 8.6 20.6 -1.5 23 4.1 0.3 1.8 6.2 -7.8 14 57 48 356
Employment Cost ndex - Total Comp. 28 2.0 24 . 1.7 1.3 g8 31 29 20 1.3 2.4 30 3.3
Cther Key Measures ‘
i - WT1 (8 per barred) 1825 5313 4576 37.07 3507 4008 ] 7218 9825 39.49 5358 8645 10083 108.20
Productivity (%ch., saar) .2 -0.8 Q.7 0.5 1.4 1.9 1.4. 25 0.2 1.5 1.8 09 .1
Total Manufacturing Frodisstion {%ch., saary 6.0 £.3 %1 6.7 4.4 -3.7 1.7 -1.0 5.7 =20 (R 4.6 1.2
MNanfarm inven. Chg. (BL.2000 $) -388 -268 1.0 -118% 1068 1008 -3.7  -348 1638 295 558 46.8 334
Consumer Sentiment index 654.8 58.7 56.3 56.7 58.8 578 85.8 635 572 59.7 64.8 723 752
Light Vehidle Sales (Mil. units, saar) 12.89 1039 8.53 o8 1084 1415 1608 1345 1028 1342 1485 1507 1548
Housing Starts (Mil. units, saar} 0878 0704 0618 0643 0698 0704 | 1341 0915 0666 08212 1180 1447 1830
Unemployment Rate (%) 8.0 58 7.3 B0 8.5 8.9 4.6 57 8.2 8.2 88 8.1 7.5
Payrelt Employment (%ch., saar) -0.7 22 27 -2.8 -2 -1.5 1.4 0.1 2.4 09 1.1 1.9 1.8
Federal Sumius {Unified, FY, bil. §} -169.0 -487.2 3871 497 -2425 2610 | -161.5 -4548 -1166.4 -807.2 -7415 -583.0 5604
Financial iarkets, NSA
Federnl Funds Rate (%) 1.94 0.54 045 0.10 0.10 0,1¢ 502 | 204 o 1.50 4.87 6.00 6.00
10-Year Treasury Note Yield (%) 3.85 3.535° 310 3.07 3.07 3.10 4,63 3.74 3.09 3487 5.95 8.49 8.50
Incomes . :
Personal income (% ch., saar) 1.0 07 42 -84 0.5 -0.2 8.1 4.2 11 0.5 4.5 6.2 6.4
After-Tax Profits {Four-gir.% change) 407 334 138 122 -1.9 284 22 -137 43 8.7 286 -1.2 1.0
Mild Recession (ng = 15%}
Camposition of Real GOP, Percent Change, Annual Rate .
Gross Domestic Product 0.2 2.3 0.4 15 25 3.0 2.0 14 04 28 3.4 3.8 35
Total Consumption =31 2.0 21 33 41 26 2.8 .5 1.1 24 26 3.1 31
Nonmresidential Fixed Investment -1.0 -5.8 135 8.8 -78 7.7 49 . 2.8 8.7 4.8 8.9 9.8 4.0
Residential Fixed investment 491 244 208 -1.5 14.5 2186 <179 212 L2 25.1 7.5 8.3 8.1
Exports 5.9 23 58 [+E] 1.4 4.4 8.4 8.5 38 42 6.7 7.0 7.3
Imports -1.8 -2.3 8.3 2.0 16.0 124 2.2 -2.3 -1.0 89 58 8.5 8.4
Federat Govemment 138 48 20 0.2 0.5 -1.3 18 53 1.8 4.8 1.8 0.3 0.0
State & Local Government 1.4 «1.8 23 1.8 62 1.1 2.3 1.4 -0.1 0.9 0.0 0.1 0.7
Pdces & Wages, Percent Change, Annual Rate
Consumer Prices B. -7 -0.8 04 2.4 28 2.9 3.8 0.1 28 26 1.8 1.5
Producer Prices, Finished Goods 86 157 59 w23 1.2 27 3.9 8.6 =34 a7 2.2 0.9 0.2
Employment Cost Index - Total Comp. 26 2.5 32 26 26 24 31 2.8 27 28 27 286 27
Cther Key Measures
Cil - WTI ($ per bamrel} 11825 66.81 6509 6547 668.07 69.07 1 7218 10188 66843 7550 85.00 8645 88.67
Productivity (%hch., saar} 0.2 ¢.9 t4 2.1 2.% 20 1.4 2.6 1.8 1.9 16 20 2.1
Total Manufacturing Production (%ch., saar) -6.0 1.1 -2:1 -1.4 0.9 3.1 1.7 -3.8 22 29 30 2.2 24
Nonfarm tnven, Chg. (B, 2000 §) 3846 283 0 724 B7D 265 8.5 30 342 . 209 549 38.5 554 58.7
Consumer Sertiment Index 64.8 63.4 85.5 734 815 786 856 §8.2 747 81.8 83.8 84.8 583
Light Vehicle Sales (MIL. units, saar) 1286 11.68 1237 1382 1533 1658 | 16.08 1347 1430 1540 1621 1714 17.62
Hausing Starts {Mil. units, saar} 0.878 0762 0756 0771 0.887 1.036 | 1341 0930 0882 1324 1828 1827 1950
Unemployment Rate (%) 6.0 6.4 6.9 T2 72 7.1 4.6 5.7 7.1 6.9 8.5 8.0 25
Payroll Employment {%ch,, saar) -6.7 -1.2 0.5 0.3 12 1.5 14 -0.1 02 14 14 1.8 15
Federal Surplus (Unifled, FY, bil. $} -169.0 -480.2 -37L¥ 222 -2082 2211 -1815 -454.8 ~1082,3 -628.0 -516.1 -317.0 -250.8
Financial Markets, NSA ‘ '
Federal Funds Rate (%) 194 .99 Q4715 0.8 0,80 1.08 5.02 205 0.82 1.42 3.34 450 450
10-Year Treasury Note Yield (%) 3.86 3.83 3.84 3.93 405 422 453 3.81 4.01 4.15 4.83 5.02 497
Incomes .
Personal Incoms (% ch., saar) 1.0 14 70 0.5 4.1 4.4 6.1 4.2 35 4.4 5.0 5.2 5.3
Aifter-Tax Profits (Fourgin% change) 107 -30.0 -37 05 56 347 2.2 -128 7.7 6.4 14 -0.2 0.5
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November 17, 2008 287-8927
Heating Fuel Prices Continue to Drop

Augusta--- The Governor’s Office of Energy Independence and Security (OEIS) conducted the weekly oil
survey and has found that the current statewide average cash price for No. 2 heating oil to be at $2.7¢ per
gallon falling $.10 since the last week.

Commenting on the drop in over the last month the Director of the OEIS John Kerry says, “The demand for oil
has dropped dramatically in the last couple of months as economic activity slows around the globe. Only five
months ago there were concerns that global supply would have a hard time meeting growing demand from
developing countries. Now there are fewer ships in the ocean, trucks on the roads and planes in the sky —all
leading to a dramatic drop in demand. The net result is that consumers of heating oil are now paying more than
two dollars less than they would have in June.”

It is important to note that the price for heating oil is a statewide average and that prices in a given geographic
region of the state may be considerably higher or lower than the statewide average. Within the OEIS sample, the
lowest actual heating oil price of $2.13 per gallon was found in the Southwestern region. The high-end price of
$2.95 per gallon was found in the Central region. At the time of this release the price of WTI crude oil, major
driver of refined product prices, including heating oil was $56.90. The statewide kerosene price average is $3.26
per gallon at this time. The table below provides current Maine cash prices in dollars rounded to the nearest
penny.

As Of November 17, 2008
Heating Oil | Statewide | Southwest | Central Eastern | Western Northern
Average 2.70 2.54 2.81 2.81 2.62 2.77
High 2.95 2.80 2.95 2.90 2.70 2.85
Low 2.14 2.14 2.65 2.70 2.45 270
Kerosene 326 3.16 3.39 3.27 329 3.20
Propane 2.96

Today’s propane price survey found statewide average to be $2.96 per gallon which is $0.02 lower than last

week. The average price for propane represents the price per gallon for a 600-800 gallon domestic heating
application.

For assistance please contact MaineHousing about their Home Energy Loan Program (HELP) that provides low
interest rate loans of up to $30,000 to low- and moderate-income homeowners to finance a wide variety of
energy-refated improvements to their homes. For program details and a list of HELP lenders visit
MaineHousing’s website at www.mainehousing.org or call 1-877-544-3271.

PHONE: {207) 287-8%927 AN BURNES@MAINE. GOV FAX: (2071 287-5252
G-47



Many projects funded through this program save more money through the improvements then the loan
payments they have to make. Businesses should take advantage of Efficiency Maine’s small business Joan
program to make energy upgrades: hitp:.//www efficiencymaine.com/business programs.htm

The next scheduled survey will be on Monday November 24, 2008,
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Municipal Valnation Data & Commitment Growth Rate Forecast Assumptions - November 2008

2007 actual 2008 - 2009 2010 2011
Residentiaf Land & Building Growth Rate 4.1% 1.3% 35%  -28% 0.3%
Commereial Land & Building Growth Rate 3% 23% 1.5% 6.9% 1.0%
Personal Properfy Growth Rate 2.7% 2.6% 0.5% 1.2% 3.0%
Commitment Growth Rate 4. 7% 4.2% 4.2% 4.2% 4.2%
Full Vall Mill Rate, State Level 00111 00313 0.0121 0.0129  0.0133

NOTES

Assumntions - Forecast Year 2008 through 2013
Commercial Land & Building
- Used predicted growth in the U.8. current cost net stock of nonresidential structures, based on 2007
depreciation and tnvestment o capital stock ratio for nonresidential structures and forecast growth in Commercial
Structure Investment in the U.S ’
Investment forecast: Global Insight: Beonomic Qutlook - U.S Executive Summary - November 2008

Residential Land & Building .
- Used the growth in Existing Median Home Price in Maine, lagged one year
Global Insight: Short Term Qutlook for Maine - Fail 2008

Personal Property {office equipment and machinery equipment)
- Used predicted growth in the U.S, current cost net stock of equipment and software, based on 2007 depreciation
and investment to capital stock ratio for nonresidential struetures and forecast growth in equipment and software
investmerit in the U.8
Investment forecast: Global Insight: Economic Outlook - U.8 Executive Summary - November 2008

Municipal Commitment Forecast
Assumptions - Forecast Year 2007

- For all towns and Aroostook county's uncrganized territory, used actuals off the Municipal Valuation Return
Statistics Summary. _

The unorganized territory in all other counties were developed using the average growth in commitment of the
towns in the county, weighted by the 2007 commitment.

Assumptions - Forecast Year 2008
- For about 80% of towns, used actuals off the Municipal Valuation Retum Statistics Summary.
The remaining towns were developed using the forecast growth in commitment of the towns in the county,
weighted by the forecasted 2008 commitment.

Assumptions - Ferecast Year 2009 through 2013
- Used a growth rate of 4.2% - which is the forecast change between 2007 and 2008,

Municipsl Full Value Mill Rates Forecast )
- We have incorporated in developing the full value mill rates, the fact that the State refmburses
only half of the homestead exemption.

forecastV2.xls Assumptions

2012 2013
22% 3.8%
4% 1.7%
43% 4.8%
4.2% 4.2%

0.0136  6.0137

L1/20/2008
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Tax Revenue by Property Class

Residential
2600 417.21
2001 1,607.55
2602 1,091.15
2003 1,170.13
2004 1,257.36
2065 1,285.81
2006 1,353.88
2007 1,426.25
2008 1,487.87
2009 1,534.03
2010 [,584.39
2011 1,646.18
2612 1,715.17
2013 1,792,15
2001 9.8%
2002 8.3%
2003 7.2%
2004 7.5%
2005 2.3%
2006 5.2%
2007 5.3%
2008 4.3%
2006 3.1%
2010 3.3%
2011 3.9%
2012 4.2%
2013 4.5%
Full Value Milt Rate
2008 0.01512
2001 0.01465
2002 0.01404
2043 06.01304
2004 0.01213
2005 0.01097
20606 0.01031
2007 0.01043
2008 0.01074
2009 4.01147
2010 0.01219
2611 001263
2012 0.01288
2013 0.012906
2001 -3,1%
2002 -4.2%,
2003 -1.1%
2004 -7.0%
- 2008 -9.6%
2606 -6.0%
2007 1.2%
2008 3.0%
2009 6.8%
2010 6.3%
2011 3.6%
2012 20%
2013 0.6%

Bugsiness
44549
470.11
482.09

486.9
481.88
484.32
484.94

4987
517.08
554.25
590.67
619.28
644 .45
605,53

5.5%
2.5%
1.0%
-1.0%
0.5%
0.1%
28%
3.7%
2%
6.6%
4.3%
4.1%
3.3%

0.01735
0.01728
0.01682
0.01392
0.01503

0.0141

00132
G.01336
¢.01333
0.01433
(.01512
0.01561

0.015%
0.01602

-0.4%
-2 1%
-5.3%
-5.6%
-6.2%
“.4%
1.2%
1.3%
5.9%
5.5%
3.2%
1.9%
0.3%

Fofal
1,362.70
1,477.66
1,573.24
1,657.03
1,739.24
1,771.15
1,838.83
1,924.94
2,004.65
2.088.27
2,175.0¢6
2,265.46
2,359.61
2457.68

B.4%
6.5%
5.3%
5.0%
1.8%
3.8%
4.7%
4.2%
4.2%
4.2%
4.2%
4.2%
4.2%

0.01578

0.0154
0.01479
0.01377
0.01281
0.01168
0.01094
0.01106
0.01134
0.01211
0.01287
0.01332
001359
0.01367

-2.4%
-4.0%
-6.9%
-1.0%
-8.8%
-6.3%
1.1%
2.5%
6.8%
6.3%
3.5%
2.6%
0.6%
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APPENDIX H

Capital Gains Report by
Maine Revenue Services
Released on January 5, 2009

Maine Revenue Services
Economic Research Division
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