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Agenda 8 4
= Ninth District Economy
— Outlook
* Surveys
* Models

— Sector Analysis
» Agriculture
 Manufacturing
* Home building






Chambers of
Commerce Survey

Annual
Manufacturers
Survey

Annual Business
Conditions Survey

Has your company’s access to credit
deteriorated in the past three months?

. Yes, a lot

. Yes, some

.No

Not
Applicable

20 40 60 80
Percent of Respondents

e: Federal Reserve Bank of Minneapolis. Manufacturers Survey conducte

ration with the Minnesota Department of Employment and Economi



Up significantly

Up some

No change

1 significantly

How has the volume of business credit changed
in the past three months?

- All financial
institutions

. Large
financial
institutions
(more than

10 20 30 40

Percent of Respondents
rce: Financial Institutions Survey, Federal Reserve Bank of Minneapolis



How has the volume of consumer credit changed
in the past three months?

Up significantly

Up some

. All financial
No change institutions

. Large

financial

Down some institutions
(more than

significantly

10 20 30 40
Percent of Respondents
e: Financial Institutions Survey, Federal Reserve Bank of Minneapolis




Fewer credit
requests from
consumers

Fewer credit
requests from
businesses

Tighter credit
standards

Poor credit quality
of consumer
applicants

Poor credit quality
of business
applicants

Lack of
1ble funds

Reasons for lower credit volume
at Ninth District financial institutions

10 20 30 40

Percent of Respondents
: Financial Institutions Survey, Federal Reserve Bank of Minneapolis

Al financial
institutions

.~ Large
financial
institutions
(more than
$500 million
in assets)




Which of the following credit standards have been
tightened in the past three months?

Collateral
requirements

Interest rates

Documentation

. All financial
Size of credit lines institutions

. Large

Debt covenants finq ncif:nl
institutions
(more than
Loan limits $500 million
in assets)

20 40 60 80
Percent of Respondents
e: Financial Institutions Survey, Federal Reserve Bank of Minneapolis
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Comparing 2008 with last by B E

year’s forecast

* Job growth was weaker
 Unemployment rates were higher
» Personal income grew slightly faster

 Home building slowed more than expected



2008 Employment Growth
Lower than Forecast

—=FQrecast

~Actual

Nonfarm employment — simple average
ent change from a year earlier -- 4 quarter



2008 Unemployment Rate
Higher than Forecast

===F0orecast

~Actual

1999
2000
2003
2004
2005
2006
2007

2001
2002

Unemployment rate — simple average
cent change from a year earlier -- 4" quarte



Changes in Nonfarm Employment:
Current Recession vs. 10 Postwar Recessmns

Mildest

===Current
Recession

—==Median

—==Harshest

Percent change from start of recession

012 3456 7 38 9101112131415161718

Months from start of recession



Nonfarm Employment, October 2008
Percent Change From a Year Earlier

Education and Health Services
Natural Resources and Mining
Government

Information and Financial Activities
Total Nonfarm Employment

Trade, Transportation and Utilities
Leisure and Hospitality

Professional and Business Services

Manufacturing

Construction

_8 4 =5 0

B Ninth District ' United States
*U.S. natural resources and mining employment increased |
Source: Bureau of Labor Statistics
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Ninth District Economy: G 4
Declines in 2009

* Decreases in employment and increases in
unemployment

» \Wage and price increases moderate
*Ag mixed but manufacturing down

« Home building slowdown continues in many areas



Overall, what is your outlook for your community’s economy
in the next 12 months?

Percent
100
90
80
70
60
50
40 —
30 |
20 —
10 | I |
0

Mpls./ Greater Northwestern U.Pof  Montana  South North

St. Paul Minnesota Wisconsin  Michigan Dakota Dakota

M Pessimistic Optimistic

Source: Federal Reserve Bank of Minneapolis




Employment Expected to Contract
in Eastern States

MN MT ND SD Wi UP

Nonfarm employment forecast
rcent change from a year earlier — 4" quarter



Business Leaders Expect Decreased
Employment at Their Companies

Agriculture

Services

2008
DISTRICT

Manufacturing m 2009

Retail

0 20 40 60 80 100
Diffusion index*

*Index number above 50 indicates expansion.
Index number below 50 indicates contractio



Unemployment Rates Expected to Increase

MN MT ND SD WI UP

Unemployment rate — 4t quarter



Business Leaders Anticipate
Modest Wage Increases

Above 5%

- 2008

4% to 5%
Outlook

m 2009

2% to 3% Outlook

0% to 1%

20 40 60

Percent of respondents



Business Leaders Foresee Level Prices

Services

DISTRICT
: ~ 2008
Setal Outlook
Agriculture
| = 2009
: Outlook
Manufacturing
Construction

20 40 60 80
Diffusion index*

*Index number above 50 indicates expansion.
Index number below 50 indicates contractio
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Personal Income Growth
Expected to Moderate

MN

MT ND SD
Percent change from a year earlier — 4™ quarter




Agriculture outlook mixed

 \/olatile but decent 2008

 Mixed outlook for 2009



Manufacturing Is Down

Production level

2008
Employment Actual
Profits =2009
Outlook

Investment

0 20 40 60 80
Diffusion index*

*Index number above 50 indicates expansior
Index number below 50 indicates contra



Manufacturing Firms Expect Big Slowdow

Sales

2008
Outlook

Employment

m 2009
Outlook

Investment in plant and equipment

0 20 40 60
Diffusion index*

*Index number above 50 indicates expansion.
Index number below 50 indicates contractio



Home Building Continues to Decline

® Ninth
District

~ United
States

2004 2005 2006 2007 October
2008
Year-to-Date
Housing units authorized
percent change from a year earlier



ND

Western WI

2008

Greater MN Outlook

SD
m 2009

MPLS MSA Sl

UP

MT

0 20 40 60 80 100

Diffusion index*

*Index number above 50 indicates expansion.
Index number below 50 indicates contractio



Home building Expected to
Remain Depressed

10

MN MT ND SD Wi

Housing units authorized
percent change from a year earlier — 4" quarter
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Ninth District Economy: G 4
Declines in 2009

* Decreases in employment and increases in
unemployment

» \Wage and price increases moderate
e Ag mixed but manufacturing down

« Home building slowdown continues in many areas



Questions?
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