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Economic forecast summary

Real Economic Activity, % SAAR 4Q2007 102008 2Q2008 3Q2008 4Q2008 102009 2Q2009 302009 4Q2009 2007 2008F 2009F
Real GDP 06 1.0 186 i1 -25 23 0.5 20 25 22 1.5 0.5
% Change, Year Ago 25 25 20 14 03 -05 -1.0 0.8 04
Final Sales 24 08 25 00 24 -24 01 14 25 25 1.7 0.6
Domestic Demand 1.3 0.1 15 02 25 -3.3 0.8 1.2 23 1.8 08 -11
Consumer Spending 23 11 14 02 -30 24 0.0 18 25 29 1.2 0.7
Durables 20 -6.0 4.0 07 -185 -10.0 05 25 5 47 26 -6.0
Nendurables 1.2 02 1.0 -35 6.0 -35 =30 15 20 24 -0.2 27
Services 28 31 25 23 1.3 -0.5 1.3 18 25 28 28 1.2
Residential Investment -252 245 -123 -14.2 =202 -21.0 19 44 51 -17.0 -197 128
Nonresidential Investment 6.0 05 6.8 -19 -10 -123 8.7 -55 16 47 40 54
Structures 124 1.3 a7 50 90 -10.8 8.0 -5.0 1.0 128 6.5 -6.6
Equipment and Software 31 0.2 53 04 30 -13.0 9.0 -b.8 20 1.3 28 449
Government 19 21 18 17 19 17 18 18 16 20 23 18
Exports 65 55 109 52 48 30 28 3.2 24 8.1 83 40
Imports -14 07 27 28 25 -4.0 24 10 15 19 09 0.3
Net Exports (Bil 00$) -503.2 4802 4544 4478 4419 4087 -3868 3792 3771  -5h56 4561 3882
Inventory Accumulation (Bil ) -183 -196 446 -11.2 135 111 -21.0 6.3 73 45 -22.2 414
Nominal GDP (Bil §) 14074 14201 14308 14477 14520 14516 14518 14613 14741 13841 14376 14587
% SAAR 3.0 37 30 48 1.2 -0.1 0.1 27 36 49 39 15
% Change, Year Ago 5.1 4.8 39 38 32 2.2 15 09 1.5
Key Indicators
Industrial Production (% SAAR) 02 06 -2 0.0 -55 -7.3 -2.8 10 15 1.7 -0.1 -34
Capacity Utilization (%) 81.0 806 798 794 78.0 6.2 753 752 752 81.0 194 755
Civilian Unemployment Rate (%) 48 49 53 6.2 6.5 8.7 7.0 70 6.8 48 5F 6.9
Productivity (% SAAR) 138 286 20 32 07 04 25 341 25 18 28 15
% Change, Year Ago 29 33 31 24 1.8 1.2 13 13 21
Real Disp. Personal Inc. (% SAAR) 08 14 137 -4 -36 1.0 22 29 3.0 31 2.2 03
% Change, Year Ago 24 14 49 19 07 06 -2.0 06 23
Personal Savings Rate (%) 02 04 3.0 09 08 1 18 23 27 05 13 21
Light Vehicle Sales (Millions SAAR) 16.2 153 14.1 136 128 12.9 135 138 140 164 14.0 138
Housing Starts (Thous. SAAR) 1151 1053 1016 880 730 675 750 795 820 1341 920 760
Current Account (Bil §) -167.2 -1764 2001 2138 -2085 -1922 -1785 1776 -1824 -7312 7968 7307
U.S. Budget Balance (Bil 5) -163 -425 -500
Corporate Profits and Earnings
Operating Corp. Profits After Tax (Bil $) 11146 114185 10844 9385 8055 8498 863.7 8926 9437 11286 9928 8874
% Change, Year Ago 33 43 -59 -185 217 -258 -20.4 -5.0 173 26 -12.0 -108
S&F 500 Reported EPS ($) 7.8 155 17.0 125 107 122 12.6 12.3 14.0 66.2 558 510
% Change, Year Ago 614 271 -22.3 -175 37 =217 -25.8 -1.7 303 -18.8 -157 -85
S&P 500 Operating EPS (S) 15.2 16.6 188 16.7 158 150 155 To.T 168 825 68.0 63.0
% Change, Year Ago -30.8 -25.8 =217 -20.0 38 97 -17.8 6.0 6.6 -5.9 =177 -1.2
Inflation
GDP Price Index (% SAAR) 24 27 14 2 a7 22 05 07 1.1 2.7 24 20
% Change, Year Ago 26 22 18 28 29 20 25 18 11
CPI, Consumer Prices (% SAAR) 50 43 50 84 44 1.7 -02 03 11 29 49 286
% Change, Year Ago 40 42 43 57 55 49 35 15 07
CPl ex Food & Energy ( % SAAR) 25 25 19 31 25 ) 1.4 14 1.7 23 24 20
% Change, Year Ago 23 24 23 25 25 24 23 18 1.6
Source: Mesill Lynch
Interest rate forecast summary
(% EOP) 4Q 07 1Q 08 2008 3008 4Q08 | 1909 2Q09 3Q09 4Q09 2007 2008 2009
Fed Funds 425 225 200 200 2.00 1.50 150 1.50 200 425 2.00 2.00
3-Month T-Bill 3.36 1.38 1.74 165 1.60 1.40 1.25 145 1.80 338 1.60 1.90
3-Month LIBOR 485 295 278 280 275 215 205 195 235 485 275 235
2-Year T-Note 3.04 1.62 262 260 225 195 1.65 205 230 3.04 225 2.30
5-Year T-Nole 345 246 3.33 345 3.20 2.75 240 2.60 285 345 3.20 285
10-Year T-Note 405 345 397 415 3.90 3.65 325 350 365 405 390 365
30-Year T-Bond 4.45 430 453 475 450 425 3.75 390 400 445 450 400

Shaded regions represant Merrill Lynch forecast.
Source: Merrill Lynch



