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Economic forecast summary

Real Economic Activity, % SAAR 4Q2007 1Q2008 2Q2008 3Q2008 4Q2008 1Q2009 2Q2009 3Q2009 4Q2009 2007 2008F 2009F
Real GDP 02 09 19 12 -25 -2.3 -05 20 25 20 14 -05
% Change, Year Ago 23 25 18 0.9 04 -0.4 -1.0 08 04
Final Sales 08 08 24 00 24 23 01 14 25 24 14 06
Domestic Demand 01 01 13 02 -24 -33 08 11 23 18 05 -1.1
Consumer Spending 1.0 089 15 02 -3.0 24 00 18 25 28 09 0.7
Durables 0.4 4.3 -3.0 07 -185 -10.0 05 25 3.5 48 -2.3 -6.0
Nondurables 03 04 40 -35 6.0 -35 -3.0 15 20 25 0.1 25
Services 14 24 11 2.3 1.3 -05 13 18 25 26 18 11
Residential Investment -27.0 -250 -15.6 -139 -20.2 210 79 44 51 179 -208 -129
Nonresidential Investment 34 24 24 20 -1.2 123 8.7 55 1.6 49 3.0 5.7
Structures 85 87 139 51 90 -10.8 8.0 50 10 127 85 64
Equipment and Software 1.0 -05 -3.4 -04 3.0 -13.0 90 58 20 1.7 0.4 54
Government 08 19 36 15 19 17 18 18 16 2.1 23 19
Exports 44 51 92 52 48 30 28 32 24 84 8.0 38
Imports 23 -08 66 26 25 -40 -24 10 15 22 13 09
Net Exports (Bil 00%) -4845 4620 -3951 -3B80 -3817 -3499 3272 3194 3170 5465 4067 -3284
Inventory Accumulation (Bil ) -8.1 -10.2 -62.2 -26.1 -29.3 -29.3 -401 -25.3 -26.5 25 -32.0 -30.3
Nominal GDP (Bil ) 14031 14151 14257 14428 14471 14467 14469 14564 14692 13808 14327 14548
% SAAR 23 35 30 49 1.2 -01 0.1 27 36 48 38 15
% Change, Year Ago 49 47 38 34 31 22 15 09 15
Key Indicators
Industrial Production (% SAAR) 02 06 32 14 64 72 28 10 15 17 -04 a7
Capacity Utilization (%) 81.0 806 798 792 715 75.8 749 748 748 810 793 751
Civilian Unemployment Rate (%) 48 49 53 6.2 6.5 6.7 70 70 6.8 46 57 69
Productivity (% SAAR) 22 27 22 29 0.7 0.4 25 3.1 25 1.8 0.7 24
% Change, Year Ago 31 38 32 25 1.8 12 13 13 21
Real Disp. Personal Inc. (% SAAR) 086 -01 113 47 44 1.0 22 29 30 28 16 04
% Change, Year Ago 18 07 36 16 03 0.6 -15 04 23
Personal Savings Rate (%) 04 0.3 26 1.3 0.9 13 19 23 27 086 13 2.1
Light Vehicle Sales (Millions SAAR) 16.2 153 14 1 136 128 128 135 138 140 164 140 135
Housing Starts {Thous. SAAR) 1151 1063 1016 880 730 675 750 795 820 1341 920 760
Current Account (Bil §) -1672 1764 -1843 2058 -2015 1922 1785 1776 -1824 7312 7680 -7307
U 8. Budget Balance (Bil 5) -163 -425 -500
Corporate Profits and Earnings
Operating Corp. Profits After Tax (Bil §) 11776 11906 11336 9877 8549  B965 910.8 940.8 9932 11921 10417 9353
% Change, Year Ago 086 1.8 -59 -189 274 247 -197 48 16.2 84 -126 -10.2
S&P 500 Reported EPS (3) 7.8 15.5 17.0 125 10.7 12.2 126 123 14.0 66.2 55.8 51.0
% Change, Year Ago 614 271 223 475 v 217 258 A7 303 -188 15.7 -85
S&P 500 Operating EPS (8) 15.2 166 188 16.7 158 150 155 157 16.8 825 68.0 63.0
% Change, Year Ago -308 -25.8 217 -20.0 38 97 -17.8 6.0 6.6 -59 177 -7.2
Intlation
GDP Price Index (% SAAR) 28 26 11 a7 a7 22 05 07 11 27 24 20
% Change, Year Ago 26 23 20 26 28 27 25 18 11
CPI, Consumer Prices (% SAAR) 50 43 50 73 39 14 -241 05 11 29 48 20
% Change, Year Ago 4.0 42 43 54 51 44 26 09 0.2
CPl ex Food & Energy ( % SAAR) 25 25 19 32 27 20 15 14 17 23 24 21
% Change, Year Ago 23 24 23 25 26 24 23 19 17
Interest rate forecast summary
(% EOP) 4Q 07 1008 2008 3Q 08 4Q08 1009 2009 3Q09 4Q09 2007 2008 2009
Fed Funds 495 225 200 200 2100 1.50 1.50 1.50 2100 425 200 200
3-Month T-Bill 3.36 1.38 1.74 165 1.60 1.40 1.25 1.45 1.90 3.36 1.60 1.90
3-Month LIBOR 485 295 278 280 275 215 205 1.95 235 485 275 235
2-Year T-Note 3.04 162 262 2160 225 195 1.65 205 230 304 225 2.30
5-Year T-Note 345 2.46 3.33 345 3.20 2.75 240 2.60 285 345 3.20 2.85
10-Year T-Note 405 345 397 415 390 3.65 3.25 3.50 365 405 390 365
30-Year T-Bond 445 430 453 475 450 425 375 3.90 400 445 450 400

Shaded regions represent Merrill Lynch forecast.
Source: Merrill Lynch



