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@ Economy in Global Perspective

U.S. Nominal GDP:
) United States

$21.747 trillion in 2019-Q4 23.6%
$19.487 trillion in 2020-Q2
$21.158 trillion in 2020-Q3

Countries 11-20//

% Share of the Global Economy 13.3% /
/
The 173 countries outside the top 20 make up less than a fourth //

of the total global economy.

China

. United States [l 173 Rest . China . Countries 11-20
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NATIONAL ECONOMIC Source: IMF

EDUCATION DELEGATION

1/8/21



® o
[ ]
. .. 0. o:o:
| GDP: Normalized 2019:Q4 to 100 ©lele,
o
e °
o °®
News headline: GDP Growth falls by 31% in 2020:Q2 ([ ]
News headline: GDP Growth Rebounds in 2020:Q3 — 33% growth q
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Compared to 2019:Q4
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Quarterly: 1947 through Q3-20
Source: U.S. Bureau of Economic Analysis
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* Great Depression ([ ]
- AFinancial Crisis which and (initial) flawed policy response [ |
- -- resulted in persistent high unemployment
* Great Recession
- AFinancial Crisis that spilled over into the real economy
* Oil Crisis of 1975 : Supply Shock due to a sharp rise in the price of oil
* Prior to the pandemic none of the above:
- Financial markets were not in trouble.
- Real GDP growth was strong buoyed by strong consumer spending.
- Unemployment and inflation were both low.
- Oil prices were falling.
* COVID-19 - “Health Shock”
- Supply Shocks: Disrupted supply chains
- Demand Shocks: Limit market transaction in order to reduce the spread
- Sudden Demand Stop
* Spanish Flu (1918)
- Structure of production and consumption is notably different
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* The economic recovery in 2021 depends crucially on
- The efficacy and the distribution of the vaccines

The ability of the fiscal response to provide some income support for
households and support small businesses.

The ability of businesses and households to adapt
Resolution of political uncertainty

NATIONAL ECONOMIC

The willingness of the population to “continue” follow safety guidelines.
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In many spending categories, including health care,
% spending was down 40% to 80%. Mostly acutely in services with ——= Accom & Food
.  With personal interactions Service
Entertainment
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Employment in many industries was down
40% to 80%.
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-8,282 Leisure and Hos pitality
-2,768 I,  Cducation and Helath Services
-2,283 I BusinessServices
-282 I Financial Activities
-278 I Information
-4  Utilities
-563 I Transportation and W harehousing
-2,371 I Retail
-395 M Wholesale
-1,370 N Vanufacturing
-1,060 NN Con struction
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® Respond to the impacted sector(s) — health crisis, |
® Provide income support for the lower income and most vulnerable,
® Provide support to maintain employer - employee matches, and
® Provide support for the sectors that are most exposed to the shock.
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@cal Policy Timeline
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Phase I: H.R. 6074

4

Phase Ill: CARES

Phase II: Family First Phase Il b
3/6 3/14 3/18 4)24
R&D Paid Sick Leave S HHLtI?c PagmeITth. (More) Support for Small Firms
Public Health Family Medical Leave upﬁor ord. ma . 'r(TS, COVID-19 Testing
Medical Supplies Covid-19 Testing Support olr Medium Sized Firms Hospitals
Other Unemployment Expansion Unemp gyment Insurance
Aid to States
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® Direct payment to households $1,200 for every adult and $500 for every e
child.
e Small business loans (Paycheck Protection Program)-- $350 billion
— <500 employees and designed to cover six (6) weeks of payroll.
® Economic Stabilization Fund (Main Street Lending Program) — $500bn
— for medium sized firms,
— state and local municipalities, and
— passenger and cargo air carriers, and firms maintaining national security.
e Expand unemployment benefits (additional $600/week)
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Government Transfers [ )
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March March March March 23 April 9
Primary Market Corporate Credit
3 15 17/18 nimary a'famﬁ;"m e Credi Paycheck Protection Program Liquidity
Federal Funds Rate Facility (PPPLF)
Federal Fund: PMCCF
e Discount Window Primary Dealer Credit Facilty Secondary e Cor)porate Crogit Main Street Business Lending Program
Lending (PDCF) Foeity Municipal Liquidity Facilty
Quantitative Easing Commercial Paper Funding (eMCch)
Forward Guidance Funding Facility (CPFF) Term Asset-Backed Securities Loan
Money Market Mutual Fund ke
Facility (MMLF) (TALF)

18



@: Loans

PETER G.

FOUNDATION

PETERSON PPP loans assisted small businesses from various sectors

ToTtAaL APPROVED PPP LOAN AMOUNT (BILLIONS OF DOLLARS)
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Construction
Professional, Scientific, and Technical Services
Manufacturing
Healthcare and Social Assi: ce
Accommodation and Food Services
Retail Trade
Wholesale Trade IE——
Other Services I
Administrative and Misc. I
Real Estate and Rental and Leasing —————
Transportation and Warehousing
Finance and Insurance ———
Educational Services
Information  —
Arts, Entertainment, and Recreation
Agriculture, Forestry, Fishing and Hunting s
Mining -

Public Administration

Management of Companies and Enterprises M

Utilities m

$0 $10 $20 $30 $40 $50
SOURCE: Small Busi inistrati ycheck i gram (PPP) Report, Approvals through 4/16/2020, May 2020.
NOTE: Data is for the first round of PPP payments, which lasted through April 16, 2020.
NA'  © 2020 Peter G. Peterson Foundation PGPF.ORG
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PPP Loans

PETER G.
PETERSON

FOUNDATION

unemployment

30.9%

Accommodation & Arts, Entertainment,

& Recreation

SOURCES: U.S. Small

The distribution of PPP loans has not matched levels of

SHARE OF JOBS LOST AND LOANS DISBURSED (% OF TOTAL)

m Share of Total Jobs Lost in April
w Share of Total PPP Loans Disbursed

2.5%

Professional &
Technical Servi

Manufacturing

Services
Global Ratings, h: The
© 2020 Peter G. Peterson Foundation

020; and S&P

PGPF.ORG
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@al Spending

”Stimulus Checks”

Spending
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Small Business Openings
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Time Outside of the Home

Opportunity: Insights

Nov 20, 2020

-10.8%
Total Outside
Home

-19.3%
Retail &
Restaurants

-25.9%

Workplace
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* $600 (may soon be $2,000) checks to individuals.
* $300 additional unemployment benefits (through March)
* $284 billion for paycheck protection program — loan forgiveness for
keeping employment at existing levels.
* $82 billion for schools and universities
* $68 billion for vaccine distribution
* $25 billion for rental assistance
* $93 billion in other support
AT NATIONAL Economc d
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1in 3 Adults Had Trouble Paying for Usual q
Household Expenses in Last 7 Days
Share of adults reporting that it was somewhat or very difficult for their
household to pay for usual expenses
All adults 34%
Black, not Latino 52%
» Additional Fiscal response is Latino (any race) 4%
needed O i 4
Asian, not Latino 28%
White, not Latino 27%
el o e e et e A e A
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Daily change

New cases ¥ &= United States ~ All regions ~ All time ~

300,000
200,000
100,000 238,999
January 05
I} H
May 7 Jul 4 Aug 31 Oct 28 Dec 25

Each day shows new cases reported since the previous day - Updated less than 1 day ago -
Source: The New York Times - About this data
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Federal Deficit Will Reach Record Levels Debt Will Equal Size of Economy This Year
el Percent of GDP
$4000 $3.8 trillion 120%
$3,500 —Updated Deficit Projections (current law) ——Updated Deficit Projections (current law)
=—Pre-Crisis Deficit Projections 110% ——Pre-Crisis Deficit Projections
$3,000 Range of Uncertainty (current law) Range of Uncertainty (current law) 107%
$2,500 100% 100%
$2,000 —
$1.4 trillion 90% 89%
$1,500
81%
$1,000 80%
$1.1 trillion $1.3 trillion
$500 70%
2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 60%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
CRFB.or

Source: CRFB Calculations.

Deficit may be nearly 20% of GDP meebt will likely equal GDP this year

CRFB.org
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* Most GDP projections indicate that GDP growth will likely be positive in 2021 and likely well
above 2.0-2.5 percent range.
* The Fed Reserve’s range for growth is wide — | think this represents the Fed’s uncertainty about
the health implications.
* While unemployment is expected to decline, the Fed expects unemployment to be above the
longer run rate of 4.1 percent.
* The Fed thinks the economy is still structurally sound; otherwise, they would have increased
the longer run rate of unemployment above 4.1 percent.
NATIONAL ECONOMIC
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@estment Expenditures

* Investment expenditures are composed of residential and non-
residential spending.

* Residential spending refers to purchases of new homes.

* Non-residential spending refers to capital purchases and new
inventory accumulation.

- Tools, machinery, new factories, commercial real estate.
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* The economic recovery in 2021 depends crucially on
- The efficacy and the distribution of the vaccines
- The willingness of the population to “continue” follow safety guidelines.

The ability of the fiscal response to provide some income support for
households and support small businesses.

The ability of businesses and households to adapt
Resolution of political uncertainty

NATIONAL ECONOMIC

. o
@mlusmn

EDUCATION DELEGATION

38

38

1/8/21

19



1/8/21

Manufacturing Employment

Employment Index

Manufacturing Employment
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Manufacturing employment has fallen 25%
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Manufacturing Output (Index)
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Imports and Manufacturing Employment

appear to be moving in opposite directions.
Correlation is. -0.83 (negatively related)
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Source: Bureau of Economic Analysis. Gray shading indicates recession.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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* Investment expenditures are composed of residential and non-
residential spending.
* Residential spending refers to purchases of new homes.
* Non-residential spending refers to capital purchases and new
inventory accumulation.
- Tools, machinery, new factories, commercial real estate.
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Dow Jones and S&P 500

Day after NBA, MLB
and NCAA postpone
games (3/12)

Largest DJIA fall in
two years on fears of COVID-19

and a weak retail sales report
Passage of the (

Act (3/18)
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