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* Vision L
- One day, the public discussion of policy issues will be grounded in an accurate
perception of the underlying economic principles and data.
* Mission
- NEED unites the skills and knowledge of a vast network of professional
economists to promote understanding of the economics of policy issues in the
United States.
* NEED Presentations
- Are nonpartisan and intended to reflect the consensus of the economics
profession.
AT ek SN 2

4/7/22



ﬁ

[ )
o Are We? ¢

* Honorary Board: 54 members
- 2 Fed Chairs: Janet Yellen, Ben Bernanke
- 6 Chairs Council of Economic Advisers
o Furman (D), Rosen (R), Bernanke (R), Yellen (D), Tyson (D), Goolsbee (D)
- 3 Nobel Prize Winners
o Akerlof, Smith, Maskin

* Delegates: 640+ members
- At all levels of academia and some in government service
- All have a Ph.D. in economics
- Crowdsource slide decks
- Give presentations
* Global Partners: 48 Ph.D. Economists
- Aid in slide deck development
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@dits and Disclaimer

* This slide deck was authored by:
- Jon D. Haveman, NEED
- Scott Baier, Clemson University
- Geoffrey Woglom, Amherst College (Emeritus)
- Brian Dombeck, Lewis & Clark College
- Doris Geide-Stevenson, Weber State

* Disclaimer
- NEED presentations are designed to be nonpartisan.
- Itis, however, inevitable that the presenter will be asked for and will provide their own views.
- Such views are those of the presenter and not necessarily those of the National Economic Education Delegation (NEED).
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* State of the pandemic o.
* The U.S. Economy
- Total Output - GDP
- Policy Support
- Labor Market
- Inflation
- Equity Markets
- Housing Markets
- Federal Debt
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State of the Pandemic
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Russia's advance in Ukraine o Py
(|
M Russian military presence Controlled by
pro-Russian
Chernihiv separatists
Crimea
Annexed by Russia in 2014
Source: OSM, The Institute for the Study of War with AEI's Critical
@O  Threats Project; Data as of March 17,2022 at 3 pm ET
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The U.S. Economy

The Role of the Pandemic versus Policy Adjustments? And what now?
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P Trajectory: Pandemic Plunge and Recoverfe ®¢®e’
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FRED 4/ — Real Gross Domestic Product .
. — Real Potential Gross Domestic Product [ )
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Shaded areas indicate U.S. recessions. Sources: BEA; CBO fred_stlouisfed org

Real GDP = Total value of production = Consumption + Investment + Government Purchases + Net Exports

Almost no Output Gap compared to the start of the pandemic, and a quick recovery.
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GDP Changes in the United States [ |
2019 to 2020
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@precedented Policy Support

FIGURE I-1

A macroeconomic policy experiment in real time

60% Fiscal stimulus Monetary stimulus
Equity, loans, guarantees B Reserve lending
498%
B Other stimulus et B Asset purchases
a B Worker support
© 40
2 360% 35.3%
o
i
%
g 85%
5 21.2% 199%
£ 20 o
) .
50%
0 4
us UK Euroorea China US. Federal Bank of European
Reserve England Central Bank

Notes: Allstimulus percentages ore based on 2019 Nominal GDP. Fiscol stimulus: For worker support for the euro ares, on average of spending for Germany, Italy, and Spainis
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Source: Vanguard Economic and Market Outlook for 2022:Striking a better balance
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ployment Changes - US

Cumulative change in jobs since before the pandemic
152.5 million jobs in February 2020

2.1 million
since Feb,

+678,000
in February

+19.9 million
since April 2020

nally adjusted. - Source: Labor Department - By Ella Koeze
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Cumulative change in jobs since before the pandemic
152.5 million jobs in February 2020

1.6 million jobs
since Feb. 2020
+431,000
in March

+20.4 million
since April 2020

Data s seasonally adjusted. - Source: Labor Department - By Ella Koeze
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The leisure and hospitality sector gained the most jobs in February. The leisure and hospitality sector saw the largest gains in March. ® e
Change in jobs from January to February, by sector Change in jobs from February to March, by sector
hospitalty 000 Aty +112,000
Education and Busi
services ' health care +53,000
Construction - +60,000 Retail _ +49,000
Retail - +36,900 Manufacturing - +38,000
Manufacturing - +36,000 Construction +19,000
State and local - State and local I
government +24,000 government +6,000
Datais seasonally adjusted. - Source: Bureau of Labor Statistics - By Ella Koeze Data is seasonally adjusted. - Source: Bureau of Labor Statistics - By Ella Koeze
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Nonfarm Employment - Pandemic Y
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Source: NBER and US Bureau of Labor i Gray ing indit recession.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Inflation and Asset Markets

Inflation, Equity Markets, Housing Markets
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How Inflation Is Rlsmg CPI,12-month change ending in February ¢
Year-over-year changes in the Consumer Price Index
0% J10 20 30 40
— Overall — Excluding food and energy Used cars and :
) trucks :
+14% Gasoline ;
12 Energy
10 Electricity
% r +?.9°/E Food
j Apparel
) Shelter
0 V Source: Labor Department
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Seasonally adjusted - Source: Bureau of Labor Statistics - By The New York Times All items: 7.9% - new four decade hlgh
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RETAIL GASOLINE PRICE IN 2022 DOLLARS
APRIL 1993 - MARCH 2022
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How Does Inflation Work? ».%°
Inflation represents the rate at which the cost of goods and services increase over a period of time. o °®
’I
Demand-Pull Cost-Push Built-In
EXCLUSIVE BALLOONS
SNEAKERS A5 s10
5}96 $150 _ ‘
] - . C
. ‘-\’ a,-
When demand for goods/service When production costs When prices rise, wages rise too,
exceeds production capacity. increase prices. in order to maintain living costs.
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Source: Investopedia
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Real monthly household spending at an annualized rate, trillions of chained 2012 dollars ....
a. Goods b. Services .
602019 2020 2021 902019 2020 2021 ___..-- L
Household ‘P-m-pandemic April 2021
o spending a:’i%&m 85 trend 7% below
on goods trond trend
sol [N 8.0
Pre-pandemic Household
trend spending
a5 75 on services
40
Demand-Pull
35 Ll AN NN AN 6,5|11| AR NN E NS AN NN
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Source: U.S. Bureau of Labor Statistics

Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Shanghai surprise

Ships waiting to load or discharge

2022

300

VesselsValue data
show an almost
fivefold increase
in congestion at

50
Average*
| S B R PR P i [ (2 BN | 0
Jan Mar May Jul Sep
Source: VesselsValue *2017 t0 2021
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Shanghai, the
world’s busiest
port, over the past
two-and-a-half
weeks. Analysts
suspect the rise in
Covid-19 cases
may have led

to shortages of
logistics staff.

Egg farms face collapse as
war feeds Into rising costs

Hundreds of British egg farms are at
risk of collapse after Russla's Invasion
of Ukraine forced surging input costs
even higher. The British Egg Industry
Council warned that input costs had
risen about 30 per cent after the war
exacerbated the rise In costs, since
Russia and Ukraine are big exporters
of cereal grains used to feed chickens.
Eggs are the latest food to be hit by
Input cost inflation, which has tested
retallers’ abllity to keep prices low.
Report » PAGE 3

Source: Financial Times, April 1, 2022
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4 Crude Oil WTI (NYM $/bbl) Front Month o d
N CL1 (US:Nymex)
3-49 PMEDT 04/05/22 Volume
254,942
$ y
100'11USD Openlnterest e
317 -3.07% 255,000 o
04/28/21 $100
1Day Range  US:CL1:$63.86
100.00-105.59 o
52 Week Range
5812-130.50 $50
(04/07/21-03/07/22) May Jun Jul Mar Apr
'ADVANCED CHARTING COMPARE +
Open 103.66 Settlement Price 103.28 (04/04/22)
1Day CL1-3.07%
Effects of sanctions on Russia are somewhat countered by Covid-related lockdowns in China and Hongkong, and
announcements to release strategic reserves in the U.S.
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Source: Wall Street Journal, March 17, 22
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VN\M‘”//A Market participants expect around 2.8%
) # sfﬁkwv Wty of inflation annually over the next 10 years and
a ‘;KJWW iR, X 3.3% over the next 5 years.
Lo “Vﬁmﬁvﬂv Ve vy
15 Y W“IL/NH W . . . . .
4 I Inflation expectations were increasing — especially
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Mean Probabilities for Core PCE Inflation in 2022

Werevious W current

Mean Probabilities for Core PCE Inflation in 2023
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Survey of Professional Forecasters, Feb. 11, 2022
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3,200

— National income: Corporate profits before tax (without IVA and CCAdj)
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Shaded areas indicate U.S. recessions.
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Source: U.S. Bureau of Economic Analysis
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* Yes, at least through 2022 and 2023.
* Continued supply chain issues (China Covid strategy, US staff
shortages, Russia-Ukraine conflict)
» Mitigated by a slower increase in demand (policy support
decreased), but if consumers go back to substituting toward in-
home consumption more bottlenecks will develop
* Will this lead to a recession, i.e. stagflation?
NATIONAL ECONOMIC 30
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FRED /\N/j — 10-Year Treasury Constant Maturity Minus 3-Month Treasury Constant Maturity
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Shaded areas indicate U.S. recessions. Source: Federal Reserve Bank of St. Louis fred.stlouisfed.org
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FRED /A\;/_/ — 10-Year Treasury Constant Maturity Minus 2-Year Treasury Constant Maturity
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@jected Policy Changes - Fed

The Fed's New Dot Plot

1 @®FOMC members' dot projections for meeting date 12/15/2021
FOMC dots median
| ©Fed funds futures - Latest value
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Projection Year End

Source: Bloomberg
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Longer Term

Bloomberg @
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@ Reaction — Wed. March 17, 2022

* Fed is likely to raise interest 0%
rates faster than expected.
Fed projects inflation at
4.3% for 2022.

* Monetary policy adjustment
is necessary, but trying to 10
avoid a 1980’s scenario of
causing a recession.

* Current situation likely
more comparable to post-
WWII than to the late 0

Federal funds target rate

<« Periods of Fed rate increases ——

0.25-point
increase

1970'5. 1970 75 80

NATIONAL ECONOMIC
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Shaded areas indicate U.S. recessions. Source: S&P Dow Jones Indices LLC fred.stlouisfed.org
Maybe yes — based on negative real earnings yields (inflation adjusted earnings per share) which indicates
that profits are not keeping up with share price increases (even though corporate profits are increasing)
at the peak of the market.
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Source: NBER and U.S. Federal Housing Finance Agency. Gray shading indicates recession. Total: New Privately Owned Housing Units Started.
Graph by: National Economic Education Delegation (www.NEEDelegation.org) Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Federal Budget in FY2021 0%’
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Receipts by Source: Outlays by Function: .
Total Receipts .
$4,046 Billion
Individual Income Taxes EANZEREIICUN Income Security
Mandatory, 71%
0 EIRECR:TLE  Social Security .
11T, 50.5% Discret. 22%
0 Social Insurance & Retirement 5797 Bilion )
SST, 32,5% ~ Net Interest, 7%
0, EYECLEIIM  National Defense
CT, 9.0% il >
_/_ EGEEEETIN  Medicare
Miscellaneous RAa o / / Deficit Netinterest
Customs Duties —ooomen // $2.772 Billion Commerce and Housing Credit
—/'/ Education
$75 Billior
Excise Taxes General Government
$27 Billion Other
Estate and Gift Taxes —
Programmatic Outlays = Mandatory + Discretionary
NATIONAL ECONOMIC 33
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Source: Monthly Treasury Report, 9/2021
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Total Deficits, Primary Deficits, and Net Interest o ..

Percentage of GDP

5 Prajected

Primary Deficit
or Surplus

Total Deficit= (Programmatic Outlays +
Interest Expense)-Revenue

=(Programmatic Outlays —
Revenue)+interest Expense

Total Deficit
or Surplus

=Primary Deficit + Net Interest

1 1 1 . L L
1971 1981 1991 2001 201 2021 2031
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Source: CBO, Updated Budget and Econo9mic Projections, 7/15/2021
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The Sum of All Past Deficits Less Surpluses Equals the Debt °

FRED g, (ine Debt; Red Line Deficit
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Shaded areas indicate U.S. recessions. Sources: Treasury; OMB fred.stlouisfed.org
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@ Points About the U.S. Relative Debt ':

Feaeral Dent Held Dy Tre Pubibc .

Percertage of Gross Domestic Product
120

N946—1974

0

o
1810 1 1850 1890 o 1970 2000

1. Relatlve debt peaked durmg WWII (106%) foIIowed by a steady
decline until the 1980s.

2. Prior to 1983, relative debt rose purposefully (wars, recessions,
public investment) and then fell.

3. What can we learn from the 46-74 period, where the relative debt

fell continuously?
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Blue Line Rate on 10-Yr Treasury Bonds; Red Line Relative Debt ..
FRED 4/ — Federal Debt Held by the Public as Percent of Gross Domestic Product (left) @
— Market Yield on U.S. Treasury Securities at 10-Year Constant Maturity (right)
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Shaded areas indicate U.S. recessions. Sources: OMB; St. Louis Fed; Board of Governors fred.stlouisfed.org
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FRED -~ Blue Line Rate on 10-Yr Treasury Bonds; Red Line GDP growth ...
20 [ |
Shaded areas indicate U_S. recessions. Sources: Board of Governors; BEA fred.stlouisfed.org
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1. Interest rates may not stay this low forever.
In fact, economist don’t really know why
they have fallen to such low levels over the
past 20 years
2. A fiscal crisis should be avoided at all costs.
3. The good news is we may be able to stabilize
the relative debt without running a surplus.
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@clusion

* Recovery was V-shaped!
* GDP will likely expand about 4% in 2022.

* Physical health determines economic health for the economy.
- Variants may well slow our progress: Omicron (see Europe and China)
- Gov’t missteps may also hinder progress.

* Biggest problems:
- Supply chain bottlenecks.
- Labor force participation.
- Russian invasion of Ukraine.
- Falling real wages
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@t Measures of Progress — Conclusion

* Inflation — getting it under control.
* Real wages — need to see progress.

* No further waves of Covid — State and federal plans to address

future outbreaks
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Any Questions? *’
Yy : .
(|
www.NEEDelegation.or;
Jon D. Haveman
Jon@NEEDelegation.org
Contact NEED: info@NEEDelegation.org
Submit a testimonial: www.NEEDelegation.org/testimonials.php
Become a Friend of NEED: www.NEEDelegation.org/friend.php
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www.NEEDelegation.org/LocalGraphs
For every state and county in the United States.
Detailed graphs on employment, housing, moves, and other statistics.
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A\rlilable NEED Topics Include: o 0,
0.0.
* Coronavirus Economics * Immigration Economics ..
* US Economy * Housing Policy
* Climate Change * Federal Budgets
* Economic Inequality * Federal Debt
* Economic Mobility * Black-White Wealth Gap
* Trade and Globalization * Autonomous Vehicles
* Minimum Wages * US Social Policy
AT Epomes SEouanss .
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