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Osher Lifelong Learning Institute, Winter 2022
Contemporary Economic Policy
American University
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Host: Jon Haveman, Ph.D.
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* Vision .I

- 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.
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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: 651+ 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: 49 Ph.D. Economists
- Aid in slide deck development
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@ere Are We?

1-5 Delegates
. 6-10 Delegates
. 11-20 Delegates
B 21+ Delegates
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* 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
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* Contemporary Economic Policy 0‘

- Week 1 (3/11):
- Week 2 (3/18):
- Week 3 (3/25):
- Week 4 (4/1):

- Week 5 (4/8):

- Week 6 (4/15):
- Week 7 (4/22):

US Economy & Coronavirus Economics

Federal Debt (Brian Peterson, Central College)

Trade and Globalization (Alan Deardorff, Univ. of Michigan)
Healthcare Economics (Veronika Dolar, SUNY-Old Westbury)
Economics of Immigration (Jennifer Alix-Garcia, Oregon St. Univ.)
Economic Inequality (Kyle Montanio, Colorado University - Denver)
Economic Mobility (Kathryn Wilson, Kent State University)

- Week 8 (4/29): Discrimination in US Policy History (Jon Haveman, NEED)

- Week 9 (5/6): The Black-White Wealth Gap (Mike Shor, Univ. of Connecticut)

- Week 10 (5/13): The Gender Wage Gap (Mallika Pung, Univ. of New Mexico)
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Federal Debt is Becoming A Problem ®e%°°
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<4 PETERSON The national debt is on an unsustainable path ) (]
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DeBT HELD BY THE PuBLic (% oF GDP) [ |
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SOURCE: Congressional Budget Office, The 2021 Long-Term Budget Outlook, March 2021.
2021 Peter ( D, indatior PGPF.ORG
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Figure 1.1 Where do bicycles come from? . ...
Frame exports . .
Saddle exports China: US$977 million Brake exports [ )
China: US$100 million Vietnam: US$147 million Japan: US$200 million
Italy: US$85 million Italy: US$66 million Singapore: US$172 million .
Spain: US$16 million

Malaysia: US$152 million

Wheel exports Pedal and crank exports
China: US$170 million Japan: US$150 million

Italy: US$28 million China: US$137 million
France: US$26 million Singapore: US$117 million
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srnational Comparison: Health Spending OO
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Dollars (US$). adjusted for differences in cost of living . .
o °®
Total per-capita spending ’ ‘
. Public spending . Private spending . Out-of-pocket spending
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Foreign-born population estimates, 2017 o ..
(
Unauthorized immigrants Lawfulimmigrants )
10.5 million (23%) 35.2 million (77%) e
Categories of the total number
. . . . Naturalized
of immigrants in the United States. citizens
20.7 million
(45%)
Temporary lawful
residents
2.2 million (5%)
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Year: Through 2018
Source: Piketty and Saez, 2003 updated to 2018.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Relative mobility is almost twice as high in o °
Canada o
e
m Probability that a child born to parents in the bottom fifth of
the income distribution reaches the top fifth
Sources: Chetty et al., "Where is the Iand of The geograp. f. mobility in the
United States”(USA); Elanden and Machin, "Up and down the generational income Iadder in Bnitain: Past
changes and future prospects," (UK); Boserup, Kopczuk, and Kreiner, “Intergenerational Wealth Mobility:
Evidence from Ds Ith Records of Three Generations.” (Denmark); Corsk and Heisz, "The
irsenrsions aminge 303 mcans ity o conson men. Evaence om igtsans e sxe” a3 BROOK INGS
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* Slave trade ¢
- The first deprivation. * Homestead Act
. Slavery - Discriminatory distribution of land.
« 40 acres (and a mule) * Land theft and destruction
L - E.g., Black Wall Street — Tulsa, 1921.
- The second deprivation. .
- Discriminatory distribution of land. * GI Bill
 Freedmen’s Bank - Discriminatory access — Levittown
- Lax oversite and dissolution. * Federal Housing Authority
* Jim Crow Laws & Economic Policy - Redlining
- Convict leasing, debt peonage, chain- * And many more.
gang, sharecropping, and lynching.
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The Wealth Gap in 2019 ....
1,200 .‘
¢ 1,000 983.4
% Mean is
o 800+ 7x Greater
o
(2]
% 600+ Median is
2] 8x Great
_§ 400 x Greater
= 2001 188.2
0- .
Mean Median
I \White I Black
Source: Urban Institute, Federal Reserve Survey of Consumer Finances
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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100% Median Weekly Earnings of Women as a Percentage ) [ )
of Men’s Median Earnings )
o5% 1979-2021 o
Gap between men and women’s median earnings has narrowed considerably
90% A
since the late 1970s.
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US Economy and Coronavirus
Economics

Doris Geide-Stevenson, Ph.D.
Weber State University
March 11, 2022

COVID-19
(CORONAVIRUS

DISEASE 19)
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* State of the pandemic |
* The U.S. Economy
- Total Output
- Policy Support
- Labor Market
- Inflation
- Equity Markets
- Housing Markets
- Great Resignation
AT NOTLONA SSoNome v
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State of the Pandemic
NATIONAL ECONOMIC 18
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New reported cases ¢ )
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Hospitalized Deaths

Total Covid deaths in the US: 964,674 (Johns Hopkins Coronavirus Resource Center, March 10, 2022)
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Source: New York Times, March 10, 2022
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How far have Russian troops advanced? ® Py
BELARUS ‘ 9
A RUSSIA
N
| 9
V. oLviv Kylv
UKRAINE
ddesa
200km (g
200 miles
I Area under Russian control
\\ Russian advances Black Sea
[ Russia annexed Crimea in 2014 N
Source: Institute for the Study of War (as of 23:00 GMT, 2 March) [8]s]
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* 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).
NATIONAL ECONOMIC 2
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The U.S. Economy
The Role of the Pandemic versus Policy Adjustments? And what now?
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FRED of — o oo et e prosuce Y
21,000 ‘
20,000
% 18,000
16,000
15000 2009 2010 20m 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
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, but a quick recovery.
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In the United States, as of November 14 2021, total spending by all consumers L ® Y
increased by 24.7% compared to January 2020. ® )
Q3 - Flat [ )
' Week ending ‘
+20 | ’./‘{ 1 Nov 14,2021
| 1
1
+10 : : +24.7%
o : Total Spending
1
1
10° 1
1
1
-20 1
1
30 :
Jun1l Aug 1 Octl Dec1 Feb1 Aprl nl Aug 1 Octl
2021
Jan 20
First U.S. COVID-19 Case
Mar 13
National Emergency Third Stimulus Federal Pandemic
Declared Payments Star Unemployment Benefits
Mar 27 End
CARES Act Enacted
Apr 15
First Stimulus Payments
Start
P NATIONAL ECONOMIC 25
{m EDUCATION DELEGATION
Source: https://tracktherecovery.org/
25
'. ® o oo
. ® o o
Not All Industries Were Equally Harmed ©®¢%¢°%°
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GDP Changes in the United States |
2019 to 2020
104
i | — —1
g ©] wmm o7 —
S 2.3 3.3 ' 5.1 2.8
S -104 ’
5
g -14.5
o 50
-25.1
-30
AN And 2l ve- jon oS n jon e
Manufact? ‘tasu‘ & :?:f?s & W o2 gin %‘\ot et T8 gaucaoan O
Source: U.S. Bureau of Economic Analysis
Produced by: National Economic D (W NEE D org)
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FIGURE I11

A macroeconomic policy experiment in real time

£0% Fiscal stimulus.

B Other stimulus
W Worker support

i Equity,loons, guorantees
4

Monetory stimulus

B Reserve lending

B Asset purchases

© 40
2 360% 353%
o
8
%
g 85%
5 f ] 21.2% 199%
g204 :
N |
50%
0 4 |
us. UK China USS. Federal Bankof European
Reserve England Central Bank

Notes: Allstimul tages ore based For worker support for th ‘spending for Iealy, and Spain

NATIONAL ECONOMIC

27
EDUCATION DELEGATION Source: Vanguard Economic and Market Outlook for 2022:Striking a better balance
27
'. ® o oo
® o o
ployment Changes - US ®e%°%’
) [

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

T

Data is seasonally adjusted. - Source: Labor Department

NATIONAL ECONOMIC

By Ella Koeze

2.1 million jobs
since Feb. 2020
+678,000

in February

+19.9 million
since April 2020

The leisure and hospitality sector gained the most jobs in February.
Change in jobs from January to February, by sector

Leisure and

Education and
services
Construction -+60,000

Retail +36,900

Manufacturing +36,000

State and local .
government 24,000

Data is seasonally adjusted. - Source: Bureau of Labor Statistics - By Ella Koeze

EDUCATION DELEGATION

Source: New York Times, March 4, 2022
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Nonfarm Employment - Pandemic Y
160+ [ |
5_///157.8
152.
» 150 150.4
o
g
o 140
s
= 3.9 Million below February, 2020.
1307 130.5 8.6 Million below where we should be.
1201
Jan-19 Jan-20 Jan-21 Jan-22
Monthly: Through Feb-22
Trend, Jan/10-Feb/20 Forecast Trend
Nonfarm Payrolls
Source: NBER and US Bureau of Labor Statistics. Gray shadlng mdu:ates recession.
Graph by: National Economic Education D on (Wwww.NE on.org)
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FRED /i) = Labor Force Participaton Rate FRED %" = Unemployment Rate ‘
4 150
®
125
]
. " . 100
£, :
14
[
50
]
0 25
09 M m am M am 5 6 i 0 m 0 n m 09 M am m Uik M M 2% M 0% 0] am 1] A2
Shaded areas indicate U S recessions Source: US: Bureau of Labor Statsfcs fred souised org Shaded areas indicate U.S. recessions. Soure: U.S. Bureau of Labor Statisics fred stoisted o
NATIONAL ECONOMIC Unemployment rate is still somewhat misleading. »
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Inflation and Asset Markets
Inflation, Equity Markets, Housing Markets
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Consumer-price index, percent change from a year CPI,12-month change ending in February
earlier 0% 10 20 30 40
5 Used cars and :
7% trucks :
10.0% RECESSION Gasoline
75 J) Energy
50 Electricity :
25 :
0 W Food 1
25\) Apparel g
198285 ‘90 ‘95 2000 05 ‘10 ‘15 ‘20 Shelter 2
Source: Labor Department Source: Labor Department
January 2022 All items: 7.9% - new four decade high
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PCE Relative to No Pandemic Projections Y
Bars reflect the % difference between actual and projected. 26 [ |
F105
o
n
g 8
5} 9
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3
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Jan-20 Jul-20 Jan-21 Jul-21 Jan-22
PCE, Through Jan-22
Actual PCE Projected PCE
Source: U.S. Bureau of Economic Analysis, PCE = All items less food and energy.
Projections assume the PCE was to have grown at 2.0% per year.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
/=, NATIONAL ECONOMIC 3
{m EDUCATION DELEGATION
33
'. ® o oo
® o o
re of Inflation Expectation ®e%°’°
asure o atio pectations ® o o
e o °
e °
e
[
FRED /s e sin e Breakeven Inflation Rate = Difference between @
. ek onoe nominal and real 5-year and 10-year Treasury
constant maturity securities.
30 rﬁ M
Y \K ) Market participants expect around 2.9%
) b}mﬂw of inflation annuall h 10 d
f y over the next 10 years an
Y oMY, ! 9
) ”%a ”W’m \,: ”ﬁﬁ f" 3.4% over the next 5 years.
P, A A M
N W/‘ Inflation expectations are increasing — especially
i W/ after the Russian invasion.
05
00
0747 0180 01847 201901 01847 22001 222047 a0 247 20240
Shaded areas indicate U.S. recessions. Source: Federal Resenve Bank of St. Louis fred stouisfed.og
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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
s ) G" .
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.
p NATIONAL ECONOMIC 3
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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
Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul
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EDUCATION DELEGATION
Source: Jason Furman, PIIE
36

3/14/22

18



L)
® o o
. ®0% %"
ation: Concentrated 0 e’
e o °
..
Building Materials Inflation Used Car Prices
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Monthly: Through Jan-22 Cost-Push 150 Jan-60 Jan-70 Jan-80 Jan-90 Jan-00 Jan-10 Jan-20

Monthly: Through Feb-22

Consumer Price Index Building Materials

Source: U.S. Bureau of Labor Statistics

Graph by: National Economic Education D ion (www.NEED: ion.org) g?g‘r)?‘eb# ﬁét?:r:glau of Labor Statistics gation (www.NEED ion.ora)
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FRED 'xﬁ// — National income: Corporate profits before tax (without IVA and CCAdj) .
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Shaded areas indicate U.S. recessions. Source: U.S. Bureau of Economic Analysis fred.stlouisfed.org
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* Very likely yes, at least through 2022.
 Continued supply chain issues (China, US staff shortages, Russia-
Ukraine conflict)
» Mitigated by decrease in demand (policy support decreased), but
consumers are back to substituting toward in-home consumption
which can create bottlenecks
 Sanctions on Russia will impact energy markets.
AT NOTLONA SSoNome 3
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The Fed's New Dot Plot .q
| ®FOMC members' dot projections for meeting date 12/15/2021
3.00+ ©FOMC dots median
| e Fed funds futures - Latest value
Projection ioezaBr End LongerTeim
Bloomberg @
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* Very likely to raise interest rates faster than expected — especially if
the labor market keeps recovering (fewer demand/supply
imbalances, continued recovery of the labor force participation rate
and low unemployment rate).
AT NATIONAL Economc @
41
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@ ity Markets — Is there still Overvaluation? ®e ore,
0. °
e
FRED -~/ — saps00 .‘
4.800 w-“
W
4,000 W’WMM ﬂ
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= o (\'/”/JV' M//)M
2800 ‘, ,\r”‘/% f,wv"'m‘"/v\w e
. Mﬂw/m:f /\’N\M “\’(J
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).
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Estimated Median Home Value in District Of Columbia Estimated Median Home Value in Utah o
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Source: Zillow Housing Data, https:/www.zillow.com/research/data/ Source: Zillow Housing Data, https://www. zlllow eom/research/data/
Produced by: National Economic Education Delegation (www.NEEDelegation.org) Produced by: National Economic (www. ion.org)
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@mary Topics Covered o

* GDP
- Recovered the decline, but not where it should be.
- Won't recover previous forecast until late 2022. Growth: 4.0%
* Employment
- Still down 8.6 million jobs relative to forecast. (3.9 million relative to Feb/20).
- Labor force is 2.5 million smaller than at the beginning of the pandemic.
- Rising wages are just now starting to entice low-wage workers back to work.
* Inflation
- Going to be high for a while — definitely not transitory.
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* Recovery was V-shaped! .. °

* GDP will likely have expanded 5.5% percent in 2021, about 4% in ¢
2022.

* Physical health determines economic health for the economy.
- Variants may well slow our progress: Omicron.

- Gov’t missteps may also hinder progress.

* Biggest problems:
- Supply chain bottlenecks.
- Labor force participation.

- Russian invasion of Ukraine.
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* Inflation — getting it under control.
* Real wages — need to see progress.
* Workforce participation — need growth here to get GDP growth.
Pay less attention to the unemployment rate.
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Any Questions? oy
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www.NEEDelegation.or;
Doris Geide-Stevenson, Ph.D.
dgsteven@weber.edu
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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