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* Honorary Board: 47 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: 500+ 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: 45 Ph.D. Economists
- Aid in slide deck development
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* US Economy 0.
* Immigration Economics
* Climate Change
* Housing Policy
* Economic Inequality
* Federal Budgets
* Economic Mobility
* Federal Debt
* US Social Policy
* 2017 Tax Law
 Trade and Globalization
* Autonomous Vehicles
e Trade Wars
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* This slide deck was authored by: L

- Scott L. Baier, Clemson University
- Jon D. Haveman, NEED
- Geoffrey Woglom, Amherst College (emeritus)

* This slide deck was reviewed by:
- Jon Haveman

* 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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* Where is the Economy today?
* What have been the effects of policy?
* What are the risks to a rapid recovery?
AT NoionNak Eaonome :
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@: nding Has Collapsed oJece,
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Percent Change in All Consumer Spending* .
Qe e e ey e L

Aug30,2020

/. NATIONAL ECONOMIC https://tracktherecovery.org/
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At least initially, spending
A . Percent Change in Time Spent Outside Home*
collapse is due to public sy sy e e

health restrictions and e
nervous households.

Total Outside
Home.

Over time, loss of income
also plays a role
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FRED 4/ — Real Gross Domestic Product FRED -~/ — unemployment Rate i
— Real Potential Gross Domestic Product ~— Total Unemployed, Plus All Persons Marginally Attached to the Labor Force, Plus Total
Employed Part Time for Economic Reasons, as a Percent of the Civilian Labor Force Plus All
Persons Marginally Attached to the Labor Force (U-6)

Billions of Chained 2012 Dollars
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Sources: BEA, CBO myf.red/g/vrii Source: U.S. Bureau of Labor Statistics myf.red/g/vrhy
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* There were no short-run macro problems at the start of the crisis
* The only obstacle to a quick recovery is damage that is being done
while the pandemic continues
* Possible damage: economic disruptions due to prolonged job losses
and business failures
AT NoionNak Eaonome 0
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* Monetary Policy acted quickly and effectively to prevent a financial

market meltdown and keep credit flowing. But the Fed lends and
does not spend.

* Fiscal policy acted quickly, but inevitably made some mistakes.
- Stimulus Checks, A ($268b)
- Expanded Unemployment, B ($268)
- Paycheck Protection Program, C ($525b)
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Sources of Disposable Income duringn the Pandemic o ®
(at Annual Rates) "
o 103.2%, 83.2%,
A Feb. March April May Juner July p
MW Before Tax Income M Net Taxes and Transfers
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Uses of Disposable Income during the Pandemic L

(at Annual Rates)
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* As Consumption goes so goes the economy (C is 2/3 of GDP)
* Monthly and Quarterly data are expressed at annual rates

* 2020Q2: C = $11,820t; 2020 July: C = $14,694t;24 percent increase.

* So, if consumption stayed at this level in August and stays the same
in September, two-thirds of GDP will be rising at a 24% annual rate.

* This would leave GDP 6% below what it was at the end of 2019
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The Treasure et chanssinaliconsumer spening |

of August 30 202(
lecreased by 10.7% compared to January 20.

tal spending by high-income
y 2020.

Trove of “Real
Time Data”
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High Income

Low Income
Households
Spending is Income
Constrained
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Impact of Paycheck Protection Program on Low-Income Employment '.:
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3 ' PPP Employment=> Cost Per Job Saved
e | Impact: +3% = $340,000
LLl |
c -400/0 7 |
o |
o |
_(C% : 125-475 Employees (Eligible for PPP)
O o | 525-875 Employees (Ineligible for PPP)
-60% I
T T T T T T T T T T T
Feb12 Feb26 Mar 11 Mar 25 Apr 8 Apr 22 May 6  May 20 Jun 3 Jun 17 Jul 1
://opportunityinsights.org/wp- Date
content/uploads/2020/06/tracker-summary.pdf
15
® o oo
0 ) M H .. .. ’. ..
-ns Didn’t Go to the Right Firms ©lele,
(
e °
PETER G. The distributi f PPP | h. t matched levels of ® ®
¥ PETERSON e distribution o 0ans has Not matched levels O .
Founoation unemployment [ |
SHARE OF JOBS LOST AND LOANS DISBURSED (% OF TOTAL)
35% m Share of Total Jobs Lost in April In addltlon, flrst round
30% w Share of Total PPP Loans Disbursed |Oa n s We nt
o disproportionately to
o predominantly white
o Congressional Districts
% 12.7%
10% - 10.4% Bloomberg, 7/30
5% 6.5% 6.5%
4.8%
o L 6% 2.5%
A dation & Arts, Entertai
Food Services & Recreation Technlcal Serwces
(Ss?t;RICsS“U s. zmall Busvr';e‘ss Ser;vc%s' Ag:\ylcr}’vslr:(’l’on‘ P;yche;‘k Prolefnon P!mgrjam bs{P{’;\AP) Re)p:r’, A#m'w:ts ';h oug£VOO7/24/20 July 2020; and S&P
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1. Resurgence of the virus
2. Inability to pass a sufficient stimulus bill
3. Business failures, particularly among smaller firms
4. Damage to State and Local Budgets leading to job cuts
AT NoionNak Eaonome 7
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Major Spending Provisions: 9
* Continue Expanded Unemployment, but at $300 extra per week
* $105b for education, 2/3 for K-12
* $45b for testing, tracing and vaccine production
* Extend PPP at least for the $285b and perhaps more
Sweeteners:
* Business Liability Protection: cannot be sued unless ‘gross
negligence’ or ‘willful misconduct’ can be proved
* Post Office Funding: $10b loan turned into a grant.
NATIONAL ECONOMIC 18
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Second Round $1200 payments, $435b

Reducing $600 per week to $300 per week, $180b.
Flexible aid to State and Local Governments, $1t
Housing and Rental Assistance, $200b
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@usmess Failures %%

* Large Firms (e.g. Brooks Bro. Cirque de Soleil, Hertz, Lord & Taylor):
Ch11 (restructuring) filings are up by 30% through July.
« Small firms (30 million, 47% of all jobs)

- Bankruptcy Numbers Can Be Misleading: Just close the door and turn off the
lights.

- Real Data to the rescue!
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Business Busts ..
Restaurant industry leads with most local business closures
2451
i . Emntr"lnnnl.ngj
Failures particularly 3594
utomotive
hard among Black 4,976
owned firms. 19% oy
closed; 4 times the rate
. . 7.881
of white owned firms. Retall and Shopping Macelanaous
Bloomberg, 8/18
12,695
Rastaurants
Yelp Inc
Data from March 1 fo July 25
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— Nonfarm Private Small Payroll Employmen - onfarm Private ium Payrol ‘
FRED -~ :mpfloym:"t(sto?wlsllry Il Employment (1 - 49)+Nonfarm Private Medium Payroll ® P
64,000 .
Q@
62,000
Between
February and
July, net loss 4
of 5.4m 5 om0
56,000
54,000
52,000
NATIONAL ECONOM'C 2008 2010 2012 2014 2016 2018 2020
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FIGURE 1 "
COVID-19 State Budget Shortfalls Could Be L
Largest on Record
Total state budget shortfall in each fiscal year, in bilions of 2020 dollars
2001 Recession Great Recession COVID-19"
0203 M4 05 03 0 N 2B 0N n
$60 $60
-$105 4110 410
$155
§230
$290
simaled CHPF cal
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Between March and
- July net loss of 1.1m
jobs.
Prospects if there is
o no general federal
aid this year?
Source: U.S. Bureau of Labor Statistics myf.red/g/unHM
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* Major Economic releases between now and November 3 (all at 8:30 AM)
- Weekly, Unemployment Insurance Weekly Claims, Thursdays (DOL)
- Monthly
o Personal Income and Outlays for August, Thursday, 10/1 (BEA)

o The Employment Situation for September, Friday, 10/2 (BLS)
o First Estimate of GDP for 2020, third quarter, 10/29 (BEA)

o Personal Income and Outlays for September, Thursday, 10/30 (BEA)
* Real Time Data: Track the Recovery: https://tracktherecovery.org/
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Any Questions? .

www.NEEDelegation.or;
Geoffrey Woglom
grwoglom@ambherst.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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