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* Vision .c

- 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)
- 4 Nobel Prize Winners

o Akerlof, Smith, Maskin, Bernanke

 Delegates: 652+ 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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1-5 Delegates
. 6-10 Delegates
. 11-20 Delegates
AK . 21+ Delegates
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* Contemporary Economic Policy

m

- Week 1 (9/21): US Economic Update (Jon Haveman, NEED)
Week 2 (9/28): US Federal Budget (Jon Haveman)

Week 3 (10/5): Monetary Policy (Geoffrey Woglom, Amherst College)
Week 4 (10/12): Federal Debt (Jon Haveman)
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* US Economy * Immigration Economics 0.
* Healthcare Economics * Housing Policy
* Climate Change * Federal Budgets
* Economic Inequality * Federal Debt
* Economic Mobility * Black-White Wealth Gap
* Trade and Globalization e Autonomous Vehicles
* Minimum Wages * Healthcare Economics
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@at Does the U.S. Gov’t Budget Look Like? .‘::::::
Fiscal Year 2022 Budget Summary '.:o
Revenue | Billions| __|Expenditures | Billions [
Income Taxes $2,632 Mandatory $4,010*
Payroll Taxes $1,484 Discretionary S1,787*
Corporate Taxes $425 Interest $475

Other S356

Total $4,896 19.8%/ Totg < $6,272 25.4%
Budget Deficit{$1,375 Billion 5.5%
NATIONAL ECONOMIC
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Source: Monthly Treasury Statement. 9/22 . *Estimates based on OMB Forecasted Breakdown
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FRED ,,!;7 : g;\c‘(;n;z;:etxrxg:::econdaw Market Rate, Discount Basis .
. — Effective Federal Funds Rate Blue is the fed funds
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bank lending rate.
Red is the rate on 3
month Treasuries.
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Shaded areas indicate U.S. recessions. Sources: Board of Governors; New York Fed fred.stlouisfed.org
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@ Federal Debt is Becoming A Problem ©lele,
pg PETER G. ) . . .. (]
EEJNEﬁ?g'! The national debt is on an unsustainable path e
)
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* Please submit questions of clarification in the chat.
- I will try to handle them as they come up.
* We will take a 10 minute break in the middle.
* We will do a verbal Q&A once the material has been presented.
* Slides will be available from the NEED website shortly after the talk
(https://NEEDEcon.org/delivered_presentations.php)
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US Economic Update

OLLI - Santa Clara University

Septem ber 21, 2023 S ;lllcoq}rglle,yank
Jon Haveman, Ph.D. g h—————————
NEED - B ‘ INBRINKS
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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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* About the U.S. Economy
* Economic Indicators
* Inflation/Federal Reserve
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@me Basic Statistics, September 2023 'o’.:..
.. ..
Population 335.3 Million
Labor Force 167.8 Million
Employment 155.4 Million
Gross Domestic Product (GDP) $26.8 Trillion
Income per Capita $67,911
Ave. Hourly Earnings $33.82
NATIONAL ECONOMIC 15
EDUCATION DELEGATION Source: fred.stlouisfed.org
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Economy in Global Perspective 0 e,

HONG KONG $0.34T 0.43%
SINGAPORE $0.32T 0.41%
‘ < SOUTH

MALAYSIA SO3IT 0.4%

U.S. Nominal GDP: e
$21.538 trillion in 2019-Q4

$19.637 trillion in 2020-Q2
$26.819 trillion in 2023-Q2

% Share of the Global Economy * sasar [ Nie

. NIGERIA $0.37T 0.47%
: =
The 173 countries outside the top 20 make up less than a fourth BIN\eET EE SOUTHAFRICA SO.357 0.44%
' L FINLAND $0.25T 0.32%
of the total global economy. o ECYPTSOZAT.03%
DENMARK $0.32T 0.41%

Article and Sources:

AUSTRIA $0.42T 0.52%

LATIN AMERICA
AND CARIBBEAN
MIDDLE EAST
EUROPE
ASIA
NORTH AMERICA

https;/howmuch net/articles/the-world-economy-2017 h h net
: p Pt owMmuc
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GDP Shares in the United States e
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Employment Shares in the United States o e
2022-Q4
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Note: Does not add to 100% because of omitted sectors.
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Employment Shares: Santa Clara County, California, and the U.S. o e
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Employment Shares: San Mateo County, California, and the U.S. e <
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More Local Charts
www.NEEDEcon.org/LocalGraphs
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Economic Indicators
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G.D.P. Report Shows a Drop,
Fanning Fears of a U.S. Recession
- Akey measure of econ~ ‘¢ output fell for the
second straight que- .+* ng fears that the
United States ¢~ @ .cering a recession.
- Gross dom~ 6(\ «uct, adjusted for inflation,
fell 0.2 pc O\ . the second quarter, the
equivalent . . a 0.9 percent annual rate of
decline. Follow updates.
NATIONAL ECONOMIC .
EDUCATION DELEGATION
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@P. Quarterly Growth olele,
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40.01 Q3-2022:3.2% ..
o Q4-2022:2.6% e
L Q1-2023: 2.0%
3 2001 Q2-2023: 2.1%
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R 1990-2007 Ave:3.00 2010-19 Ave: 2.25
-40.0- T T T T T T T T
Q1-90 Q1-95 Q1-00 Q1-05 Q1-10 Qi1-15 Q1-20 Q1-25
Quarterly: Through Q2-23
Source: Bureau of Economic Analysis. Gray shading indicates recession.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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S
= A 19.8 - $0.3 Trillion below 2019 forecast.
19,04 ) - S$1.4Trillion ABOVE 2019-Q4 level.
Q3-19 Q3-20 Q3-21 Q3-22 Q3-23
Quarterly, Through Q2-23
Actual GDP Projected GDP
Source: Bureau of Economic Analysis. Projected GDP is a continuation of the 2011-2019 trend.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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* Expenditures drive GDP growth.
- GDP is the sum of four categories of spending:
o Consumption
o Investment
* Plant and equipment, residential real estate, and inventories.
o Government spending
o Net Exports: Exports — Imports
* GDP = Consumption + Investment + Government + Net Exports
NATIONAL ECONOMIC
m EDUCATION DELEGATION »
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@ote on Imports and GDP ®

* GDP = Consumption + Investment + Government + Net Exports
- Net Exports = Exports — Imports

* Gives the impression that IMPORTS are bad for GDP

- They are not.

- They are merely subtracted from the equation because the measurement of
consumption, investment, and government all include imports.

* Calculating Gross DOMESTIC Production must exclude IMPORTS
- It is merely an accounting identity.

NATIONAL ECONOMIC
EDUCATION DELEGATION
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I Government (17%)
25.01 I nvestment (17%)

I Consumption (68%)
I Exports (10%)
I imports (-13%)

)
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o o
1 1

10.0+

Trillions of Dollars

o
o
1

0.0+

-5.0

Quarterly: 1947 through Q2-23
Source: U.S. Bureau of Economic Analysis

Produced by: National Economic Education Delegation (www.NEEDelegation.org)
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Quarterly: Through Q2-23
I Consumption (1.12) ‘
Source: Bureau of Economic Analysis. Gray shading indicates recession.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Monthly: Through Jul-23
Source: NBER and BEA. Gray shading indicates recession
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Trend, Jan/60-Dec/07 Forecast Trend (633.9)
Retail Sales (697.6)
Source: NBER and BEA. Advance Retail Sales: Retail and Food Services, Total. Gray shading indicates recession.
Growth: 1.4 (Month), -1.1 (Year), 2.8 (5-year), 2.7 (10-year), 1.8 (20-year)
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Trend, Jan/10-Feb/20 Continuation of Trend
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Source: NBER and US Bureau of Labor Statistics. Gray shading indicates recession.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Graph by: National Economic Education Delegation (www.NEEDelegation.org)
ﬂ NATIONAL ECONOMIC 20
/ﬂT’ EDUCATION DELEGATION
40

20



9/21/23

'. ® o o oo
® o o
me Explanations ®e%°°
P ® oo
e o °
The Recovery of Labor Supply Has Stagnated This Year and S to Be R i Out of Steam . ..
Percent Labor Force Participation Rate Decomposition Percent ® °®
65 =LFPR Exits by 16-24 Year Olds 65 e
m Exits by 25-54 Year Olds m=mEarly Retirements
64 = Demographic Exits L 64
900k
1.4nn
62 !
- 82
61 -
61
60 -
500 Thousand: Long COVID Exits 60
59 -
s8 1-2%: Long Social Distancing - 59
57 58
Jan-19 Sep-19 May-20 Jan-21 Sep-21 May-22
Source: Goldman Sachs Global Investment Research, Department of Labor
NATIONAL ECONOMIC a
EDUCATION DELEGATION
'. ® o o oo
.. : ° 0. o. °
»
:£ley Boomers Are Retiring! OCH
o ©
: . . o °
Change in Working Age Population (25-64) o °
0.0 Lo o
[ |
7 * 5
§ -0.5 g
< -+ 98
B e
2.0 -6 S
g 82
0 g OB
3 151 3o
2 L10
-2.01
--12
T T T T T
2005 2010 2015 2020 2025
Year: Through 2022
I- Annual Decline Total Decline (-10.8 or 6.8%)
Source: NEED calculations from the American Community Survey.
Graph by: National E: Education Delegation (www.NEEDelegation.org)
#®, NATIONAL ECONOMIC w
/ﬂT’ EDUCATION DELEGATION

21



9/21/23

® o
.. .:.:o:
@ge Growth %%
e o °
o ..
Average Hourly Earnings of All Employees ..
Total Private e
10.04
5.0 4.3

0.0

1 LV e
\/\'\v/

% Change - Year over Year

-5.01
Jul-20 Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24

Monthly: Through Aug-23

Real Nominal

Source: NBER and BLS. Gray shading indicates recession.
Graph by: N E Education Dy (weor NEED: org)

NATIONAL ECONOMIC 3
EDUCATION DELEGATION

¥ 0 ¢ o0
. ® o o o
@mpensatlon Growth: Not Great, but OK '.:.:.:
P )
Nonfarm Business Sector: Real Compensation Per Hour ...
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Gray shading indicates recession.
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 Continues to chug along

GDP growth has been consistent with the last decade.

o But not really catching up to where we should be.

Employment continues to grow, but slowing

o Hampered by lots of baby boomer retirements!

o Labor force is still too small.

would have been.
Inflation.....

NATIONAL ECONOMIC

Wages are up in inflation adjusted terms, but probably not as much as they
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Monthly changes in August o .. ..

Gasoline (all types) +10.6% . .

Fuel oil

Airline fares

Motor vehicle insurance

Motor vehicle maintenance and repair
Meats, poultry, fish and eggs
Hospital services

Allitems

Medical care commodities

Tobacco and smoking products
Cereals and bakery products

Rent of primary residence

Food away from home

All items excluding food and energy
New vehicles

Electricity

Apparel

Piped utility gas service

Physicians’ services

Alcoholic beverages

NATIONAL ECONOMIC

+9.1
+4.9
+2.4
+1.1
+0.8
+0.7
+0.6
+0.6
+0.6
+0.5
+0.5
+0.3
+0.3
+0.3
+0.2
+0.2
+0.1
+0.1

n.c.

-0.2% Fruits and vegetables
-0.2 Nonalcoholic beverages

-0.4 Dairy products
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CPI Relative to No Pandemic Projections o ®
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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. e
.I
Demand-Pull Cost-Push Built-In
EXCLUSIVE | BALLOONS T
SNEAKERS $10 f‘ -
S $150 [
32¢ -~ 1T Lt
- | | T
s | -
'8 24 HELIUM T 1 waces
N PRICES |
' $20 520 - »
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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Daily, through 9/18/23
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Source: U.S. Bureau of Labor Statistics, U.S. Energy Information Administration
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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at is Happening With Oil Prices? ©lele,
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* First, global economy is stronger than anticipated.
- Except for China.
- Recession is EU will be shallower than expected.
* Second, inflation in the US is slowing.
- Reduced expectation of a recession.
* Finally, OPEC+ has restricted supply.
- In support of Russia?
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EDUCATION DELEGATION
59
® o
. L] - .. .:.:.:
Have Particularly High Gas Prices! OO
The average price of regular unleaded gasoline per gallon in each area is indicated by a color code. . .. .
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Year-over-year change in consumer prices in the eurozone o ..
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Global Supply Chain Pressure Index Y
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Standard Deviation from Average Value
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Monthly, through Aug-23

Source: Federal Reserve Bank of NY. Gray shading indicates recession.
Higher values correspond to more pressure on the supply chain.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Import Price Changes: Year over Year ..
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* Excuseflation o d

- “The cost of my inputs is going up, so | have to raise my prices.”

)

- You rarely hear: “I’'m lowering my prices because costs are going down.”

* Premiumization
- Taking your product and spicing it up so that you can raise your margins.

* Together, have led to a Profit-Price Spiral
- Raising prices to cover costs plus a little extra.
- Raising margins with extra frills.
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* Supply Chain issues were significant — less so now. L |
* Import price inflation was high — negative now.
* Composition of spending changed significantly.
- Is now bouncing back, as are prices.
* Corporations have used the cover of inflation to raise prices more.
* But there was too much total spending.
- Fiscal stimulus led households to increase saving over 2021 by more than $2 trillion. Strong
retail sales numbers suggest they are prepared to spend it.
* Whose to Blame: ARP possibly too big, but the Fed could have acted sooner.
* Bottom line: Recovery from a dramatic economic disruption is seldom painless.
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What'’s the Fed Doing Ab It?
at’s the re oing out It:
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* Investment borrowing
* Home loans - tied to 10-year Treasury
* Car loans
* Credit cards
* Savings accounts — positive
* And more....
* All of which slows the economy.
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* Is a recession on the horizon? 0.0
- Unlikely, but shallow if it happens. e

0 2023-Q2 GDP growth was ok!
* Inflation has been tamed.
* Fed is slowing its activity.
* Threats to continued growth:

- UAW Strikes — if prolonged.
- Government budget negotiations.
o Shutdown?

NATIONAL ECONOMIC

- Many indicators are still in the black.

- If inflation starts to rise again, which seems unlikely.
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@nk you!

Any Questions?

www.NEEDEcon.org
Jon Haveman, Ph.D.
Jon@NEEDEcon.org

Contact NEED: info@NEEDEcon.org

Submit a testimonial: www.NEEDEcon.org/testimonials.php

Become a Friend of NEED: www.NEEDEcon.org/friend.php
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