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Several asset bubbles have burst resulting In a

severe global recession

Real Annual GDP Growth

3.5
1.1 1.4

-3.5
4.8 ]
. 2.5 .
-0.9
B 2008 Global y
2 16

B 2009 :
B 2010 *-J*

W 2011 7
COPYRIGHT © 2009 THE BOEING COMPANY

Source: Global Insight



Credit contraction is amplified by two negative

feedback loops
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Current recession Is deepest in decades

and highly synchronized
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No growth forecast until 2010 for G3

Quarterly Real GDP Growth 2008-2010 (Percent change from a year earlier)
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World, US not forecast see growth over 2008

levels until 2011; Japan, EU not until 2C

Annual Real GDP Level (Index, 2008 = 100)
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World trade Is contracting sharpl
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Global Insight, Monthly Interim Forecast (Apr 2009, data through Feb/Mar 2009)
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Four powerful forces have been unleashed to

stimulate growth

B The substantial decline in energy and commodity prices
has removed a major drag on consumers



2009 oll prices are forecast to be half

2008 levels
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Four powerful forces have been unleashed to

stimulate growth

BThe substantial decline in energy and commodity prices
has removed a major drag on consumers

BThe financial system bailouts are having an impact — risk
spreads in credit markets have shrunk significantly



Credit markets have eased significantly from

last fall, but remain above hi_storic [\V/=

3-Month Libor
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Corporate interest rate spreads remain

elevated

Interest Rate (%)
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Four powerful forces have been unleashed to

stimulate growth

BThe substantial decline in energy and commodity prices
has removed a major drag on consumers

BThe financial system bailouts are having an impact —risk
spreads in credit markets have shrunk significantly

BUnprecedented monetary policy easing — ZIRP;
“guantitative easing” has brought market interest rates
down
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Four powerful forces have been unleashed to

stimulate growth

BThe substantial decline in energy and commodity prices
has removed a major drag on consumers

BThe financial system bailouts are having an impact —risk
spreads in credit markets have shrunk significantly

BUnprecedented monetary policy easing — ZIRP;
“quantitative easing” has brought market interest rates
down

BmMassive fiscal stimulus packages have been proposed in

the U.S. and China — more modest ones in Europe and
Japan



Fiscal stimulus in 2009 and 2010

(Percent of GDP)
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Are these forces having an impact?

BSome sentiment indicators have shown signs that
the global economy may be beginning to stabilize



Commodity prices

Dow Jones-AlG Industrial Metals Index
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Stock markets
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Global Purchasing Managers Index:

Manufacturing

JPMorgan global manufacturing PMI (50 = no change on previous month)
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Global Purchasing Managers Index:

Services

JPMorgan services PMI (50 = no change on previous month)
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Are these forces having an impact?

BSome sentiment indicators have shown signs that
the global economy may be beginning to stabilize

BSigns of confirmation that the activity indicators are
stabilizing needed in the coming months



Will “green shoots” be confirmed In

coming months?

Green Shoots
Personal income increased
Auto sales rebounded modestly in March
Consumer spending increased 1% in 1Q
Core retail sales grew in Jan and Feb
Stock market indexes have bounced sharply

Small decline in the inventory/sales ratio

ISM manufacturing index has stopped
declining

Mortgage applications have increased

New single family home sales rose in
February

Exports rose in February
Mark-to-market rule eased

PPIP to remove impaired assets from banks
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Reasons for Caution
Government support fades after 2Q
Manufacturer incentives at all time highs
Job losses have accelerated
Forecast to decline in March

Earnings for 2HO09 look likely fall below
estimates

Sales are still declining
The current level is still highly contractionary

House price declines are accelerating

Inventories of new homes remain near
record levels

Growth in the rest of the world still weak

Creates disincentive for banks to participate
in the PPIP

Insufficient to recapitalize banking system



Are these forces having an impact?

BSome sentiment indicators have shown signs that
the economy may be beginning to stabilize

BSigns of confirmation that the activity indicators are
stabilizing needed in the coming months

BStabilization in the activity indicators would increase
confidence that the economy has bottomed and the
stage is being set for resumed growth sometime
towards the end of 2009 or early 2010



Reference Series
Source: OECD (http://www.oecd.org/department/0,3355,en_2649 34349 1 1 1 1 1,00.html)

Leading Indicator
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Policy responses are critical to economic

outlook beyond the recession

Hinflation

BProtectionism

BEmerging market capital flows and investment
BProductivity growth
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