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There are signs of recovery, 
but are they real?

GDP growth seems to be coming back 

3.5% GDP 
growth
In the 3rd Q 
of 2009

Other signs of recovery
Credit risk spread is improving = it is no longer 
too expensive for banks to borrow

Lehman Bro. 
failure
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Other signs of recovery

Stock markets Lehman Bro. 
failure

And Others
Industrial production
Corporate profits
Existing home sales, etc.

But many of the positive signs are either 
– reflecting short-term gains from gov’t

programs (ex. Cash for clunkers and 
tax credit for new home buyers) or

– showing more of the “signs of 
bottoming out”
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Where are the jobs?

“Jobless recovery”

So, what kind of recovery 
path will we experience?

Is it shaped like a 

V, U, L, or W?
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It is more likely to be U-shaped, 
but why?
Reason 1: Americans are heavily indebted
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It is more likely to be U-shaped, 
but why?

Reason 2: “No consumer of last resort”

The U.S. craving for consumption 

saved the world economy from regional 

crises

but is blown away while no other 

economy can fill the void

U.S. gov’t needs to be very 
careful about the exit strategy

Policy makers need to carefully remove 

tubes from the sick patient

Eventually raise the interest rate to 

prevent another bubble

Reduce fiscal spending and raise taxes

They must avoid the repeat of the U.S. as 

of 1937 and Japan as of 1997
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Mushrooming Public Debt

No need to panic

What matters is the ability to repay the 

debt

US dollar continues to be the 

international currency 

= no other alternative
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Dollar depreciation can be a 
good sign

Nominal Effective Exchange Rates (2005 = 100)
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What should we do?

Take (economics) courses at PSU!!

In a highly globalized and 
competitive world, firms do not 
rehire workers with the same 
level of productivity as prior to 
the crisis
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On the Crisis from the 
Historical Perspective

John Walker
Professor of Economics
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U.S. Recession Employment Losses
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“Green Shoots” –
“Glimmers of Hope”

• Retail sales start to stabilize: up in January and February, down in 
March and April, up in May and June, slightly down in July (but more 
so if autos excluded.  August and September pushed around by Cash 
for Clunkers, but both up excluding autos.

• Real personal consumer spending was positive in first quarter of 2009, 
negative in the second quarter, expected positive in third quarter.

• Stock market up 45% to 55% from the lows of early March
• Financial stocks (not all) see strong gains
• Credit risk spreads are down, bond markets opening up
• Housing sales may be stabilizing.  Housing affordability is up; credit 

availability is improving
• ISM manufacturing index up for the first 9 months of 2009 (slight down 

in Sept. but still above 50 since August)
• Conference Board Leading Economic Indicators rose for the sixth 

straight month in September.
• $62.5 billion of $787 billion in American Recovery and Reinvestment 

Act of 2009 spent or dedicated at the end of August.

4

Excess Reserves

Source: Board of Governors of the Federal Reserve System

Weekly Excess Reserves (Jan 9, 2008 - Oct 21, 2009)
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Oregon

6

• 11.5% unemployment rate for September 2009 (Sept US rate is 9.8%) is 
up from the latest lowest rate of 5.0% in April 2007. Oregon 
unemployment rate has been around 12% from March thru August.

• 47th fastest job growth at -6.05% for all states for September 2009 over 
September 2008.

• Total nonfarm employment dropped -5.7% year-over-year for the 3rd 
quarter of 2009.  Job losses (S.A.) basically since January 2008 (up 
slightly July 2008, 2009) but have slowed since April. The last five 
months’ losses averaged 4,400 per month versus 13,400 per month 
over the first four months of 2009. 

• -1.4% personal income growth for 2nd quarter of 2009 over 2nd quarter of 
2008. Annualized 2nd quarter 2009 growth at 1.8%.

• Oregon exports fell 34.3% in the 2nd quarter compared to the same 
period last year and finished 2008 up 17% over 2007.  (Export growth is 
positive Q/Q and is expected to follow the global economy)

Recent Oregon Economy Facts
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Oregon and ARRA

Oregon’s allotment is $3.9 billion. Through October 10th, $2.8 billion has 
been awarded with $1.1 billion spent.

Source: www.oregon.gov/recovery
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Historical Comparison

Return to Peak

Peak-to-Trough

% Change

Loss (in 000s)

21 Qtrs20 Qtrs16 Qtrs15 Qtrs5 Qtrs10 Qtrs28 Qtrs8 Qtrs

8 Qtrs9 Qtrs10 Qtrs9 Qtrs3 Qtrs5 Qtrs12 Qtrs5 Qtrs

Duration

(7.00)(5.50)(3.69)(2.01)(0.97)(1.37)(11.50)(2.99)

121.47,586.360.12,657.312.31,498.3123.32,734.3

Employment

OregonU.S.OregonU.S.OregonU.S.OregonU.S.

2008-?? *20011990-911980-821981-82Recession

* Estimates based on Global Insight and OEA forecasts
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Historical Comparison
Oregon Employment Loss by Recession
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Oregon Nonfarm Employment
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Oregon’s Lost Decade?

2000 Q1
1,605,859

2003 Q2
1,567,419

2009 Q4
1,617,351

2010 Q4
1,633,392

2008 Q1
1,737,2732000 Q4

1,627,439
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Unemployment Rate by Region, September 2009
(Not seasonally adjusted for counties)

Source:  Oregon Employment Department Office of Economic Analysis
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Unemployment rate by MSA designations, September 2009
Note: Portland-Vancouver-Beaverton includes Clark and Skamania counties in Washington State
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“Less Bad” Positions is Good…
(3rd Quarter 2009)
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Housing Starts: Oregon & U.S.

Office of Economic Analysis

Housing Starts Index 
(1973-2007 Average = 100)
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Oregon Housing Permits
Oregon Housing Permits (Monthly, SA 3 MMA)
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Residential Building Permits Percent Change
(September Year to Date)

Source: U.S. Census Bureau

Area Total Building 
Permits

Single Family 
Permits

Oregon -44.4% -35.9%
Bend -54.0% -52.1%
Eugene-
Springfield -38.8% -36.0%

Medford -34.7% -25.3%
Portland-
Vancouver-
Beaverton

-58.7% -38.5%

Salem -41.7% -37.0%
U.S. -41.9% -31.2%
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Oregon was Late to the Run Up in 
Prices (Jan 2005 - Jun 2009)

Source: LoanPerformance

Housing Price Index
(12-month percentage changes)
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Leading Indicators
8 of 11 Indicators are Positive

Oregon Index of Leading Indicators
(Six-Month Annualized Percent Change, through September 2009)
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Oregon Exports
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Products

-22.2%1,613.82,073.2

Computer And 
Electronic 
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-34.3%3,417.25,199.0
Total All 
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Y/Y % 
Change2009 Q22008 Q2

Oregon Exports by Industry
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(1Q 1997 - 2Q 2009, current dollars)
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Total Non-farm Employment
(Annual Percent Change)
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Risks to the Forecast…

Downside and Upside…
• Credit Markets
• H1N1
• Export Markets
• Geopolitical
• Initiatives, referendums, referrals, …
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Biennial Growth Rates
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Biennial Growth Rates
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Lottery Data
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For More Information

Office of Economic Analysis
155 Cottage Street NE, U20
Salem, OR 97301-3966
(503) 378-3405
email: oea.info@state.or.us
http://www.oregon.gov/das/oea


