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Recession Gives Way to a Fragile Recovery
Monthly payroll employment change, ex Census jobs, ths

Consistent monthly job 
growth of over 150K will 
be necessary to reduce 
unemployment
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The European Debt Crisis Slams Confidence

Sources: Bloomberg, S&P, Moody’s Analytics
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Households and Businesses Deleverage…
Change in household and nonfinancial corporate debt, $ bil

Sources: Federal Reserve Board, Moody’s Analytics

Household liabilities have fallen by $900 
bil since peaking 2 yrs ago
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…And Hiring Is Dormant…

Source: Bureau of Labor Statistics

Number of monthly hires ex Census, ths, SA

Layoffs have abated, but hiring 
has yet to revive, and quits 
remain extraordinarily low
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…As Businesses Remain Exceptionally Anxious

Source: NFIB

Small business confidence index, 1986=100

Consumer confidence similarly 
remains very weak; larger businesses 
are a bit more upbeat
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90 days and over delinquent
In foreclosure 

First mortgage loans, ths

Sources: Equifax, Moody’s Analytics

The Foreclosure Crises Continues on…

Strategic defaults, in which the 
homeowner can reasonably afford their 
mortgage payment but defaults anyway, 
are now over 20% of defaults.
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Case Shiller® Home Price Index: 2000Q1=100

Sources: Fiserv, Moody’s Analytics

…And More House Price Declines Are Coming
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Federal funds rate
Appropriate funds rate

The Federal Reserve Will Remain Aggressive

Sources: Federal Reserve, Moody’s Analytics

$600 bil in additional QE 
through Jun-11.
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Profits Surge and Jobs Should Follow…

Sources: BLS, BEA

Profit growth,
lagged 3 quarters (R)

Job growth (L)

% change yr ago
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Interest coverage ratio

Quick ratio

…Given Solid Business Balance Sheets
Nonfinancial corporate businesses

Sources: Federal Reserve, Moody’s Analytics

The quick ratio is at a record high in the 
data back to 1950.
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Debt service (L)
Financial obligations (R)

Household Debt Burdens are Falling Fast…
% of disposable income

Sources: Federal Reserve, BEA, Moody’s Analytics

At the current rate of deleveraging and 
interest rates, debt service will be back 
to early 90’s lows by this time next year.



-2

0

2

4

6

8

10

12

8

10

12

14

16

18

20

96 97 98 99 00 01 02 03 04 05 06 07 08 09 10

Units (L)
Spent-up/pent-up demand (R)

Sources: BEA, Moody’s Analytics

Light vehicle sales, mil
…And Pent-Up Demand Is Developing…

Trend sales
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Trend 
vacancy

Housing Inventories Have Peaked

Sources: Census, Moody’s Analytics

Vacant homes for sale, for rent and held off market, ths

Housing supply = 600,000
Single-family = 450,000
Multifamily = 100,000
Manufactured = 50,000

Housing demand = 1,350,000
HH formations = 800,000
Obsolescence = 350,000
Second homes = 200,000
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Northeast

Pennsylvania

Pennsylvania Is Less Volatile…
Employment, % change yr ago, 3-mo MA

Source: BLS



…And Has Smaller Hole to Climb Out of
Year in which area regains previous house price peak

Sources: Fiserv, FHFA, Moody’s Analytics

2009 to 2012
2013
2014 to 2018
After 2018

U.S.=2021
Pennsylvania=2013
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