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Large Swings in the Private Sector Balance
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Relationship with Household Wealth

Personal Saving Rate Is Well Below Historical

14

o
°
*

S
o

Regression Line
CEt 1952 - 2009

o oo
<

N
1

Personal Saving Rate
(Pct of Disposable Income)

N
<

A
¢

O LI LI | |

4.0 45 50 55 6.0
Ratio of Net Worth to Disposable Income

*Assumes networth ratio was 4.9x, the same level at year-end 2009.
Source: Department of Commerce. Federal Reserve Board. Our calculations.
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Saving Has “Undershot” for a Long Time
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*Based on a regression of the saving rate onthe ratio of networth to disposable income, 1952-1990.
Source: Department of Commerce. Our calculations.
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Household Financial Balance May Be a
More Useful Measure of Saving

Percent of disposable income Percent of disposable income
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*Based on a regression of the household financial balance (expressed as a percentage of disposable income) on

the ratio of net worth to disposable income, 1952-1990.
Source: Department of Commerce. Our calculations.
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US Postwar History Suggests a Strong Recovery...
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Source: Council of Economic Advisers.
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...But International Housing Bust
Experience Paints a Less Upbeat Picture

Percent change, year ago
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Source: OECD. National data sources. Our calculations.
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ISM and GDP Point to Strong Growth...

Index, Increasing = 50 Percent change, year ago
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(. . _But Much of This Strength Is Probably Driven
By the Temporary Inventory Cycle
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sl Final Demand Has Grown at a Sluggish Pace

Index, recession trough = 100 Index, recession trough = 100
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Source: Macroecanomic Advisers. Department of Commerce. Our calculations.
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Retail Sales Suggest that Final
Demand Growth Might Be Picking Up...

Percent change, year ago Percent change, year ago
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...But the End of the Fiscal Policy Boost
In Mid-2010 Is Likely to Weigh on Growth
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