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Key takeaways

e The financial crisis changed everything. A new
vastly different, era has begun.

« High oil prices and inflation elevate recession
risk. Stagflation, anyone?

=

o Washington, advantaged by technology, a wee
$ and Boeing’s backlog, should outpace others
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Human behavior
cannot be predicted.
Distrust anyone who
claims to know the

future, however dimly.
The Zurich Axioms

Key takeaways (continued)

« A two-speed global recovery continues, led by
developing-emerging economies.

e U.S. economic growth remains stunted; housin
and job markets remain tepid.

« Uncertainty about policy keeps corporate
America sitting on record amounts of cash.
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Normal, old and new

Globalization = Protectionism

Laissez faire banking ~ ® Bankingre-regulation
Debt-led consumption ~ * Fear-based savings
Smaller role for gov't = Larger government role
Worry aboutdeflation = High risk ofinflation

US GDP growth >3% ® US GDP growth ~ 2%
Modest tax burden = Higher tax burden

Bill Gross and Mohamed El-Erian, PIMCO, May 2009
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What recession?
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U.S. unemployment rates

8" Broad definition:

6 Involuntary part-time

"7 'marginally attached, Headline

27 etc:15.9% rate: 8.9%
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Recessions and the Evergreen Stg

Per cent employment change following U.S. economic peaks
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Recessions and the Evergreen Sta
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Washington payroll employme
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Boeing backlog by moc
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Busy, busy at the 'Lazy

Years to deliver backlog at current/guesstimated production

787 (20 per month*) 7.1

747 (1.25 per month*) 6.7

737 (31 per month) 58

767 (1 per month*) 42 Through Dec 2010
Data: Boeing

777 (6 per month) 35 “Guessimate'




Exports per persc

Washington $7,781
Louisiana $7,261
Texas $6,577

Vermont $5,178

Delaware $4,871

Data: WISERTrade (for 2009)

Population growth to July 2009
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Basic 2011 forecast:
Partly cloudy, but fairer
weather. Washington will
outperform thanks to Boeing
backlog, strong exports, in-
migration, weak $.

What to monitor in "11:
v" U.S.-China relations

v Value of the dollar

v Sovereign risk

v’ Interest rates

v’ Global growth rate




