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Previous
Date Indicator For Estimate Consensus* Period
04-May-2015 ISM New York Apr NA NA 50.0
04-May-2015 Factory Orders Mar 1.6% 2.1% 0.2%
05-May-2015 Trade Balance Mar -$41.5B -$39.8B -$35.4B
05-May-2015 ISM Non-manf. Composite Apr 55.9 56.2 56.5
06-May-2015 ADP Employment Change Apr 187K 185K 189K
06-May-2015 Nonfarm Productivity 1QP -2.0% -1.8% -2.2%
06-May-2015 Unit Labor Costs 1QP 4.5% 4.0% 4.1%
07-May-2015 Challenger Job Cuts YoY Apr NA NA 6.4%
07-May-2015 Initial Jobless Claims May 2 280K NA 262K
07-May-2015 Consumer Credit Mar $15.8B $16.0B $15.5B
08-May-2015 Change in Nonfarm Payrolls Apr 215K 230K 126K
08-May-2015 Change in Manufact. Payrolls Apr 3K 6K -1K
08-May-2015 Unemployment Rate Apr 5.4% 5.4% 5.5%
08-May-2015 Average Hourly Earnings MoM Apr 0.2% 0.2% 0.3%
08-May-2015 Average Weekly Hours All Employees Apr 34.5 34.5 34.5
08-May-2015 Wholesale Inventories MoM Mar 0.2% 0.3% 0.3%
08-May-2015 Wholesale Trade Sales MoM Mar 0.5% 0.5% -0.2%

*Consensus from Bloomberg

U.S. Growth Has Slowed; Transitory or Not?
Well it's official. The Q1 preliminary GDP report, released
this week, showed the broad extent of the economic
damage from a combination of a rising dollar, drop in oil
prices, and another winter for the record books. The
guestion now is how much of the growth slowdown over
the last two quarters is due to transitory impacts from bad
winter weather, or timing issues on the negative and
positive impacts from lower oil prices? And how much
may be due to more structural problems-a combination of
the stronger dollar and weak global economy, or evolving
demographic and productivity changes that could weigh
on U.S. economic growth for a much longer time.

Until we get more post-winter data, it will be difficult to
disentangle the temporary from the more permanent. |
expect this will keep the FOMC cautious and data-
dependent throughout the second quarter. All we know at
this time: The first quarter was another incredibly weak
quarter for the U.S. economy, and the second quarter is
shaping up to be another disappointment as well.

Let’'s take a look at some of the lowlights. First, the U.S.
consumer has failed to sustain the fourth quarter’s roaring
pace of expansion. As you can see from the following
chart, consumer spending has remained moribund
despite fleeting spurts of rapid durable goods spending.

Where Are U.S. Consumers When You Need Them?
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The discussions and information contained in this document are the opinions of BOTW chief economist Dr. Scott Anderson and economist Myasnik “Nik” Poghosyan and
should not be construed or used as a specific recommendation for the investment of assets, and is not intended as an offer, or a solicitation of an offer, to purchase or sell any
security or financial instrument. Nor does the information constitute advice or an expression of the Bank’s view as to whether a particular security or financial instrument is
appropriate for you or meets your financial objectives. Economic and market observations and forecasts, such as those offered by Dr. Anderson and Poghosyan, reflect
subjective judgments and assumptions, and unexpected events may occur. There can be no assurance that developments will transpire as forecasted. Nothing in this
document should be interpreted to state or imply that past results are an indication of future performance.
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After jumping to a 14.1% annualized pace in the second
quarter last year, durable goods spending has been
slowing and fell to a crawl of only 1.1% growth in Q1
2015. Non-durable goods spending fell 0.3%, and even
services spending growth slipped more than a
percentage point to 2.8% from 4.3% growth in the fourth
quarter. Low gas prices failed to inspire consumers to
open their wallets, though poor weather probably
contributed. Now gas prices and interest rates are
creeping higher, which if sustained could begin to
temper our consumer spending forecasts for the rest of
the year. A consumer spending rebound will be the key
to a stronger second-half economy. If the consumer
doesn'’t step up the spending pace soon, those forecasts
will be in jeopardy. On that front, the plunge in April
consumer confidence doesn’t bode well for a robust start
to the second quarter.

Consumers Losing Their Confidence?

Conference Board's Consumer Confidence Index
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The consumer’s failure to launch is troubling, but even
more troubling is the sharp drop in business investment in
the first quarter. Non-residential fixed investment dropped
at a 3.4% annualized pace in the first quarter, the worst
quarter for business investment since the “Great
Recession.” Structures investment plunged at a 23.1%
annualized pace as energy investment hit a brick wall.
Equipment spending was generally flat, in part a reflection
of profit troubles due to a rising dollar and dropping
exports and industrial production. The seventh
consecutive monthly drop in non-defense capital goods
orders excluding aircraft has prompted me to scale back
my forecast for non-residential fixed investment in the
second quarter to a nearly flat +0.3%.

Business Investment Drops Most Since Great Recession

Real Private Nonresidential Fixed Investment
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Lastly, on the trade front, goods exports dropped at a
13.3% annualized pace last quarter, and the U.S. trade
deficit is worsening again. The increase in the trade deficit
last quarter alone subtracted 1.3 percentage points from
U.S. GDP growth. Since the fourth quarter of 2013, the
U.S. trade deficit has widened by $138 billion, even with
the plunge in oil imports and prices. There is little
prospect for relief over the near term as the dollar's
appreciation over the past year is probably now just
starting to be felt.

The Trade Deficit Is a Real Drag
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Bottom line: | see too many reasons to remain cautious
on the U.S. economy’s growth prospects during the
second quarter. We lowered our real GDP growth
estimate for the second quarter to 2.0% this week from
2.9%, due to the weaker-than-expected Q1 GDP print and
a poor March durable goods orders report that has
prompted scaled-back expectations for business
investment and net exports in the second quarter.

The discussions and information contained in this document are the opinions of BOTW chief economist Dr. Scott Anderson and economist Myasnik “Nik” Poghosyan and
should not be construed or used as a specific recommendation for the investment of assets, and is not intended as an offer, or a solicitation of an offer, to purchase or sell any
security or financial instrument. Nor does the information constitute advice or an expression of the Bank’s view as to whether a particular security or financial instrument is
appropriate for you or meets your financial objectives. Economic and market observations and forecasts, such as those offered by Dr. Anderson and Poghosyan, reflect
subjective judgments and assumptions, and unexpected events may occur. There can be no assurance that developments will transpire as forecasted. Nothing in this
document should be interpreted to state or imply that past results are an indication of future performance.
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Major Economic Indicators

History Forecast Yr/Yr % chg or Annual Avg.
Economic Data 2014.1  2014.2 2014.3 2014.4 |2015.1 2015.2 2015.3 2015.4 |[2016.1 2016.2 2016.3 2016.4 2013 2014 2015 2016
Real GDP* 2.1 4.6 5.0 2.2 0.2 2.0 2.9 2.9 2.7 2.8 2.7 2.7 2.2 2.4 2.3 2.8
Personal Consumption Expenditures* 1.2 2.5 3.2 4.4 1.9 3.8 3.5 3.4 3.1 3.1 2.9 2.8 2.4 2.5 3.3 3.2
Non-residential Fixed Investment* 1.6 9.7 8.9 4.7 -3.4 0.3 5.0 5.0 4.7 4.6 4.6 4.2 3.0 6.3 2.6 4.5
Private Housing Starts (000s units) 925 985 1,030 1,063 969 1,040 1,101 1,133 1,145 1,170 1,230 1,250 930 1,001 1,061 1,199
Vehicle Sales (mill. Units, annualized) 15.7 16.5 16.7 16.8 16.6 17.1 17.2 17.2 17.2 17.2 17.3 17.3 15.5 16.4 17.0 17.2
Industrial Production* 3.9 5.7 4.1 4.6 -1.0 2.0 3.3 3.2 3.4 3.4 3.4 3.4 2.9 4.2 2.4 3.3
Nonfarm Payroll Employment (mil.) 137.8 138.6 139.4 140.2 141.0 141.8 142.7 143.5 144.3 145.1 145.9 146.6 136.4 139.0 142.3 145.5
Unemployment rate 6.6 6.2 6.1 5.7 5.6 5.4 5.2 51 5.0 4.9 4.9 4.9 7.4 6.2 5.3 4.9
Consumer Price Index* (percent) 2.1 2.4 1.2 -0.9 -3.0 1.7 1.9 1.9 1.9 1.9 2.0 2.1 15 1.6 0.1 1.9
"Core" CPI* (percent) 1.8 2.2 14 15 1.9 1.8 1.8 1.9 1.9 19 2.0 2.0 1.8 17 1.8 1.9
PPI (finished goods)* (percent) 4.1 3.5 0.4 5.1 -11.5 0.3 1.0 1.1 1.3 1.3 1.4 14 1.2 1.3 0.3 1.8
Trade Weighted Dollar (Fed BOG, major) 76.9 76.4 77.5 82.2 89.3 91.0 91.4 91.7 91.0 91.8 92.5 92.4 76.1 78.3 90.9 91.9
Crude Qil Prices -WTI ($ per barrel) 99 103 98 73 49 56 57 58 62 63 64 65 98 94 55 64

*Quarterly Data Percent Change At Annual Rate; Annual Data Year-on-Year % Chg, or Annual Average.

History Forecast Annual Average

Financial Data 2014.1  2014.2 2014.3 2014.4 |2015.1 2015.2 2015.3 2015.4 |[2016.1 2016.2 2016.3 2016.4 2013 2014 2015 2016
S & P 500 1,835 1,900 1,976 2,009 2,064 1,644

Dow Jones Industrial Average 16,177 16,604 16,954 17,345 17,808 15,010

Federal Funds Rate (effective) 0.07 0.09 0.09 0.10 0.11 0.13 0.21 0.46 0.88 1.13 1.38 1.71 0.11 0.08 0.23 1.27
Treasury-3 Month Bills (yield) 0.05 0.03 0.03 0.02 0.02 0.05 0.11 0.36 0.78 1.03 1.28 1.61 0.06 0.03 0.14 1.18
Treasury-2 Year Notes (yield) 0.37 0.42 0.52 0.54 0.60 0.65 0.88 1.08 1.55 1.85 2.10 2.43 0.31 0.45 0.80 1.98
Treasury-5 Year Notes (yield) 1.60 1.66 1.70 1.60 1.46 1.53 1.72 2.00 2.44 2.64 2.89 3.02 1.17 1.63 1.68 2.75
Treasury-10 Year Notes (yield) 2.77 2.62 2.50 2.28 1.97 2.17 2.35 2.51 2.71 2.84 2.95 3.18 2.35 2.54 2.25 2.92
Treasury-30 Year Notes (yield) 3.68 3.44 3.27 2.97 2.55 2.75 2.90 3.05 3.16 3.27 3.40 3.53 3.44 3.34 2.81 3.34
Prime Rate 3.25 3.25 3.25 3.25 3.25 3.25 3.33 3.58 4.00 4.25 4.50 4.83 3.25 3.25 3.35 4.40
Libor 3-Mo. U.S. Dollar 0.26 0.25 0.24 0.25 0.30 0.27 0.33 0.58 1.00 1.25 1.50 1.83 0.28 0.25 0.36 1.40
Mortgage-30 Year (yield) 4.36 4.23 4.14 3.96 3.72 3.92 4.16 4.30 4.52 4.65 4.76 4.99 3.98 4.19 4.02 4.73
BAA Corporate (yield) 5.12 4.82 4.74 4.73 4.50 4.62 4.70 4.87 5.05 5.20 5.32 5.55 5.10 4.86 4.68 5.28

Source: Bank of the West Economics, Bloomberg, Federal Reserve



