OUTREACH & EDUCATION

Upstate New York Regional Advisory Council Meeting
Federal Reserve Bank of New York
33 Liberty Street
10F, Paul Volcker Boardroom
Wednesday, June 1, 2016

AGENDA

10:30am Introductory Remarks
Jack Gutt, Executive Vice President

10:40am-11:10am The National Economy
Richard Peach, Senior Vice President

11:10am-11:30am Regional Update
Jaison Abel, Research Officer

11:30am-12:00pm International Update
Matthew Higgins, Vice President

12:00pm Adjourn to NWCR-10F
12:15pm Lunch
12:15pm-1:55pm Round Table Discussion with

William Dudley, President
Questions for discussion with President Dudley:

Your experience and that of your customers and suppliers can
give us insight into current economic conditions.

1. Has your firm experienced an increase in demand in recent
months?

2. Has demand for your product or service increased
sufficiently that you increased or plan to increase employment
in 20167

3. Has demand for your product or service increased sufficiently

that you plan to increase investment in plant and equipment in

20167

Has your access to credit changed in 2016?

How is the labor market in meeting your needs?

SRR

2:00 pm Adjourn
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Overview

US economic growth slowed over the past year due primarily to
substantial dollar appreciation and weaker global growth.

— Consumer spending and housing continued to be the engines of growth for the US
economy.

— Growth of business fixed investment slowed substantially, due in part to the sharp
contraction in oil and gas drilling activity.

— Net exports exerted a substantial drag.
— Inventories high relative to sales.

Nonetheless, labor market conditions have continued to improve.

— Labor market is showing classic signs of being at or near full employment.

Core inflation has moved up of late.
— Rent inflation continues to edge higher.
— Health care price inflation has moved higher.
— Rate of decline of core goods prices has slowed.
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@og Inventory/Sales with Trend Component (HP, 1600)
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‘Baker Hughes US OIl Rig Count
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‘Real Wage & Salary Income versus Real PCE
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g—lousing Starts
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@Single Family Housing Market
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@—Iousehold Formations
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‘Credit Score at Mortgage Origination: All First Mortgages
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‘Bank Assets: Domestically and Foreign Chartered Banks
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i Equipment Investment Spending and Capacity Utilization
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‘Real Government Consumption and Gross Investment
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@abor Market Indicators

Percent Percent
68 12
66 4 10

Labor Force

Participation Rate
64 (Left Axis) A 18
62 4 6
Employment-Population

60 Ratio 1 4

Unemployment (Left Axis)

Rate

58 (Right Axis) {1 2
56 ] ] ] ] ] ] ] ] ] ] ] ] ] ] O
2000 2002 2004 2006 2008 2010 2012 2014 2016
Source: Bureau of Labor Statistics, 5

via Haver Analytics

Note: Shading shows NBER recessions.


Presenter
Presentation Notes
Updated on 2016-05-23 by Katie Strair 


' Labor Share of National Income and Unemployment

Percent Rate
70 12
Labor Share of
National Unemployment 1 10
Income Rate
(Left Axis) “ (Right Axis) | g
65 | J v\' 1 6
\“ ‘/

™ | 4

4 2

60 PN TR N NN A N T NN N TN T [N T T [N NN N T N T T NN N WA T N N T TN NN T T TR NN TN N (NN N N T NN TN NN NN N T NN NN T N N NN T AN O
Lo (@) o N~ i Lo ()] (Qp) N~ — Lo (@)] ™ N~ — O
Lo Lo O O N~ N~ N~ (00 0 (@) (@) (@) o o — —
(@) (@) (@) (@) (@) (@) (@) (@) (@) (@) o (@) (@) o o o
— — — — — — — — — — — —i AN (Q\| AN (Q\|

Source: Bureau of Economic Analysis, BLS

Note: Shading shows NBER recessions.


Presenter
Presentation Notes
Updated on2016-05-23 by Katie Strair


@CE Deflator
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Note: The underlying series *are* SA, as BEA does not publish unadjusted series.


@:PI Inflation: Core Goods and Core Services
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‘Rental Vacancy Rate and Rent of Primary Residence
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‘Dollar Exchange Rate and Nonoil Import Prices
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@/Ianufacturing Output and the ISM Manufacturing Index
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Regional Economic Conditions

Jaison R. Abel, Research Officer

Upstate New York Regional Advisory Board Meeting — June 1, 2016

The views expressed here are those of the presenter and do not necessarily represent
those of the Federal Reserve Bank of New York or the Federal Reserve System.



Overview of Regional Conditions

® Upstate New York’s slow and steady expansion lost
some momentum over the past year, with little job gains
seen in recent months.

® Job growth has been modest in Albany and Buffalo, and
flat in Rochester and Syracuse, while steep job losses
have continued to plague Binghamton.

® The region’s housing markets have generally remained
stable, though home building activity has picked up
recently in a few areas.
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Current Business Climate
FRBNY Business Leaders Survey
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Regional Consumer Confidence

Overall Consumer Confidence
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Regional Employment Trends
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Sectors Driving Upstate Job Growth

3-Month Moving Average, Seasonally Adjusted
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Job Growth in the Region

12-Month Annual Percent Change
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Regional Home Price Trends

CoreLogic Single-Family Home Price Index, Seasonally Adjusted
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Regional Home Building Activity

Total Residential Permits, 4-Quarter Moving Average
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Global Economic Outlook

Upstate New York Regional Advisory Council
Matthew Higgins, 1 June 2016

The views expressed here are those of the author, and do not necessarily reflect those of the
Federal Reserve Bank of New York or the Federal Reserve System.



Roadmap

= Recent global economic performance and medium-term
outlook

= Foreign advanced economies’ struggle to escape
“lowflation”

= Political economy risks in Europe
= Economic outllook and risks in China

= Global oil market developments and outlook



U.S. and EME equity performance
Indexes, January 2014 = 100
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I think such a pace of reserve accumulation is unlikely to be repeated over the next five years.  I doubt that central banks in the region will want to accept the risk exposure, whether to dollar assets in particular or foreign currency assets generally.

Now, that’s a judgement call, not a hard-and-fast conclusion.  As a profession, one of our weaknesses is identifying when an unsustainable process will reach a tipping point, and begin to reverse.

But as policymakers, we certainly wouldn’t want to count on the Asian reserve accumulation of the last several years being repeated.
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Global Manufacturing PMI
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Advanced Economy Real GDP

Indexes, 2008:Q1 = 100
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G-3: Core Consumer Price Inflation

Percent change from year ago
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Central Bank Credit as a Share of GDP
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AE Core Inflation Performance with Negative Policy Rates

Initial Core  Current Core

Country Date Adopted Inflation Inflation
Japan January 2016 0.8 0.7
Sweden Feruary 2015 0.8 1.5
Switzerland December 2014 0.1 -0.3
Denmark September 2014 0.6 0.4
Euro Area  June 2014 0.7 0.7

Sources: National sources, OECD. Policyrates areas follows: Japan,
marginal currentaccountbalances; Sweden, repo rate; Switzerland, 3-
mo. LIBOR target; Denmark, CD rate; Euro Area, depositrate.



Greece: Primary Budget Balance
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Note: Primary balances exclude bank recapitalization costs.



Brexit: Current Polls and Bookmakers' Odds
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GBP, EUR, and JPY 3m Implied Volatility

Index Index
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China: Manufacturing PMis
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China: Actual vs basket-implied exchange rate

RMB per USD
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China: Incremental Increases in Real Credit and Real GDP
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Brent futures curve

U.S. dollars per barrel
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Global Oil Supply and Demand

Millions of barrels per day
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