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—Major Economic Indicators
—Fiscal Constraints
—External Risks

—Debt & Capital Markets

—Housing and Mortgage
Markets
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Many Indicators Point to Sustainable Growth
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Slower Trend Growth, however, Could be the

New Normal
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Over Three Years of Steady Job Growth and
Still AlImost 2% Below Peak Levels
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Very Slow Improvement for the Long-Term
Unemployed
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In Connecticut, Economic Output is almost Static
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Connecticut’s Labor Market is Slow to Recover
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Connecticut has Regained One-half of Jobs Lost
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Some Sectors have Recovered Well, but not All

Percentage Changes from Peak Level of Employment by Sector
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Unemployment Insurance Claims are Falling

6-Month Moving Averages, Seasonally Adjusted
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Connecticut’'s Unemployment is Higher than Most

L Rates, Seasonally Adjusted
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This is the View of Connecticut’s Cities and Towns

Percentage Point Decline in
Unemployment Rate Since Peak
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Nationally, both Business and Consumer
Confidence Remain near Recessionary Levels
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Reflecting Weakness, the Fed’s Key
Indicator of Inflation is below Target Range

Year over Year Change

3.0%

2.5%

2.0% /\/\ E—
1.5% - \’\:/ \

5
1.0% PCE Core
0.5%
CPI Core
0.0% T T T T
2007 2008 2009 2010 2011 2012 2013

Sources: BLS, Haver Analytics mm

FDIC presentation. Not for distribution to outside parties or attribution




Not Everything is Weak; the Possibility of an Asset
Bubble in Equities cannot be Entirely Discounted
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Note: Wealth Effects were Severe but are no
Longer an Economic Drag

Household Net Worth %Change in Household Net Worth
3Q Moving Average
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One Clear Improvement: US has been a Net
Exporter of Petroleum Products for almost Two Yearg

Net Exports of Petroleum Products
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Although Crude Prices Remain High and are
Subject to Ongoing Geopolitical Risk
WTI $/Barrel
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FISCAL
CONSTRAINTS...
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We are Facing a Fork—Indeed, Many Forks—in the
Road and Need to Make some Basic Choices
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Congress has not made a Positive Impression for a While]

The Popularity of Congress Todax
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Due Partly to Fiscal Restraint, Federal Deficits are
Declining and Debt is Rising much more Slowly

1205 SUrplus and Deficit in Percent Debt in Percent ..

12-Month Cumulative Deficits and Surpluses
of the Federal Government Relative to GDP 0%
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The Sequester Increases the Fiscal Drag in
2013 and is Poised to do more Slowing later

Federal Discretionary Fiscal Policy:
Contribution to Real GDP growth, %
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As well as the Federal Government, State and
Local Governments have been Subtracting from
Growth for Several Years

Contribution to Real GDP Change
SAAR, %
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States and
Countries Face g

These Prolems o=y
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Deficits and Debt Levels in Europe are mostly less
Severe than in the US, although Ours is Improving
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Europe’s Double Dip Recession Is Not Helping
Their Situation....Or Anyone Else’s
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Growth in Total Global Exports Has
Ground to a Halt
Parcant Change Year Ago
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Many European Banks Are Struggling With
Poor Credit Quality

Honperforming Loan i
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There is I Depth charge 1]
very much Credit to non-financial companies
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We’'re Still on the
Downside of the Credit
Boom.

Repairing the
Damage is Likely to be a

\ Long-Term Project
...a*"""j
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Despite Recent Surge, the Days of Debt-
Fueled Spending Are Gone

Net Borrowing as % of GDP
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Only Auto Loans and Student Loans Are
Increasing Relative to Last Year
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Debt Service Burden has Lightened
Considerably

Debt Service
Percent of Disposable Personal Income
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Rates Are Bound to Rise at Some Point...
...and the Federal Reserve is Saying as much

Fed Funds Rate
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Housing
and

Mortgage =

Markets ' .
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Connecticut Home Prices are mostly Slow to Rise
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Foreclosures in the State had less a Run-up in the|
Crisis and are now are Tracking with the Nation

Foreclosure Starts
As % of Total Loans
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Pipeline of Distressed Properties Nationally is Down

FIGURE 1: SHADOW INVENTORY DETAIL
Count In Milllons. Mot Seasonally Adjusted
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In Line with the Nation, Negative Equity in
Connecticut’'s Metro Areas has Peaked

Single Family Homes in
Negative Equity

New Haven N
28% ew

Landon

23%

artford
18%

—Hartford
13% —=hlew Haven
==hew London
—Stamford
8%
2009 2010 2011 2012 2013

S T, Vs fanlpics

FDIC presentation. Not for distribution to outside parties or attribution I D I E

14



Even so, there Remains much Pain in the State

SERIOUS DELINQUENCIES FOR 25 HIGHEST RATE STATES
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Loan Growth in Connecticut, while Modest, has
Exceeded the Nation’s
Median Year-over-Year Growth Rate
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Recently, Connecticut's Loan Quality in Terms
of Past Dues has been Similar to the Nation’s
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So, to Sum Up

1) Watch the Economy

2) Watch the Fed

3) Watch the Congress (though Painful)
4) Watch Europe and, if Adventurous,
5) Watch China

Noting that....
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All Good Things must Come to an End

FFE RS paweapareT]

The New Yorker,
August 6, 2012
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Disclaimer

The views expressed in this presentation are
those of the presenter and do not necessarily
reflect official positions of the FDIC. Some of
the information used in the preparation of this
presentation was obtained from publicly
available sources that are considered reliable.
However, the use of this information does not
constitute an endorsement of its accuracy by the
FDIC.
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Questions?

Fred Breimyer
fbreimyer@fdic.gov
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