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Shares of Global Output in 2007
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(10.8%) Eurozone
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Japan
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Source: Bank of America estimates

U.K. (5.2%)
Note: Estimated using current U.S. dollar-based GDP weights



Trends in Global Growth
2002-2007

Average annualized growth, in percent:

Global 4.6 Other Emerging/Developing 7.2
U.S. 2.6 China 10.4
Euro Area 1.8 India 7.8
U.K. 2.7 Middle East 5.5
Japan 1.8

Source: IMF World Economic Outlook



Contributions to Global Growth in 2007

U.S.
(14.6%)

Other Emerging
(26.0%)

Eurozone
(15.1%)

Other Asia
(3.7%)
India UK.
(4.7%) (4.1%)

Japan
(3.8%)

China Other Industrialized

(17.8%) (10.3%)

Source: Bank of America estimates
Note: Estimated using current U.S. dollar-based GDP weights



Trends in Global Growth and Trade
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World GDP Growth - = = World Exports of Goods



Composition of U.S. Goods Exports
(2007 $1.2 trillion)

Other($50 bil, 4.3%) Food($84 bil, 7.2%)

Consumer Goods ex Autos
($146 bil, 12.6%) Industrial Supplies

($316 bil, 27.1%)

Autos
($121 bil, 10.4%)

Cap Goods ex Autos
($446 bil, 38.3%)

First term is value of nominal exports, second term is share of nominal exports.
Source: Census Bureau/Bank of America calculations



Distribution of U.S. Goods Exports
(2007 $1.2 trillion)

Rest of World($53 bil, 4.6%) Canada
($249 bil, 21.4%)

OPEC($50 bil, 4.3%)

Other Asia
($154 bil, 13.2%)

Mexico
($137 bil, 11.7%)

Japan($63 bil, 5.4%

China($65 bil, 5.6%)

Central/S. America
($108 bil, 9.2%)

Europe

($286 bil, 24.6%)

First term is value of nominal exports, second term is share of nominal exports.
Source: Census Bureau/Bank of America calculations



Composition of Eurozone Goods Exports
(2007 $2.0 trillion)

Misc Manufacturing Food($124 bil, 6.1%)

($251 bil, 12.3% Crude Materials($45 bil, 2.2%)
Fuel Products
($80 bil, 3.9%)

Materials
($314 bil, 15.4%)

Chemicals
($318 bil, 15.6%)

Machinery & Transport

($906 bil, 44.4%)

First term is value of nominal exports, second term is share of nominal exports.
Source: Eurostat/Bank of America calculations



Distribution of Eurozone Goods Exports
(January-November 2007 $1.9 trillion)

Latin America($77 bil, 4.1%) United Kingdom
288 bil, 15.3%)

Africa($108 bil, 5.7%)
OPEC($102 bil, 5.4%)

United States
($246 bil, 13.1%)

Japan($43 bil, 2.3%)

China($74 bil, 4.0%)

Switzerland
($103 bil, 5.5%)

Rest of World

($541 bil, 28.7%) Eastern Europe

& Russia
($142 bil, 7.5%)
Mediterranean Basin

($160 bil, 8.5%)

First term is value of nominal exports, second term is share of nominal exports.
Source: Eurostat/Bank of America calculations



Composition of China Goods Exports
($1.2 trillion)

Primary Products($61 bil, 5.0%)

Misc. Manufacturin
J Chemicals($60 bil, 5.0%)

($297 bil, 24.4%)

Materials
($220 bil, 18.1%)

Machinery & Transport
($577 bil, 47.5%)

First term is value of nominal exports, second term is share of nominal exports.
Source: China Customs/Bank of America calculations



Distribution of China Goods Exports
(2007 $1.2 trillion)

Other($41 bil, 3.3%)

Asia
($568 bil, 46.6%)

United States
($233 bil, 19.1%)

Latin America
($52 bil, 4.2%)

Europe
($288 bil, 23.3%)

Africa($37 bil, 3.1%)

First term is value of nominal exports, second term is share of nominal exports.
Source: China Customs/Bank of America calculations



Slowing Global Growth in 2008

Material slowdown following 4 consecutive years
of robust growth

Continued growth outperformance by emerging
nations

US: slumping economic activity with flat GDP in
first half, but not a traditional recession

Eurozone: slower growth and no recession, soft
consumption and weaker exports

UK: softer growth, with downside risks,
particularly in housing

Japan: losing momentum; soft income and
consumption; exports vulnerable

China: strong growth, but export growth to slow;
Inflation pressures likely to mount



Unfavorable Global Inflation Trends

Oil and food price increases boost headline
Inflation

- Food prices elevated by supply constraints

US core inflation drifts above Fed’s comfort
zone; headline inflation approaches 4.5%

- Core inflation to drift lower later in 2008

Eurozone and UK: headline inflation rises, core
subdued

Inflation pressures mounting in China, select
other emerging nations

- China to accelerate currency peg



Global Central Bank and Financial Trends

Aggressive US Fed easing to continue; BoE and
ECB also expected to lower rates; BoJ on hold

US yield curve steepening reflecting lower short
rates and higher bond yields; unlike other
nations

US: significant credit stress, dysfunctional
financial markets and constraints on credit
availability

Little spillover on credit constraints to most
global markets

Significant downward pressure on US dollar
Heightened financial market volatility



Eurozone: Lead Indicators Rolling Over
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Eurozone Export Growth: The US Impact
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Eurozone: Near-Term Hump in Inflation
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UK: Housing Market Moderating Fast
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Japan: Investment Slipping — Export Growth Firm
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Japan: Consumption of Households
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Central Bank Policy Rates
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International Yield Spreads
(10-year Govt yield minus 3-month rate)

\
¢ \\H\H\HH\H\\HHHHHHHHHHH‘\{H}HHHHHMH\ HHH\\H\HHHHHHHH
’ ~ ~ '\ L~
. ' /N

* o \

¢‘ s\
-1.5
00 01 02 03 04 05 06 07 08
United States - = = United Kingdom ——Japan ----Germany

Source: Haver Analytics



=1.0

Index: Jan '03

1.5

The Pronounced U.S. Dollar Decline

1.4 -

1.3 -

1.2

1.1

1,

0.9 -

0.8

0.7

03

04

—— Nominal Trade-Weighted Value of $

Source: Haver Analytics

05

06

07

08

- - =$/Euro



U.S. Economy: Flirting with Recession

Real GDP close to flat in 2008H1, followed by
gradual improvement

Modest declines in employment and profits;
unemployment rate to rise to 5.5%

Housing activity and prices to decline through
2008

Lack of large imbalances in inventories,
employment and capital, and aggressive Fed
easing to limit declines in GDP

Declining trade deficit mitigates slump in
domestic demand




U.S. Economy: Critical Risks

 How long and deep will housing prices decline?
Implications for housing, consumption and
financial market behavior

o Severity of credit stress, and implications for the
Fed’s stimulative monetary policy

 The household deleveraging process: how long
will it take and how long will it affect
consumption, saving?



US: The Shifting Mix of GDP Growth
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Single-Family Housing Sales and Starts
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Trends In the Case-Shiller Home Price Indexes

12-month %change
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bil chain 2000$

U.S. Actual versus Potential Real GDP
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