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Structural Shift in WagesStructural Shift in Wages
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Lower Wages vs. Higher SpendingLower Wages vs. Higher Spending
P ers onal Cons umption as  a S hare  of GDP
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Americans Stopped SavingAmericans Stopped Saving
Pers onal S aving s  as  a Percent of 

Dis pos able Pers onal Income, S ource: B LS
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……And Began Borrowing MoreAnd Began Borrowing More
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T he Breaking Point

Consumer debt (revolving, non-revolving, 
mortgage) as a percent of disposable income



The Wage/Debt GapThe Wage/Debt Gap
Growth in Debt vs . W ag es  by Decade
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*actual 1978 magazine ad for BankAmericard.



Lending Slowed to a TrickleLending Slowed to a Trickle
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Banks' Willingness to Lend to Consumers
and Consumer Spending

Willingness-to-Lend Measure (L) Real Spending (R)



Job Loss RocketedJob Loss Rocketed
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Job Loss vs. Unemployment Rate

Average Monthly Job Loss (L)
Unemployment Rate (2009-2010 Forecast Period) (R)



Nest Eggs CrackedNest Eggs Cracked
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Household Net Worth
Record Deterioration

Stocks: -$14 Trillion

Housing: -$5 Trillion

Est.



Worst Economic Downturn Since the Worst Economic Downturn Since the 
Great DepressionGreat Depression

Duration in Months
Peak Trough Peak-to-Trough Real Nonfarm

GDP Payrolls Low High Change

December 2007 (IV) December 2008 (IV) 24 -3.0 -5.1 4.4 9.5 5.1
March 2001(I) November 2001 (IV) 8 -0.4 -2.0 3.8 6.3 2.5
July 1990(III) March 1991(I) 8 -1.3 -1.5 5 7.8 2.8
July 1981(III) November 1982 (IV) 16 -2.9 -3.1 7.2 10.8 3.6
January 1980(I) July 1980 (III) 6 -2.2 -1.3 5.6 7.8 2.2
November 1973(IV) March 1975 (I) 16 -3.1 -2.7 4.6 9.0 4.4
December 1969(IV) November 1970 (IV) 11 -1.0 -1.4 3.4 6.1 2.7
April 1960(II) February 1961 (I) 10 -1.3 -2.3 4.8 7.1 2.3
August 1957(III) April 1958 (II) 8 -3.8 -4.4 3.7 7.5 3.8
July 1953(II) May 1954 (II) 10 -2.7 -3.3 2.5 6.1 3.6
November 1948(IV) October 1949 (IV) 11 -1.7 -5.1 3.4 7.9 4.5
Average for Post WWII Recessions 10 -2.0 -2.7 4.4 7.6 3.2

Peak-to-Trough
Jobless Rate

% Change

Sources: NBER, BTMU (NY) Forecast



Banks Hold the KeyBanks Hold the Key
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Money Market Strain Eases
The TED Spread

3-Month LIBOR less 3-Month U.S. Treasury Bill

Bear hedge 
funds go under

TAF established Bear Stearns 
collapse

Lehman 
failure

TARP fails to 
pass Congress

GSE takeover

TARP 
abandoned



How to Kick Start Lending?How to Kick Start Lending?
The Three Part Financial Stability Plan - Ongoing

Part 1: Stress Testing

-Two objectives, 1) more appropriately mark the value of assets, 2) determine how 
much capital is necessary to shore up balance sheets. Began with Citigroup. 

Part 2: Provide Capital

-Provide the capital these institutions need in order to plug holes.

Part 3: Buy Bad Assets

-Buy bad assets by printing money. Make loans to private investors with guarantees 
from TARP money so they may go out and buy troubled assets. 

If this plan fails, the next step will be to set up the so-called “Bad Bank”. 

Consumer and Business Lending Initiative (CBLI)

-Launched the Term Asset-Backed Securities Loan Facility (TALF) to generate up to $1 
trillion of lending for businesses and households.

Making Homes Affordable Program

-$75 billion mortgage refinance and modification plan.



Consumer Confidence Must ImproveConsumer Confidence Must Improve
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Consumer Confidence

Confidence is a good turning point 
indicator.  Look for a few months 
of improvement to signal the end 
of recession.

Record low 
in February

Source: Conference Board



Timeline for RecoveryTimeline for Recovery
Job growth 
resumes

Housing 
starts bottom

08Q1 08Q2 08Q3 09Q2 09Q4 10Q2 10Q3 10Q408Q4 09Q1 09Q3 10Q1

USD Rises, 
end of export 
boom

Oil/Commodity 
peak

Stock 
market 
bottoms?

Home sales 
bottom

Foreclosures 
peak

Jobless rate 
peaks

Fed resumes 
tightening

House prices 
resume 
rising

Beginning of 
self-sustaining 
expansion

Home 
prices 
bottom



Thank you!Thank you!
For on-line access to our reports, please go to:

https://reports.us.bk.mufg.jp/portal/site

To join our mailing list, please send an email request to: 
economics@us.mufg.jp.  Please include your name, company, 
and email address.

The information herein is provided for information purposes only, and is not to be used or considered as an offer or the solicitation of an offer to 
sell or to buy or subscribe for securities or other financial instruments.  Neither this nor any other communication prepared by The Bank of 
Tokyo-Mitsubishi UFJ, Ltd. (collectively with its various offices and affiliates, "BTMU") is or should be construed as investment advice, a 
recommendation to enter into a particular transaction or pursue a particular strategy, or any statement as to the likelihood that a particular 
transaction or strategy will be effective in light of your business objectives or operations.  Before entering into any particular transaction, you 
are advised to obtain such independent financial, legal, accounting and other advice as may be appropriate under the circumstances.  In any 
event, any decision to enter into a transaction will be yours alone, not based on information prepared or provided by BTMU.  BTMU hereby 
disclaims any responsibility to you concerning the characterization or identification of terms, conditions, and legal or accounting or other issues 
or risks that may arise in connection with any particular transaction or business strategy.  Note that BTMU may have issued, and may in the 
future issue, other reports that are inconsistent with or that reach conclusions different from the information set forth herein.  Such other 
reports, if any, reflect the different assumptions, views and/or analytical methods of the analysts who prepared them, and BTMU is under no 
obligation to ensure that such other reports are brought to your attention.

https://reports.us.bk.mufg.jp/portal/site
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