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Washington/Puget Sound areaWashington/Puget Sound area

not immunenot immune
from impact of global and national from impact of global and national 

economic trends.economic trends.
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‘‘ Great UnwindGreat Unwind’’ in financial markets.in financial markets.

�� Culprits:  Housing/sub Culprits:  Housing/sub 
prime/securitization.prime/securitization.

�� Rising (more normal) Rising (more normal) ‘‘ risk premiumsrisk premiums’’

�� ‘‘ Flight to qualityFlight to quality’’ ( = lower bond yields)( = lower bond yields)

�� All big banks wary All big banks wary �� ‘‘ WhackWhack--aa--MoleMole’’
Marple’s Pacific Northwest Letter

View from 10,000 feet View from 10,000 feet (continued)(continued)
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View from 10,000 feetView from 10,000 feet

�� Still intact:  The Greatest Global Still intact:  The Greatest Global 
Boom of all Time (GGBOAT).Boom of all Time (GGBOAT).

�� Global growth slows, but from an Global growth slows, but from an 
extraordinarily high level.extraordinarily high level.

�� Key question:  Has the global Key question:  Has the global 
economy decoupled from the slowing economy decoupled from the slowing 
U.S. economy?U.S. economy?

View from 10,000 feet View from 10,000 feet (continued)(continued)

�� Resilient U.S. economy is in Resilient U.S. economy is in 
recession or at the brink.recession or at the brink.

�� Hits to U.S. consumer:  Housing, job Hits to U.S. consumer:  Housing, job 
markets, high prices for gas and food.markets, high prices for gas and food.

�� Key issue:  SSR (short and shallow Key issue:  SSR (short and shallow 
recession) or PDR (prolonged and recession) or PDR (prolonged and 
deep recession).deep recession).
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Recession defined
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Food for thought

The inveterate spending 
habits of rich American 
households are financed by the 
thrift of poor Chinese peasants.

Scottish economist John Kay in the Financial Times
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Perspective:  Over 25 years, 
two recessions, each 8 months.
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Evidence the sky is notfalling

�� Exports are booming (weak $)Exports are booming (weak $)

�� The Fed was late, but is now on the case.The Fed was late, but is now on the case.

�� Still room to cut rates 200 basis points.Still room to cut rates 200 basis points.

�� Interest rates are historically low.Interest rates are historically low.

�� Most mortgages are current.Most mortgages are current.

�� Most people are working.Most people are working.

Marple’s Pacific Northwest Letter
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Forecast for Washington’s 
economy in 2008:

Like the children of 
Lake Wobegon,

‘above average’
Marple’s Pacific Northwest Letter

Key regional takeawaysKey regional takeaways
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Washington economic and Revenue Forecast Council March 2008
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