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Outlook: Recovery/Expansion, Rolling Debt Crisis
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• We don’t think European debt problems or China’s slowdown will 
materially reduce global growth from current expectations. In the 
longer run, the large fiscal deficits in slow-growing countries and the 
concentration of debt are huge growth concerns along with the shift 
to big entities doing the capital allocation rather than smaller
ones. But in the short-run, several factors support growth: 

• We expect strong corporate profits growth. 
• The ECB and China are likely to take supportive actions, leaving a 

moderate global expansion from the lower base established in 
2009.

• Interest rates and bond yields are very low and liquidity 
worldwide is immense. The demographic support for global bond 
markets should limit the coming jump in bond yields as growth 
expectations resume.  We disagree with the conflicting signals 
from money supply. 

• Weak investment in many sectors = pent-up investment demand.



Real GDP Y/Y; Square Root

Source: Bureau of Economic Analysis; Encima Global
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(last obs. Q1 2010, estimated through Q4 2010)
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(last obs. May 2010)

Growth



Census Hiring To Reverse

Source: Bureau of Labor Statistics; Encima Global
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(last obs. May 2010)
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Government Unemployment Insurance Benefits

Source: Bureau of Economic Analysis; Encima Global
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($billions, last obs. May 2010)
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The tiers of the unemployment program

State Claims 26
Fed Tier 1 20
Fed Tier 2 14
Fed Tier 3 13
Fed Tier 4 6
Extended 20

Total Weeks 99
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(last obs. Q1 2010)

Growth
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(last obs. June 28, 2010)

Prices and Markets



Yuan / USD

Source: WSJ; Encima Global
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(last obs. June 28, 2010)

Prices and Markets
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10 Yr US Treasury Yield

Source: Federal Reserve; Encima Global
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Credit

(last obs. June 28, 2010)
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Average Maturity of U.S. Publicly Held Debt

Source: US Treasury; Encima Global

- 11 -

Government

(last obs. Q4 2009)
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Since the federal debt maturity is 
relatively short (even before 

counting the Fed’s overnight funding 
of its long-duration portfolio), the 
longer-term outlook depends heavily 
on the interest rate assumption. 
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(last obs. June 28, 2010)
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Fed Funds Rate and Nominal GDP Y/Y

Source: Federal Reserve; Bureau of Economic Analysis; Encima Global
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Credit

(last obs. Q1 2010, forecast to Q4 2010)

State and local debt is growing fast.

Still doesn’t count most of the 
unfunded pension liabilities.   

-4

-2

0

2

4

6

8

10

12

Mar-
88

Mar-
90

Mar-
92

Mar-
94

Mar-
96

Mar-
98

Mar-
00

Mar-
02

Mar-
04

Mar-
06

Mar-
08

Mar-
10

%

y/y %  change in 
nominal GDP

fed funds 



1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

Jan-
82

Jan-
84

Jan-
86

Jan-
88

Jan-
90

Jan-
92

Jan-
94

Jan-
96

Jan-
98

Jan-
00

Jan-
02

Jan-
04

Jan-
06

Jan-
08

Jan-
10

bil
lio

ns
 $,

 S
A Lehman 

Bankruptcy

M2 Money Supply

Source: Federal Reserve; Encima Global

- 14 -

Credit

(last obs. June 14, 2010)
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(last obs. 2009, IMF forecasts to 2015)

Government
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(last obs. 2009, IMF forecasts to 2015)

Government



State and Local Govt Debt as a % of GDP

Source: Federal Reserve Flow of Funds; Bureau of Economic Analysis; Encima Global
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Government

(last obs. Q1 2010)
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Government

(last obs. 2009, estimated to 2020)

Marketable U.S. federal debt (debt 
held by public, not trust funds) will 

hit $20 trillion even under the 
relatively rosy CBO outlook. 
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Government

(last obs. May 2010, CBO estimates through FY2011)

Outlays are expected to remain high. 
Receipts should recover some. 



Spending Projections for 
Medicare/Medicaid and Social Security

Source: CBO; Encima Global
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(last obs. 2009, CBO projections through 2050)

Government

0

2

4

6

8

10

12

1960 1970 1980 1990 2000 2010 2020 2030 2040 2050

%
 o

f G
DP

Medicare & Medicaid 
expenditures

Social Security  
expenditures

2015
2025

Healthcare bill not yet 
factored in.  It will impact 
spending and GDP forecasts. 



12.0%

13.0%

14.0%

15.0%

16.0%

17.0%

18.0%

19.0%

Ju
l-9

5

Ju
l-9

6

Ju
l-9

7

Ju
l-9

8

Ju
l-9

9

Ju
l-0

0

Ju
l-0

1

Ju
l-0

2

Ju
l-0

3

Ju
l-0

4

Ju
l-0

5

Ju
l-0

6

Ju
l-0

7

Ju
l-0

8

Ju
l-0

9

tra
ns

fe
rs

 a
s 

a 
%

 o
f p

er
so

na
l in

co
m

e

Transfers as a % of Personal Income
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(last obs. May 2009)

Consumer and Savings



Personal Income and DPI ex Transfers Stalled

Source: Bureau of Economic Analysis; Encima Global
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(Nominal $ billions, last obs. May 2009)
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Note: This document is confidential and intended solely for the use of the individuals to whom it is 
presented. Encima Global LLC does not accept liability for the content or for the consequences of any 
actions taken on the basis of the information provided.  The information is not necessarily complete, and we 
make no warranty as to its accuracy. 


