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Arecovery on life support

Return to growth

The U.S.economyis on a course of modest
growth that should continue through
2010into 2011. GDP for Q32009 was 2.2%,
for Q4 was 5.6%, and expectations for all of
2010 are around 3%. Consumer spending
is modest but positive, as major retailers
reported strong sales growth in February.
Real personal consumption expenditures,
on a year over year basis, are following
exactly the pattern from previous reces-
sions; a dramatic drop-off as the recession
begins, and a sharp upturn as the reces-
sion ends due to pent-up demand. Other
positive measures include durable goods
orders, industrial production, the ISM
indices, housing data, weekly jobless
claims, the Beige Book and falling ban-
kruptcies (down in the last quarter of
2009, but with a 40% rise for the whole of
the year, to the highest level since 1993).

But the crisis is not yet over

The housing market has shown some
weakness in the past two months, but by
most measures it is much better than a
year ago. The approach of the spring

Economic forecasts

buying season should boost sales. A tax
creditincentive ends in April which could
cause a brief surge and then a dip after-
wards. But when mortgage rates start to
rise later this year, the market could enjoy
aresurgence of buyers rushing tolockin a
low rate. Unfortunately, the unemploy-
ment rate remains very high at 9.7%. But
job growth appears to be very near, as non-
farm payrolls posted a gain in November
2009, and while the most recent February
2010 data showed a loss of 36,000 jobs,
many analysts believe that without the
distortion in the data from record snows-
torms, job growth in February was
actually positive. In addition, weekly
jobless claims are down 30% from last
spring, and are approaching levels which
usually signal imminent gains in non-
farm payrolls. Looking ahead, prospects
are mostly positive. The yield curve is very
steep, credit is growing and monetary and
fiscal policy are still running very strong.
Less than one half of the original USD 787bn
fiscal stimulus package has actually been
spent, leaving plenty of stimulus left to
come, even as critics decry the growing

U.S. Economic Outlook no. 12010

deficit and debt. In fact, Congress is on the
verge of passinga new USD 150bn ‘jobs bill’,
and a new health care plan may emerge
soon. Monetary policy remains aggressive,
but the Fed has signaled that it may start
tightening soon. In fact, the Fed recently
raised the discount rate, which is usually
rarely used, back up to a more normal level
relative to the Fed Funds rate. Expectations
are that the Fed will start raising the Fed
Fundsratein Q32010, however it may start
mopping up the massive liquidity in the
financial system before that. Monetary
and fiscal policy stimulus could create
inflationary pressures later in 2010 or
early 2011, and interest rates are likely to
climb given Fed tightening, inflationary
fears, and a recovering economy.o DN

Change over the period, unless otherwise indicated: * contribution to GDP growth ** USD billions Forecasts

Sources: IHS Global Insight, Euler Hermes forecasts

UNITED STATES 2008 2008 2009 2010 2011 06 09 09 09 1209 0310 0610 0910
GDP 100% 0.4 -2.4 2.9 2.2 -0.2 0.6 14 0.8 0.5 0.4
Consumer spending 70% -0.2 -0.6 1.6 21 -0.2 0.7 0.4 0.4 0.3 0.3
Public spending 19% 3.1 1.8 2.0 1.4 1.6 0.7 -0.3 0.6 0.7 0.6
Investment 15% -5.1 -183 1.6 438 33 -0.3 1.2 0.6 0.5 0.8
Construction 3% -22.9 -20.5 3.2 3.8 -6.4 4.4 0.9 1.0 0.6 0.6
Equipment 12% 1.6 -17.8 1.2 5.1 -25 -1.5 1.3 0.5 0.5 0.9
Stocks * 0% -0.3 -0.6 0.9 0.0 -0.4 0.2 0.9 0.2 0.1 0.0
Exports 12% 5.4 -9.6 12.7 7.5 -1.0 4.2 5.3 3.8 2.0 15
Imports 16% -3.2 -13.9 8.9 7.4 -3.9 49 3.7 23 1.4 14
Net exports * -4% 1.2 1.0 0.2 -0.2 0.4 -0.2 0.1 0.1 0.0 0.0
Currentaccount ** -706 -430 -496 587

Currentaccount (% of GDP) -4.9 -3.0 -3.3 -3.8

Employment -0.5 -3.8 -1.0 0.8

Unemployment rate 5.8 9.3 9.8 Ot}

Wages 3.8 3.0 2.0 2.3

Inflation 3.4 -0.1 2.2 2.0

General government balance *k -680 -1,471 -1,527  -1,308

General government balance (% of GDP) -4.7 -10.3 -10.3 -8.5

Public debt (% of GDP) 74 86 94 100

Nominal GDP ** 14,441 14,256 14,825 @ 15,389
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Summary of economic forecasts

GDP, inflation (change over the period, in %), unemployment rate (in % of labour force) Forecasts
Sources: IHS Global Insight, Euler Hermes forecasts

Coun 2009 2010 2011
USA GDP 0.4 -2.4 2.9 2.2
Inflation 3.4 -0.1 2.2 2.0
Unemployment rate 5.8 9.3 9.8 9.5
General government balance (% of GDP) -4.7 -10.3 -10.3 -8.5
Public debt (% of GDP) 74 86 94 100
Current account (% of GDP) -4.9 -3.0 -3.3 -3.8
Canada GDP 0.4 -2.6 2.7 3.0
Inflation 23 0.3 2.0 1.8
Unemployment rate 6.2 8.3 8.4 8.2
General government balance (% of GDP) 0.3 -3.7 -2.8 -2.0
Public debt (% of GDP) 63 70 69 67
Current account (% of GDP) 0.5 -2.7 -2.1 -1.8
Japan GDP -1.2 -5.2 1.8 0.9
Inflation 1.4 -1.5 -0.9 0.0
Unemployment rate 4.1 5.2 4.8 4.4
General government balance (% of GDP) -7.4 -8.2 -9.5 -10.0
Public debt (% of GDP) 17 184 193 202
Current account (% of GDP) 33 2.8 3.7 4.5
Euro zone GDP 0.5 -4.0 0.7 13
Inflation 33 0.3 1.1 1.6
Unemployment rate 7.6 9.5 10.3 10.5
General government balance (% of GDP) -2.0 -6.1 -6.5 -5.6
Public debt (% of GDP) 70 78 84 87
Current account (% of GDP) -1.5 -0.7 -0.4 -0.5
Germany GDP 1.0 -4.9 1.5 1.4
Inflation 2.6 0.3 0.8 1.4
Unemployment rate 7.5 7.8 8.5 8.9
General government balance (% of GDP) 0.0 -33 -5.6 -4.7
Public debt (% of GDP) 66 72 75 77
Current account (% of GDP) 6.7 5.0 6.3 5.7
France GDP 0.3 -2.2 1.0 1.8
Inflation 2.8 0.1 1.2 0.8
Unemployment rate 7.9 9.7 10.8 10.7
General government balance (% of GDP) -3.4 -7.5 -7.5 -7.3
Public debt (% of GDP) 68 76 81 85
Current account (% of GDP) -2.3 -2.0 -2.3 -2.5
Italy GDP -1.3 -5.1 0.5 1.0
Inflation 33 0.7 13 1.7
Unemployment rate 6.8 7.8 9.0 85
General government balance (% of GDP) 2.7 -53 -5.3 -5.0
Public debt (% of GDP) 106 115 119 121
Current account (% of GDP) -3.4 -3.3 -3.2 -3.4
Spain GDP 0.9 -3.6 -0.6 0.8
Inflation 4.1 -0.3 1.8 1.8
Unemployment rate 11.3 18.0 19.8 19.8
General government balance (% of GDP) -4.1 -11.4 -9.8 -7.5
Public debt (% of GDP) 40 55 66 72
Current account (% of GDP) -9.6 -5.1 -4.1 -3.8
Netherlands GDP 2.0 -4.0 1.0 1.6
Inflation 24 1.2 1.0 1.4
Unemployment rate 3.9 49 6.2 6.2
General government balance (% of GDP) 0.7 -4.9 -6.3 -5.2
Public debt (% of GDP) 58 62 66 69
Current account (% of GDP) 48 4.8 5.2 5.0
Belgium GDP 0.8 -3.0 1.3 1.6
Inflation 4.5 0.0 1.6 1.4
Unemployment rate 83 9.2 10.5 10.3
General government balance (% of GDP) -1.2 -6.0 -4.8 -4.1
Public debt (% of GDP) 90 98 101 102

Current account (% of GDP) 2.7 1.2 2.0 2.1
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GDP, inflation (change over the period, in %), unemployment rate (in % of labour force)
Sources: IHS Global Insight, Euler Hermes forecasts

[ Forecasts

Country 2008 2009
Austria GDP 1.9 -3.5
Inflation 3.2 0.5
Unemployment rate 5.8 7.2
General government balance (% of GDP) -0.4 -4.2
Public debt (% of GDP) 63 69
Current account (% of GDP) 3.2 2.1
Finland GDP 1.2 -7.8
Inflation 4.1 -0.2
Unemployment rate 6.4 8.2
General government balance (% of GDP) 4.2 -2.2
Public debt (% of GDP) 34 44
Current account (% of GDP) 3.1 1.3
Greece GDP 2.0 -2.0
Inflation 4.4 1.2
Unemployment rate 7.7 9.5
General government balance (% of GDP) =17 -12.7
Public debt (% of GDP) 98 114
Current account (% of GDP) -12.8 -9.7
Ireland GDP -3.0 -7.0
Inflation 3.8 -4.9
Unemployment rate 9.8 17.1
General government balance (% of GDP) -7.2 -11.7
Public debt (% of GDP) 43 68
Current account (% of GDP) -5.2 -3.7
Portugal GDP 0.0 -2.7
Inflation 2.7 -0.9
Unemployment rate 7.6 9.5
General government balance (% of GDP) -2.7 -9.3
Public debt (% of GDP) 66 78
Current account (% of GDP) -10.5 -7.8
UK GDP 0.5 -5.0
Inflation 3.6 2.2
Unemployment rate 5.8 7.7
General government balance (% of GDP) -43 -10.1
Public debt (% of GDP) 52 69
Current account (% of GDP) -1.5 -1.1
Sweden GDP -0.5 -4.7
Inflation 3.2 -0.3
Unemployment rate 5.4 8.4
General government balance (% of GDP) 2.5 -1.9
Public debt (% of GDP) 38 42
Current account (% of GDP) 9.5 7.4
Denmark GDP -0.9 -5.1
Inflation 34 13
Unemployment rate 33 6.0
General government balance (% of GDP) 3.4 -2.9
Public debt (% of GDP) 33 39
Current account (% of GDP) 2.2 37
Norway GDP 1.7 -1.4
Inflation 3.6 2.1
Unemployment rate 2.6 3.2
General government balance (% of GDP) 18.6 7.4
Public debt (% of GDP) 49 49
Current account (% of GDP) 18.6 13.9
Switzerland GDP 1.8 -1.5
Inflation 23 -0.5
Unemployment rate 2.6 3.7
General government balance (% of GDP) 1.0 -0.2
Public debt (% of GDP) 41 41
Current account (% of GDP) 2.0 7.6

2010
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Commercial Collection Services

From Euler Hermes UMA

Commercial collections can help safeguard a company's assets

Strong cash flow and DSO management are imperative
for any company’s financial well-being — allowing it to
prosper, while supporting the sales and marketing goals of
the organization. For 90 years, Euler Hermes UMA has
provided businesses like yours with reliable collection
services in an uncertain and ever-changing world.

From our Receivables Management Services, which
offer a lighter, pre-collection touch, to our Adjustment and
Forwarding Services designed to deal with your most
troublesome accounts, let Euler Hermes UMA be your
receivables management partner.

« Established in 1917, Euler Hermes UMA
has developed an excellent reputation in the
US credit community and provides collection
services to 85% of Fortune 500 companies

« Full scope of collection services for your
receivables

» Global coverage with collections in 150
countries around the world

« Online services allowing electronic
claims filing, account status, and
database access

Results

Whether your claims are large or small, locally
or internationally based, Euler Hermes UMA can
deliver results measurably exceeding those
produced by our competition.

Longevity

Serving the credit granting community since 1917,
we've demonstrated Euler Hermes UMA is here to
stay. As a custodian of your funds, our stability and
financial integrity are important to you.

Online Services

Areview of our debtor index is available to all
Euler Hermes UMA clients. Also, you can place
claims, review collector notes, run a statistical
review of your claims in the format you choose,
and gain access to a wide array of information.

Reporting

You'll receive thorough and timely progress
reports via email or regular mail; have electronic
access to collector notes; and be able to obtain
tailored, computerized summaries of your
assignments, electronically or in hard copy format.

Global Coverage

Euler Hermes UMA'’s collection prowess knows
no international boundaries. We've successfully
concluded collection problems in more than 150
different countries.

Customer Service

Euler Hermes UMA’s national corps of District
Managers provides our clients with direct liaisons,
who are available for face-to-face consultation
whenever you have a question, a problem, or a
special request.

Contact Euler Hermes UMA today to learn more about
how we can help your business collect its receivables!

Call 800-237-9386 or visit
www.eulerhermesuma-collections.us.

A company of Allianz ()





