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An Improved Economy...
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...Across Industries...
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...and Across the Country
Based on data as of August 2004
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A Big Improvement From a Year Ago
Based on data as of July 2003
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Higher Energy Prices are a Threat
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Who Gets Hurt By Higher Energy Prices
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Productivity Growth is a Key Reason For Optimism
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Businesses are Flush...
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...Which Prompts Business to Invest...
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...And Will Induce More Hiring
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Sanguine Near-Term Economic Outlook
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West and South Recover First, Midwest and Northeast Last
Year when new employment peak is projected

2005

At Peak
2004

2006 and after



Slide 21© 2004 Economy.com

0

1

2

3

4

5

6

7

8

9

10

'00 '01 '02 '03 '04 '05 '06

10-yr T-bond Yield

Interest Rates Rising with Better Economy

30-Year Fixed Mortgage Rate

Fed Funds Rate

Source: FRB; Economy.com

Forecast% per annum



Slide 22© 2004 Economy.com

Some States More at Risk from Rising Rates Than Others
Relative Exposure to Rising Rate Environment
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Weighty Household Financial Obligations
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Dollar Remains at Risk
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Darkening Federal Fiscal Outlook
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