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Business Investment: Banks Tightening Business Lending Standards

Senior Loan Officer Opinion Survey, Commercial and Industrial Loans

90 -
80 l

4. |
\ A

o

Net Percentage of Banks Tightening
Standards

20 +

10 +

o :IIIIIIII rorrrerrrerrid Trrrri rrrrrrrrrerrrrrrrrrril

oy Vel

20 ¢ \V\/

=30 -
=2 h =1) h =) =2 (=) =1 h Q o Q Q Q o = Q
=2 =2 =2 =2 =z N =2 =2 =] ol = L= o Q Q = L= =] Q
- - - - - - - - - - o o~ o™ ™~ ™~ o ™~ ™ ™

Source: Federal Reserve Board s Eacturars
MAPI

Afance



Vicious Circle From Financial Sector to Real Economy

spending ‘

declines Global recession
reduces capital

spending and U.S.
export growth

\
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Negative wealth effect of
declining home and stock

prices employment
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Credit quality deteriorates, income
banks more reluctant to lend
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Durable goods industries are moving into recession

Communications equipment
+ Private nonresidential construction
Navigation, measuring, electromedical, &
controlling instruments
Medical equipment & supplies
Qil & gas well drilling

Mining, il field, & gas field machinery

Electrical equipment

Accelerating Deaeler;;ng Public works construction
Growth ro / Aerospace product & parts

Accelerating
Decline

Decelerating
Decline

Alumina & aluminum
Fabricated metal products
Iron & stesl products
Material handling equipment

/ Construction machinery
Ventilation, heating, air conditioning & commercial [ Metalworking machinery
refrigeration equipment . .
Industrial machinery Engine, turbines, & power

transmission equipment
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Falling Capacity Utilization and Tight Credit Drive Down Business
Investment Spending

Business Investment, Inflation-Adjusted
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Most Durable Industries Are In Recession

Durable Manufacturing Production

| PecentChange || PercentChange

Industry 2008 2009 2010 Industry 2008 2009 2010

Iron & Steel -4 -9 -2 Drilling Equipment 11 -12 -1
Metalworking

Alumina & Aluminum 1 -10 2 Machinery -1 -11 0
Commercial, Service &

Electrical Equipment 1 -10 -1 Other Machinery -1 -10 -1

Forging and Stamping 2 -8 -1 Industrial Machinery -13  -14 4

Architectural &

Structural Metals -1 -15 -6 HVAC Equipment -9 -12 1

Engines & Turbines -10 -9 1 Motor Vehicles & Parts -14  -17 0

Ag. Equipment -5 -15 -2 Aerospace 1 2 11

Construction Machinery -4 -17 -4 Ship & Boat Building -7 -8 -2

Source: Federal Reserve Board, Global Insight, MAPI
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Two Speed World: Advanced Countries In Manufacturing Recession

Manufacturing Production Growth

Percent Change
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Two Speed World: Developing Countries Grow At A Decelerating Rate

Manufacturing Production Growth
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