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ECONOMIC SLOWDOWN AND RECOVERY
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THE STATE OF NEW ENGLAND
Foreword by Arindam Bandopadhyaya

Signs of troubled economic times abound. The CoroenBepartment recently reported a dip in
retail sales by 0.2 percent in April 2008, the setdrop in the past three months. In addition,
business inventories increased by only 0.1 peiliceiiiarch, representing the smallest advance in
a year and another sign of the weakening econdergn though the economy has not yet posted
a negative growth in GDP, with unemployment ratéhenrise many analysts believe the
economy has slipped into a recession.

Among all this, there may be some reason for Mdmssetts to cheer. A recent article in the
Boston Globe, citing the results of a UMASS study, pointed that first quarter GDP growth in
the state has been four times that of the natipaed, and that Massachusetts has added 4,600
jobs during this period at a time when the US eaontost 200,000 payroll jobs. However, a
confluence of falling home values, rising food @yetosts may result in a slowing of consumer
spending and the rate of economic expansion andogmpnt growth is likely take a downward
turn.

Even as we look in to the months ahead Rimancial Services Forum decided to see how the
economy of Massachusetts, and those of the otherBgland states, fared in the past few
years. We paid particular attention to how eadnemy recovered from the national and
regional downturn after the dotcom bust in theye2000s. We find that Massachusetts’
aggregate personal income growth increased taglteht level in the last four years and that the
per capita personal income was substantially mwae the United States as a whole. However,
some disturbing trends emerge from an analysisetiata. For example, economic recovery,
measured by GDP growth, in Massachusetts was nmobast compared to the national
recovery. While the unemployment rate in Massagtisisemained below the national rate even
as they both inched up from record lows in theye20l00s, joblessness became more acute
regionally compared to the nation beginning inyeaf06. As signs of economic slowdown
begin to appear at a rapid pace it may be prudetatke notice of these past trends lest they
repeat in the future.

What follows is an analysis of the key macroecormatm@nds in the six New England states.
Using data publicly available in 2007, we examieadls in GDP growth, population, personal
income and unemployment rate in each state. Wade@ breakdown of each state by GDP
category and provide an overall weighting by sigsators.

This report is based on work that was done by W&teck. Walter is a graduate of UMass-
Boston MS-A program and currently works for Statiee& Global Advisors. The executive
summary was prepared with the help of Wei Tang, sloMS-A candidate at UMass-Boston
and a Financial Services Forum Research Assistauit.reports are available upon request.
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EXECUTIVE SUMMARY: C

Connecticut Real GDP Values and Growth

I Growth ——Real GDP by state (millions of chained 2000 dollars) \
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Graph 3: Aggregate Personal Income

Connecticut State GDP by Category
(values in millions of US dollars)
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Graph 5: GDP by category

ONNECTICUT AT A GLANCE

Connecticut Population and Growth

$200,000 200% 4,000,000
$180,000 180% 3,500,000
3,457,927 3,482,326 3,493,893 3,500,701 3504809 o
$160,000 160%
3,000,000
$140,000 140%
25500000
$120,000 120%
$100,000 100% 2,000,000
$80,000 080% 072% 071% 1,500,000
$60,000 % -
s40000 X 036
. . -  am
o = |
$- 2002 2003 2004 2005 2006
Sesonally Adusted Monthy Unenploynert Rate
200,000,000
180,000,000 AN
160,000,000
50%

140,000,000
120,000,000

7

B

H
100,000,000 & f“‘-’.f/

2
0000000 .x
60,000,000
40,000,000 N
20,000,000

ARSI RIS
Graph 4: Unemployment Rate

Connecticut Private Service-Providing GDP by State by Supersector
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Aggregate Analysis

Gross Domestic Product (GDP)

» Connecticut's GDP growth increased to 2.6% in 2006

» Connecticut’'s improved GDP growth in 2006 was hattas great as the US GDP growth

» The gap between Connecticut's GDP growth and th#teoUS as a whole continued to
widen in 2006

Population
» Connecticut’s population growth stayed positiv@®6 but continued to slow down

Personal Income

» Connecticut’s aggregate personal income growth gaisipward in 2006

» Connecticut's per capita personal income in 200passed 2005 levels

» The majority of personal income came from net wagmings, followed by dividends,
interest, rent and then by personal current tramsteipts

Employment

» Connecticut's non-farm employee growth continuethtwyease for the third consecutive
year in 2006

Unemployment

» Connecticut’'s unemployment rate remained belowdhiged States as a whole
» Gap between the two closed somewhat over thedagtle of years

Goods-producing / Service-providing / Government

GDP

» Majority of GDP was from private service-providimglustries

» Connecticut experienced positive growth in all énneajor categories

» Connecticut's GDP was more concentrated in theiceproviding industries than that
of the United States as a whole

Earnings

» Majority of earning was from the private serviceyading industries
» Connecticut saw the most growth in earnings ingivernment sector

Employment

» Majority of Connecticut’'s employees were employedthe private service-providing
industry
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» Employees in the private goods-producing industrytioued to decline and employees
in the private service-providing industry and gaweent continued to increase

Private service-providing super sectors

GDP

» The overall weighting by super sector saw the lstrgesighting Financial Activities
followed by Professional and Business Services

Earnings

» Similar to the United States, Connecticut’s earaimgre weighted towards Wholesale
and Retail Trade

Employment

» The largest number of Connecticut employees wasdau Education and Health
Services

» Education and Health Services experienced the rap&t growth in 2006

» The United States employed the largest amounéople in Wholesale and Retail Trade

» The United States continued to see the fastestamplgrowth in the Professional and
Business Services
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EXECUTIVE SUMMARY: MASSACHUSETTS AT A GLANCE

Massachusetts' Real GDP Values and Growth

Massachusetts Population and Growth

B Growth —— Real GDP by state (millions of chained 2000 dollars) ‘
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Aggregate analysis

Gross Domestic Product (GDP)

» Massachusetts’ GDP growth was less than 3 pernet@(6
» Massachusetts’ growth still lagged the United Sta&DP growth

Population

» Massachusetts population growth was once againiymmsi 2006
» Compared to the United States, Massachusetts cestito lag significantly in population
growth

Personal Income

» Massachusetts’ aggregate personal income growtbased to its highest level in the last
four years

> Per capita personal income was substantially niae the United States as a whole

» Similar to the United States, the majority of p@&@oincome came from net earnings
followed by dividends interest and rent then byspeal current transfer receipts

Employment

» Massachusetts’ non-farm employee growth rate coadrio increase
» Massachusetts’ growth mirrored the United Stategdr trend of increasing growth

Unemployment

» Massachusetts’ unemployment rate started an uptnend at the end of 2006
» The United States unemployment rate trend continoiei@cline

Goods-producing / Service-providing / Government

GDP

» In comparison to 2005, the category weightingsGBP remained the same while each
increased in size

> Private service-providing industries experienceaafdstest growth and Government was
the slowest

» Massachusetts weighting towards private serviceigitog industries was significantly
higher than that of the United States

Earnings

» Massachusetts’ private service-providing industigittued to see the highest weighting
and was significantly higher than the United Statesghting in this area
» The heavily weighted private service-providing iatties saw the most growth in 2006
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Employment

» Majority of Massachusetts’ employees were emplagetie private service-providing
industry

» Employees in the private goods-producing industrytioued to decline and employees
in the private service-providing industry and gawaent continued to increase

Private service-providing super sectors

GDP

» Financial Activities was the largest weighting &nlled by Professional and Business
Services

Earnings

» Massachusetts’ earnings were weighted to Profeslsaod Business Services
> Professional and Business Services continued tbdaeings growth
» the United States’ earnings were concentrated iolégale and Retail Trade

Employment

» The largest number of Massachusetts employeesniths Education and Health
Services.

Education and Health Services had the largestaseren employee

The United States employed the largest amouneople in Wholesale and Retail Trade
The United States continued to see the fastestam@lgrowth in the Professional and
Business Services

YV V

P COLLEGE OF 8
{4 Management
UMASS.

BOSTON

Financial Services Forum




EXECUTIVE SUMMARY: MAINE AT A GLANCE

Maine Real GDP Values and Growth

[ Growth —— Real GDP by state (millions of chained 2000 dollars) |
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Graph 3: Aggregate Personal Income
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Maine State GDP by Category
(values in millions of US dollars)
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Aggregate Analysis

Gross Domestic Product (GDP)

» Maine’s GDP growth increased to 1.9% in 2006
» Maine’s growth still lagged the United States GD&wgh as a whole

Population

» Maine’s population growth rate declined slightlyA006
» Compared to the United States as a whole, Maingruas to lag significantly in
population growth

Personal Income

» Maine’s aggregate personal income growth incretséd highest level in the last four
years but less than the United States as a whole

» Maine’s per capita personal income growth jumpedaard in 2006 to reach the highest
level but was less than the United States as aevhol

» The majority of personal income came from net eaysi followed by personal current
transfer receipts, and then by dividends, intesesd, rent

Employment

» Maine’s non-farm employee growth became positivedf6 but was still significantly
less that of the United States as whole

Unemployment

» Maine’s level of unemployment continued to decln# it surpassed that of the United
States as a whole in 2006

Goods-producing / Service-providing / Government

GDP

» Maine experienced GDP growth in all three categone2006

» Maine experienced the fastest growth in privatgiserproviding industries, followed
closely by private goods-producing industries drehtby government

» Maine’s concentration of GDP from government waghhbr than that of the United
States as a whole and concentration of GDP fronséhéce-providing category was
lower

Earnings

» Maine tied Vermont for the smallest percentageashiegs coming from the private
service-providing industry of all of the New Engibastates

» Maine had the highest percentage of earnings frengovernment category in
comparison with the New England states
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» Maine continued to see the most growth in earnmigfsin the private goods-producing
industry in 2006

Employment

» Majority of Maine’s employees were employed in finvate service-providing industry

» Maine tied Vermont to employ the highest percentagamployees within the
government category when compared with the other Biegland states

» Employees in the private goods-producing industrytioued to decline and employees
in the private service-providing industry and gawaent continued to increase

Private service-providing super sectors

GDP

» Similar to in the United States in Maine, Finan@ativities was the largest weighting
followed by Professional and Business Services

Earnings

» Maine’s earnings was weighted to Wholesale andiREtade and Education and Health
Services

> Professional and Business Services continued tbdaeings growth

» Maine’s earnings were concentrated in WholesaleRetdil Trade

Employment

» The largest number of Maine employees was in thec&ibn and Health Services.
» Professional and Business Services had the larggstise in employee
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EXECUTIVE SUMMARY: NEW HAMPSHIRE AT A GLANCE

New Hampshire Real GDP Values and Growth

New Hampshire Population and Growth

I Growth —— Real GDP by state (millions of chained 2000 dollars) \
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Graph 3: Aggregate Personal Income

New Hampshire State GDP by Category
(values in millions of US dollars)
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Aggregate Analysis

Gross Domestic Product (GDP)
» New Hampshire’s GDP growth in 2006 continued tdideaeaching 1.3%

Population
» Population growth remained strong in comparisooth@r New England States but

declined slightly in 2006
» Population growth was lower than that of the Uni&dtes as a whole

Personal Income

» Aggregate personal income growth increased slightB006 but was lower than the
United States as a whole

» Per capita personal income growth increased in d0®&vas lower than the United
States as a whole

» The majority of personal income came from net eaysi followed by dividends, interest
and rent and then by personal current transfeipesce

Employment

» New Hampshire’s 2006 non-farm employee growth staged positive but dropped from
1.4% to 0.5% and was lower than that of the Un8&ates as whole

Unemployment

» New Hampshire’s overall employee growth rate cargthto lag that of the United States
as a whole in 2006

Goods-producing / Service-providing / Government

GDP

» Majority of New Hampshire’s GDP was from privatesee-providing industries

» New Hampshire’s GDP growth rate remained positivall three categories

» New Hampshire’s GDP was more concentrated in thecgeproviding industries than
that of the United States as a whole

Earnings

» Majority of New Hampshire’s earnings was from thizgte service-providing industries,
followed by government then by private goods-provgdndustries

» New Hampshire saw the most growth in earnings énpitivate service-providing
industry and in government
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Employment

» Majority of New Hampshire’s employees were employethe private service-providing
industry

» Employees in the private goods-producing induséglided at a decreasing rate in 2006,
while employees in the private service-providindustry continued to increase at an
increasing rate

Private service-providing super sectors

GDP

» The overall weighting by super sector saw the Istrgesighting in Financial Activities
followed by Wholesale and Retail Trade

» Unlike the United States, New Hampshire’s GDP glowas lead by Professional and
Business Services

Earnings

» New Hampshire’s earnings were weighted to WholeaateRetail Trade followed by
Education and Health Services and ProfessionaBaisthess Services

Employment

> Similar to the United States, the largest numbéf@is Hampshire’'s employees was in
the Wholesale and Retail Trade

» Similar to the United States, New Hampshire expeed the most growth in earnings in
the Professional and Business Services
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EXECUTIVE SUMMARY: RHODE ISLAND AT A GLANCE

Rhode Island Real GDP Values and Growth
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Rhode Island Private Service-Providing GDP by State by Supersector
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Aggregate analysis

Gross Domestic Product (GDP)

» Rhode Island’s GDP growth recovered in 2006 to 1.8%
» Rhode Island’s improved GDP growth in 2006 wasasogjreat as United States as a
whole

Population
» Rhode Island’s population growth continued be negah 2006

Personal Income

» Rhode Island’s aggregate personal income growtteased in 2006 to reach its highest
level of growth in the last four years but loweanhthe United States as a whole

» Rhode Island’s per capita personal income growdhkhred its highest level in the last
four years, higher than that of the United Statea whole

» The majority of personal income came from net eay®i followed by personal current
transfer receipts and then by dividends interedtrant

Employment

» Rhode Island’s 2006 non-farm employee growth camtihfor the fifth consecutive year
but was lower than that of the United States abalev

Unemployment

» Rhode Island’s unemployment rate continued to abmye the United States as a whole
and the gap between the two appears to be widéumitiger

Goods-producing / Service-providing / Government

GDP

» Majority of Rhode Island’s GDP is from private seprproviding industries

» Rhode Island experienced positive growth in privagevice-providing industries and
GPD growth from government continued to decline

» Rhode Island’s GDP was more concentrated in thecgeproviding industries than that
of the United States as a whole

Earnings

» Majority of Rhode Island’s earnings was from thevg@te service-providing industries
» Connecticut saw the most growth in earnings ingig\service-providing industries

Employment
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» Majority of Rhode Island’s employees were employethe private service-providing
industry

» Rhode Island’s employees in private goods-produidgstry and government
continued to decline at a decreasing rate, andaraps in the private service-providing
industry continued to increase at an increasing rat

Private service-providing super sectors

GDP

» The overall weighting by super sector saw the lstrgesighting Financial Activities,
followed by Education and Health Services and Wéalkeand Retail Trade

» Unlike the United States, Rhode Island’s GDP growds lead by Professional and
Business Services

Earnings

» Rhode Island earnings were weighted to WholesaleRatail Trade and Education and
Health Services

Employment

» Similar to the United States the largest numbdRludde Island employees was found in
the Wholesale and Retail Trade

» Similar to the United States Rhode Island expegdritbe most growth in earnings in the
Professional and Business Services
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EXECUTIVE SUMMARY: VERMONT AT A GLANCE

Vermont Real GDP Values and Growth
Vermont Population and Growth
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Graph 1: GDP Growth

Vermont Personal Income Values and Growth
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Graph 3: Aggregate Personal Income

Vermont State GDP by Category
(values in millions of US dollars)
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Graph 4 Unemployment Rate

Vermont Private Service-Providing GDP by State by S upersector

Other Services Wholesale and
Leisure and 3% Retail Trade
Hospitality 20%
8%

Education and
Health Services

Utilities
18% 7%
Professional and Financial Activities Information
Business Services 26% 6%
12%

Graph 6: Overall Weighting by Super Sector

Transportation and

P
A
UMASS.

BOSTON

Financial Services Forum

18




Aggregate analysis

Gross Domestic Product (GDP)

» Vermont's GDP growth increased slightly to 2.8%2006
» Vermont's GDP growth continued to lag the Unitedt&$ as a whole

Population

» Vermont’s population growth rate declined slightiy2006
» Vermont’s population growth lag substantially tbathe United States as a whole

Personal Income

» Vermont's aggregate personal income growth rateongd in 2006 but was lower than
that of the United States as a whole

» Vermont’s per capita personal income growth cor@thto increase, reaching the highest
level in the previous four years but continuedai the United States as a whole’s

» The majority of personal income came from net eay®i followed by personal current
transfer receipts and then by dividends interedtrant

Employment

» Vermont’'s 2006 non-farm employee growth stayedtpasin 2006 but still significantly
lagged that of the United States as whole

Unemployment

» Vermont’'s unemployment level remained below thathefUnited States as a whole but
the gap between the two is diminishing

Goods-producing / Service-providing / Government

GDP

» GDP percentage from private service-producing itréessis the highest

» Vermont experienced the fastest growth in privat®ise-producing industries followed
closely by private goods-producing industries drehtby government

» Vermont's GDP concentration was similar to thathef United States as a whole

Earnings

» Vermont tied Maine for the smallest percentageanhigs coming the private service-
providing industry of all of the New England states
» Vermont saw the most growth in earnings in thegigservice-providing industry

Employment
» Majority of Vermont’ employees were employed in firevate service-providing industry
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» Vermont tied Maine to employ the highest percentagamployees within the
government category when compared with the other Biegland states

» Employees in the private goods-producing industrytioued to decline and employees
in the private service-providing industry and gawaent continued to increase

Private service-providing super sectors

GDP

» The overall weighting by super sector saw the lstrgesighting Financial Activities
followed by Wholesale and Retail Trade.
» GDP growth was lead by Professional and businesscgs

Earnings

» Vermont’s earnings were weighted to Wholesale ae@iRTrade
» Professional and Business Services continued tbdamings growth

Employment

» The largest number of Vermont employees was foartde Education and Health
Services which also had the largest increase in®maes
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