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An Economist at ISI Group Inc. in New York, say ―The economy will clock in with solid growth of 4.5% this year. The US recovery
continued during the first quarter of this year with more businesses hiring workers and fewer cutting jobs, but the pace of growth has
slowed, a new survey shows.‖
The effect of the Global Financial Crisis was:
The financial crisis of 2008 to the present is a crisis triggered by a liquidity shortfall in the United States banking system
caused by the overvaluation of assets. It has resulted in the collapse of large financial institutions, the bailout of banks by
national governments and downturns in stock markets around the world.
In many areas, the housing market has also suffered, resulting in numerous evictions, foreclosures and prolonged vacancies.
The collapse of a global housing bubble caused the values of securities tied to real estate pricing to plummet thereafter,
damaging financial institutions globally.
Questions regarding bank solvency, declines in credit availability, and damaged investor confidence had an impact on global
stock markets, where securities suffered large losses during late 2008 and early 2009.
Economies worldwide slowed during this period as credit tightened and international trade declined.
When the government recently revised 2009 fourth quarter gross domestic product (GDP) upwards to a robust 5.9%, some analysts
called the year end growth spurt a ―one-hit wonder.‖ And, with the volatility that has wracked the markets in the past few weeks; no
one seems to know whether the economy is rebounding… or sinking deeper into recession. An eagle eye on the different indicators
of the economic growth:
Economic Indicator: Real Gross Domestic Product (GDP) increased at an annual rate of 3.2 percent in the first quarter of
2010
Tax Effect: Corporate profits first are taxed at the firm level and are subject to a combined federal and average state
corporate tax rate of 39.1 percent.
Per Capita Income: The expiration of the Bush tax cuts and new Medicare taxes on investment income that were part of
recent health care reform will push the top effective tax rate on dividends in the U.S. to 68 percent in 2011 - highest among
all industrialized nations.
Standardized unemployment rate: Total nonfarm payroll employment declined by 125,000 in June, and the
unemployment rate edged down to 9.5 percent.
US International Transaction: The U.S. current-account deficit—the combined balances on trade in goods and services,
income, and net unilateral current transfers—increased to $109.0 billion (preliminary) in the first quarter of 2010, from
$100.9 billion (revised) in the fourth quarter of 2009.
Crude oil price: U.S. oil use will average 18.89 barrels a day this year, up 200,000 barrels from 2009. This year’s forecast
was decreased 30,000 barrels from the June estimate.
But, if you cut through the noise, there are real signs that businesses are thriving, and will soon resume hiring. And the main engine
of the economy – the American consumer – is getting up off the mat and spending again. So while it’s unlikely GDP will grow at a
blistering pace in 2010, the U.S. economy will deliver growth. Estimates of economists surveyed by Bloomberg last month showed
the world’s largest economy will grow upwards of 3% this year. It might not be a straight shot to the top, but better times are ahead
of us. And, we’ll recommend a company that will skyrocket as the economic rebound takes hold…Let’s have a glance of the ―USA‖
economy for the year 2008-2010(Q1).
Economic Indicator
Real Gross Domestic Product (GDP) increased at an annual rate of 3.2
percent in the first quarter of 2010, according to the ―advance‖
estimates of the national income and product accounts (NIPAs) (chart
1 and table 1). In the fourth quarter of 2009, real GDP increased 5.6
percent.
The deceleration in real GDP in the first quarter primarily reflected
decelerations in inventory investment and exports, a downturn in
residential fixed investment, and a larger decrease in state and local
government spending. In contrast, consumer spending accelerated,
and imports slowed.
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Real disposable personal income (DPI) was unchanged in the first quarter after increasing 1.0 percent in the fourth quarter, reflecting
a deceleration in current-dollar DPI that was offset by a deceleration in the PCE implicit price deflator that is used to deflate DPI.
The deceleration in current-dollar DPI reflected acceleration in personal income that was more than offset by a sharp upturn in
personal current taxes. Consumer spending accelerated in the first quarter of 2010 and added 2.55 percentage points to real GDP
growth. The acceleration reflected accelerations in durable goods and in services. Nondurable goods increased about the same as in
the fourth quarter.
Year

2008

Quarter

2009

2010

3

4

1

2

3

4

1

Chained (2005)
dollars:

Chained
(2005)
dollars:

Chained
(2005)
dollars:

Chained
(2005)
dollars:

Chained
(2005)
dollars:

Chained
(2005)
dollars:

Chained (2005)
dollars:

Gross domestic product

43,662

42,963

42,172

42,011

42,146

42,621

42858

Gross national product

44,141

43,285

42,474

42,288

42,506

42,934

43260

Personal income

32,238

32,431

32,387

32,815

32,436

32,366

32454

Disposable personal income

30,368

30,061

30,047

29,922

30,059

30,110

30308

Personal consumption expenditures

10,465

10,168

10,211

10,112

10,265

10,313

10456

Goods

3,734

3,520

3,547

3,490

3,647

3,642

3741

Durable goods

6,722

6,624

6,641

6,596

6,606

6,656

6708

Nondurable goods

19,898

19,878

19,824

19,794

19,786

19,791

19851

Services

305,177

305,890

306,496

307,101

307,815

308,521

309120

Effect of Tax Effect on Corporate Profit
The expiration of the Bush tax cuts and new Medicare taxes on investment income that were part of recent health care reform will
push the top effective tax rate on dividends in the U.S. to 68 percent in 2011 - highest among all industrialized nations. Corporate
profits first are taxed at the firm level and are subject to a combined federal and average state corporate tax rate of 39.1 percent. For
income distributed as a dividend, the second layer of tax is then paid by individual shareholders, which prior to the enactment of
health care reform legislation had a top rate of 17.3 percent. With the sunset of the 2003 Bush tax cut at the end of 2010, which will
increase the federal dividend tax rate from 15 percent to 39.6 percent, and the new Medicare tax on investment income of 3.8 percent,
the integrated effective dividend tax rate will rise dramatically to 68 percent.
Year

2008(in %)

2009(in %)

2010

Quarter

1

2

3

4

1

2

3

4

1

Profit Before Tax

(9.10%)

(1.70%)

(1.10%)

(32.80%)

17.60%

7.30%

11.80%

9.20%

13.20%

Profit After Tax

(4.10%)

(1.70%)

(0.30%)

(34.20%)

16.60%

5.60%

13.80%

8.20%

12.10%

Year

2008(in millions)

2009(in millions)

2010

Quarter

1

2

3

4

1

2

3

4

1

Profits before tax

($162.3)

($27.3)

($16.9)

($516.5)

$186.4

$90.6

$157.9

$137.0

$215.1

Profits after tax

($55.40)

($21.60)

($4.10)

($435.10)

$139.30

$55.00

$142.80

$96.20

$153.80

Per Capita Income: Real personal income for Americans -- excluding government payouts such as Social Security -- has fallen by
3.2% since president Barack Obama took office in January 2009. For comparison, real personal income during the first 15 months in
office for President George W. Bush, who inherited a milder recession from his predecessor, dropped 0.4%. Income excluding
government payouts increased 12.7% during Mr. Bush's eight years in office. Under President Obama, only federal spending is going
up; jombs, business startups, and incomes are all down. It is proof that the government can't spend its way to prosperity.
Two of the most populous states in the country reported dramatic declines: Per capita income in California dropped 3.5 percent to
$42,325; in New York, the drop was 3.8 percent to $46,957.
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[Millions of dollars, seasonally adjusted at annual rates]
2008

2009

Q IV
12,218,427

2010

Percent change from preceding quarter/1

Q I\r

Q II\r

Q III\r

Q IV\r

Q I\p

2009:I

2009:II

2009:III

2009:IV

2010:I

11,939,357

12,034,685

11,988,807

12,054,392

12,167,340

-2.3

0.8

-0.4

0.5

0.9

p Preliminary.
1. Percent changes are expressed at quarterly rates.
Note: Estimates may not add to totals because of rounding.

Standardized Unemployment Rate
Total nonfarm payroll employment declined by 125,000 in June, and the unemployment rate edged down to 9.5 percent, the U.S.
Bureau of Labor Statistics reported today. The decline in payroll employment reflected a decrease (-225,000) in the number of
temporary employees working on Census 2010. Private-sector payroll employment edged up by 83,000.
From December 2008 to December 2009, employment declined in 325 of the 334 largest U.S. counties according to preliminary data,
the U.S. Bureau of Labor Statistics reported today. Trumbull, Ohio, posted the largest percentage decline, with a loss of 8.6 percent
over the year, compared with a national job decrease of 4.1 percent. Almost 54 percent of the employment decline in Trumbull
occurred in manufacturing, which lost 3,504 jobs over the year (-22.7 percent). Arlington, Va., experienced the largest over-the-year
percentage increase in employment among the largest counties in the U.S., with a gain of 0.5 percent.
The U.S. average weekly wage increased by 2.5 percent over the year. Among the large counties in the U.S., Douglas, Colo., had the
largest over-the-year increase in average weekly wages in the fourth quarter of 2009, with a gain of 26.1 percent. Within Douglas,
professional and business services had the largest over-the-year increase in average weekly wages with a gain of 99.8 percent. A
fourth-quarter acquisition in this industry resulted in large payouts, which may include bonuses, severance pay, and stock options. St.
Louis City, Mo., experienced the largest decline in average weekly wages with a loss of 33.9 percent over the year. This decline
reflects a return from very high levels in 2008 caused by an acquisition in professional and business services and manufacturing.
Frequency

Annual

Quarterly
2009

Time

2007

2008

2009

United
States

4.6

5.8

9.3

Monthly
2010

2009

Q2

Q3

Q4

Q1

Q2

Oct09

9.3

9.7

10

9.7

9.7

10.1

2010

Nov09

Dec09

Jan10

Feb10

Mar10

Apr10

May10

Jun10

10

10

9.7

9.7

9.7

9.9

9.7

9.5

US International Transaction
The U.S. current-account deficit—the combined balances on trade in goods and services, income, and net unilateral current
transfers—increased to $109.0 billion (preliminary) in the first quarter of 2010, from $100.9 billion (revised) in the fourth quarter of
2009. The increase was the third consecutive quarterly increase since the deficit of $84.4 billion in the second quarter of 2009, which
was the smallest deficit since the third quarter of 1999. The increase was more than accounted for by an increase in the deficit on
goods. An increase in net unilateral current transfers to foreigners also contributed. Increases in the surpluses on income and services
were partly offsetting.
Goods and services: The deficit on goods and services increased to $115.3 billion in the first quarter from $104.7 billion in
the fourth.
Income receipts: Income receipts on U.S.-owned assets abroad increased to $162.8 billion from $155.2 billion. The increase
was more than accounted for by higher direct investment receipts. Other private receipt (which consists of interest and
dividends) declined slightly and U.S. government receipts were little changed.
Income payments: Income payment on foreign-owned assets in the United States rose to $119.0 billion from $118.2 billion.
The increase was more than accounted for by an increase in direct investment payments. Other private payment (which
consists of interest and dividends) declined and U.S. government payments were slightly higher.
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Financial Account:
a) Net financial inflows were $31.3 billion in the first quarter, down from $115.7 billion in the fourth.
b) U.S.-owned assets abroad increased $300.8 billion in the first quarter, following an increase of $8.7 billion
in the fourth.
c) U.S. direct investment abroad was $105.0 billion in the first quarter, up from $83.2 billion in the fourth

quarter.

d) Foreign-owned assets in the United States increased $332.1 billion in the first quarter, following an increase of $103.6
billion in the fourth.
e) Net private foreign purchases of U.S. Treasury securities were $103.4 billion in the first quarter, up sharply from $15.2
billion in the fourth.
f) Net private foreign purchases of U.S. securities other than U.S. Treasury securities were $5.2 billion in the first quarter,
down from $20.4 billion in the fourth.
g) Net foreign sales of U.S. federally sponsored agency bonds were $1.4 billion, a shift from net foreign purchases of $2.4
billion. Net foreign sales of U.S.corporate bonds were $28.1 billion, up from $19.5 billion.
h) Foreign direct investment in the United States was $47.3 billion in the first quarter, following investment of $41.5 billion
in the fourth. The increase was more than accounted for by a shift to net intercompany debt investment in the United States.
In contrast, equity investment and reinvested earnings both declined. In the first quarter, the U.S. dollar appreciated 3
percent on a trade-weighted quarterly average basis against a group of 7 major currencies.

CRUDE OIL PRICES: 2008-2010
As the US economy continues to recover from its deep recession, economists and other observers have begun to voice fears of a
―double-dip‖ recession, and those fears have helped keep a lid on oil prices in recent weeks.
After posting three consecutive quarters of growth from Q3 of 2009 to Q1 of 2010, much fear that the US economy (as measured by
percentage growth of GDP) could be edging toward a double-dip recession this quarter. Essentially, economic recovery usually
begins modestly and picks up steam as companies and individuals increase spending, which stimulates economic activity and creates
jobs, which provide more individuals and companies with more spending money, and the cycle continues. In a double-dip recession,
the initial recovery does not gain enough momentum to pull the economy completely out of recession, and raises fears of a deeper
and prolonged second recession. Fears of the double-dip (which investopedia calls a ―worst-case scenario‖) often lead to timidity in
markets and constraints on economic activity—which could ironically turn those fears into self-fulfilling prophecies.
With persistently high unemployment and negative economic news being the norm for Q2 of 2010, fears of a double-dip recession
have made their way into today’s economic reality. According to reports from several economic news sources, those fears are
keeping oil prices low, and will likely continue to do so in the near term. A double-dip recession in the US would almost certainly
lead to a drop-off in oil demand and falling prices; jittery oil traders have begun to anticipate that trend, bringing current prices down.
US government raised its outlook for global oil consumption this year to 85.82 million barrels a day from 85.51 million last month.
That’s up 1.9 percent from last year’s 84.26 million. The 2009 demand figure was revised from 84.01 barrels a day. Oil use will
climb to 87.29 million in 2011, 170,000 barrels a day higher than last month’s projection.
U.S. oil use will average 18.89 barrels a day this year, up 200,000 barrels from 2009. This year’s forecast was decreased 30,000
barrels from the June estimate.
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Crude Oil Prices
Month
January
February
March
April
May
June
July
August
September
October
November
December
Average

2008
2009
$84.70
$33.07
$86.64
$31.04
$96.87
$40.13/$39.88
$104.31
$42.45/$42.20
$117.40
$51.27/$51.02
$126.33
$61.71/$61.46
$126.16
$56.16
$108.46
$62.80
$96.13
$60.98
$68.50
$67.43
$49.29
$69.43
$32.94
$66.33
$91.48
$53.56/$53.48
*2010 Average through June

2010
$69.85
$68.04
$72.90
$76.31
$66.25
$76.68

$71.69*

Business with India
The ripples of crumbling USA market can be witnessed all over the world. Whatever happens in America, its impact can be felt way
beyond the United States. Indian economy is no exception to this rule. Many banks are almost on the verge of collapse and frantic
steps are undertaken by respective governments to prop them up. India, on the other hand, is far more fortunate. Many factors are
responsible for relatively less negative impact on Indian economy.
The slow pace of financial reforms taking place in India, cautious approach towards permitting foreign investments in Indian
business sectors, numerous bureaucratic hurdles and regulatory constraints have turned out to be advantageous for India. India has
always been criticized for its slow speed in economic growth but in hindsight it’s that very turtle speed has proved to be a blessing
in disguise.
Indian financial system has very little exposure to foreign assets and their derivative products and that’s the prime reason India won’t
be as adversely affected as other major countries. Revival of world economy will take a long time. Though, India will be affected in
certain aspects like, low investments by foreign companies. Many FIIs (financial institutional investors) are heavily selling their
holdings in numerous Indian companies and that is reflecting in gloom and doom scenario in stock exchange. Apart, companies,
mainly IT and ITES companies whose prime business target is USA are bound to suffer. Also, textile companies will find themselves
with low top line and bottom-line growth in their balance sheets because of less demand from foreign countries and consequently less
revenue from exports.
Another impact would be seen in financial reforms taking place in India. India’s cautious approach towards integrating with world
economy has paid off and now even more caution would be taken in de-regularization of the financial sector considering conditions
of market based economies. More regulations are expected to come into force so that India does not have to face similar worst
conditions as faced by ASEAN countries in 1997-98 crisis and recession of 2008. Let’s have a look into the accounts of USA’s
business with India (amount in millions of dollars):
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Business with China
In China the impact of international financial crisis has been varied and it has not been open and clear due to lack of transparency and
information gathering in China. In financial field China Investment Corp., the sovereign wealth fund that bought stakes in Morgan
Stanley and Blackstone Group LP before their stocks plunged, may have as much as $5.4 billion frozen in a U.S. money-market
account. Stable Investment Corp., an affiliate of Beijing-based CIC, was the largest shareholder in Reserve Primary Fund on Sept. 1,
according to regulatory filings. Reserve Primary suspended withdrawals after becoming the first U.S. money- market fund in 14
years to leave investors with losses. Stable Investment had about $6 billion in additional U.S. money-market funds earlier this year.
China, which has primarily held its $1.8 trillion in currency reserves in low-yielding U.S. government debt, set up CIC last year to
put about $200 billion into assets with higher rates of return, such as stocks and corporate bonds. It invested $5 billion in Morgan
Stanley, the second-biggest U.S. investment bank, and $3 billion in buyout firm Blackstone, manager of the largest leveraged buyout
fund. Both New York-based companies have lost more than 70 percent of their market value since the purchases.
Let’s have a look into the accounts of USA’s business with China (amount in millions of dollars):
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Looking Forward
U.S. unemployment will surge to 10 percent this year and the budget deficit will be $1.5 trillion next year, both higher than previous
Obama administration forecasts because of a recession that was deeper and longer than expected.
The Office of Management and Budget forecasts a weaker economic recovery than it saw in May as the gross domestic product
shrinks 2.8 percent this year before expanding 2 percent next year, according to the administration’s mid-year economic review
issued today. The Congressional Budget Office, in a separate assessment, forecast the economy will grow 2.8 percent next year. Both
see the GDP expanding 3.8 percent in 2011.
While the danger of the economy immediately falling into a deep recession has receded, the American economy is still in the midst
of a serious economic downturn. The long-term deficit outlook remains daunting.
The budget shortfall for 2010 would mark the second straight year of trillion-dollar deficits. Along with the unemployment numbers,
the deficit may complicate President Barack Obama’s drive for his top domestic priority, overhauling the U.S. health care system.

Spending Caps
Administration and congressional budget officials expect the unemployment rate, which was 9.4 percent last month, to keep rising.
White House officials said the rate likely will rise to 10 percent by the end of 2009, averaging 9.3 percent for the entire year.
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It will worsen to a 9.8 percent average in 2010 instead of the 7.9 percent estimate in May.

Deficit Projections
The median estimate of 31 economists in a Bloomberg News survey completed Aug. 21 was for a fiscal year 2010 deficit of $1.3
trillion.
The outlook for the 2009 fiscal year is slightly better than the previous forecast. The government’s shortfall will peak this year at
$1.58 trillion before narrowing over the next decade. That is less than the $1.84 trillion projected in May because budget officials
were able to delete hundreds of billions of dollars that had been set aside for bank bailouts.
Last year’s deficit was $459 billion.
The CBO estimates the budget deficit will total $1.6 trillion this year, or 11.2 percent of the GDP, and $1.4 trillion in 2010.

Market Reaction
The market will view this as a very consensus-oriented forecast‖ and there won’t be any significant reaction
Prediction is Congress will pass a second ―mini‖ stimulus bill next year of about $250 billion to aid jobless workers, state
governments and home buyers. The economy will be growing at an uncomfortably slow rate, not enough to bring down
unemployment, and of course it’s an election year
Govt. defended the trillion-dollar deficits during a recession and said they shouldn’t be used to block the administration’s health-care
initiative. Revising the way the nation pays for medical care will help save money.
Sources:
1.
2.
3.
4.

5.

Bureau of Economic Analysis.
OECD Statistics.
American Economy Statistics.
U.S. Census Bureau.
International Monetary Fund.
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financial transaction/commodities/products of any financial instrument dealt in this material. All recipients of this material should before dealing and or transacting in
any of the products referred to in this material make their own investigation, seek appropriate professional advice. We have included
statements/opinions/recommendations in this document which contain words or phrases such as "will", "expect" "should" and similar expressions or variations of
such expressions, that are "forward looking statements". Actual results may differ materially from those suggested by the forward looking statements due to risks or
uncertainties associated with our expectations with respect to, but not limited to, exposure to market risks, general economic and political conditions in India and
other countries globally, which have an impact on our services and / or investments, the monetary and interest policies of India, inflation, deflation, unanticipated
turbulence in interest rates, foreign exchange rates, equity prices or other rates or prices, the performance of the financial markets in India and globally, changes in
domestic and foreign laws, regulations and taxes and changes in competition in the industry. By their nature, certain market risk disclosures are only estimates and
could be materially different from what actually occurs in the future. As a result, actual future gains or losses could materially differ from those that have been
estimated. MAS and AJSH (including its affiliates) and any of its officers directors, personnel and employees, shall not liable for any loss, damage of any nature,
including but not limited to direct, indirect, punitive, special, exemplary, consequential, as also any loss of profit in any way arising from the use of this material in
any manner. The recipient alone shall be fully responsible/ are liable for any decision taken on the basis of this material. The investments discussed in
this material may not be suitable for all investors. Any person subscribing to or investing in any product/financial instruments should do so on the basis of and after
verifying the terms attached to such product/financial instrument. Financial products and instruments are subject to market risks and yields may fluctuate depending
on various factors affecting capital/debt markets. Please note that past performance of the financial products and instruments does not necessarily indicate the
future prospects and performance thereof. Such past performance may or may not be sustained in future. MAS and AJSH (including its affiliates) or its officers,
directors, personnel and employees, including persons involved in the preparation or issuance of this material may; (a) from time to time, have long or short
positions in, and buy or sell the securities mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
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