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The Yield Curve
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Willingness Leading Indicators
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Michigan Population

Growth Rates
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Manufacturing Workweek
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Stock Market
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Business Cycle Dating

Industrial Production
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Energy and Other Commodities
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Gasoline Prices
All Grades, Retall
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Drilling Activity
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Consumer Spending
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Commodity Prices
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Financial Crisis




Evolution of Financial Crisis

Low

f

Construction
Boom

Falling
Home Prices

Interest Rates a

Prollferatlon
of Sub Prime

Asset Backed
Securities

!

Housing
Collapse

!

i—)>




U.S. Federal Funds Target Rate
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Construction Boom




Housing Starts

New Housing Units
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Home Sales Inventory
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National Home Price Index
S&P/Case-Shiller
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Detroit Home Price Index
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Sub-Prime Mortgages




Buying Conditions for Houses

During Next 12 Months
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U.S. Housing Affordability Index
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Homeownership Rate

NSA

Percent

70 1

68 -

66 -

64 -

62 -

60 I I I I I I I I I I I I I I I
‘65 '68 '7/1 '74 '/7 '80 '83 '86 '89 '92 '95 '98 '01 '04 'O/ '10

Source: Census




Mortgage Delinquencies
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Foreclosures
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Auto Industry




New Vehicle Consumer Prices
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Auto Loans Past Due 30 Days or More
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Auto Affordability
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Buying Conditions for Vehicles

During Next 12 Months
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U.S. Auto Industry

Long Term Trend Analysis
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U.S. Auto Industry

Long Term Trend Analysis

Trend
Ranges
1900-1917
1918-1929
1930-1941
1942-1959
1960-1974
1975-1980
1981-1997
1998-2007
2008-2020

Growth
Rates

% Change
In_Intercept

43.7%
7.9%
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4.4%
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1.3%
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Trend Changing Event

Ford Model T begins production 1908
U.S. enters WWI, April 6, 1917

Stock Market Crash, October 29, 1929
Pearl Harbor, December 7, 1941

Post WWII Baby Boomer Growth, 1960s
Oil Shock, 1974

Oil Shock, 1980

Auto Incentive Wars & Negative Pricing
Credit Crisis, Housing Bubble, Oil Surge




Demand for New Vehicles

Three Determinants of Long-Run Trend

1. Change in number of households
2. Change in number of vehicles per household

3. Replacement of scrapped vehicles




Consumer Households
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U.S. Vehicles in Operation
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Strong Growth In
New Car Buying Households

Change in Number of Households, 2006 to 2016
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The Millennials

Vehicle Purchases
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U.S. Auto Industry

Number of Vehicles per Year

Million Units Oil Oll

20 - Shock  Shock

18 A
16 A 15.4

16.3

14

! 0 \( 0 ‘ '
12 - ‘ [ 200l ' 08%N" §'15 5
; 10.5

Y )

~ /
o/°|\(( - 0 _70/0’\("

b
13.7*

Peak to Trough % Decline
73 -"75 -23%
78 —'82 -32%
'86 — ‘91 -23%
'00 -08 -23%

Note: 32% drop from 17.8 = 12.2

'65 ‘70 75 ‘80 '85 90  '95

* Estimate

'05 '10 '15 20




Necessary conditions for returning to normal
rates of economic growth

U.S. Economy

Housing prices find bottom
Banks willingness/ability to borrow and lend

Energy and commodity prices do not re-test
recent highs

Consumer Attitudes need to improve

Consumer willingness to borrow and spend




Has the risk premium returned to normal?

Negative

s Longer ownership durations, lower vehicle
scrappage rates and an aging fleet

s Lower long term growth in vehicle sales

s Decline in household ownership rates

Positive

s Lower inflation
s Credit channels will evolve as always

m Strong cyclical recovery in auto industry




Thank You!




U. S. Unemployment Rate
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Michigan Unemployment Rate
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