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Potential and Actual Real GDP
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- Figure 1 Potential and Actual Real GDP, 1960-2006
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The orange line shows
full-employment or
potential output.

The green line shows
actual output.
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During recessions,
output declines.

rises—sometimes rapidly.

During expansions, output
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Employment
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- Figure 1 Employment, 1960-2006
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Unemployment Rate
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je- Figure 2 U.S. Unemployment Rate, quarterly, 1960-2006 (first half)
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Shifts in Labor Demand

A Recession Caused By Deélining Labor Demand?
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Shifts In Labor Supply

Figure 4 A Recession Caused By Decllnlng Labo Supply’?
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Table 1. Recent Expansions and Recessions

" Perod Event Major Spending Changes
Early 1950s Expansion Korean War Defense spending 1}
1953 Recession End of Korean War Defense spending |
Late 1960s Expansion Vietham War Detense spending }
1970 Recession Change in Federal Spending on new
Reserve policy homes |
1974 Recession Dramatic increase in Spending on cars
oil prices and other
energy-using products |
1980 Recession Dramatic increase in Spending on cars
oil prices and other
energy-using products |
1981-82 Recession Change in Federal Spending on new homes,
Reserve policy cars, and business
investment |}
Farly 1980s Fxpansion Military buildup Defense spending 1
Late 1980s Expansion Dramatic decline in Spending on energyusing

oil prices

products



Table 1: Recent Expansions and Recessions (cont.)
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n Parod Event Major Spending Changes
1990 Recession Large increase in oil Spending on cars
prices; collapse and other
{ of Sovizt Union energy-using procucts |;
\ Defense spending |
1991-2000 Expansion Technological advances Spending on capital
in comauters; equipment 1
development of the Consumption spending 1
Internet;
high wealth creation
2001 Recession Investment in new Spending on capital
techno ogy slows; equipment |}
techno ogy-fueled

bubble of optimism
bursts; wealth

destruction

2002-7 Expansion Changes in fiscal and Consumption spending 1
Federa Reserve
policies; rapid rise in
housing wealth



