A Balancing Act

Puerto Rico 2008-2011

World GDP is in a free fall
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Let® get fiscal

Stimulus packages as % of GDP
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US output is falling
Real GDP growth, %
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Less people have jobs

Nonfarm payroll (millions of jobs)

Loss of 3.8 million in two years 137.6
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Poor are still struggling

US population living in poverty (%)
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The big dipper - Dow Jones
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Deflation in US

Inflation rate % (dec-dec)
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Global risks

+Along and deep downturn

» Trade and financing protectionism

+ Deflation risk

» Emerging countries w/o external financing.

Global financial and economic conditions
could rebound faster than anticipated if policy
measures are credibly strengthened.

Current crisis is a Ocrisis of confidenceO
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Where is Puerto Rico today
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Share of Manufacturing in GDP  41%

Income Per Capita $14,236
Total Employment 2008 1.22m

Gross Domestic Product 08 $93.3_b"'7
Gross National Product 08 $60.8b ‘ '(
Population 4.0m »

Inflation 03/09 6.2% ‘
- Unemployment rate 03/09 14.7% L
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GNP growth - back to the past

$m, real annual growth
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Fewer people have jobs

Non-farm payroll, 28,000 fewer jobs since 2005
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Unemployment benefits escalate

07-08 growth = 32%
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1tOs the second worst crisis

Past performance of recessions
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Poor are still struggling

Number of persons below poverty level as
a % of total population
2,057
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More federal transfers in 2008
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Personal bankruptcies are up
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Unemployment bounced back
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Descent in PR Stock Index

May 11, 2009 = 2,067
77% loss in value
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Huge fiscal deficit

General fund revenues outlays

million
$ millior $10,841

$9,319

Deficit
$8,541 $7,600 | $38,241
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Revenues Expenses

Moderate growth in sales and
# of establishments

Growth 1992-2002
Sales = 6.9%
# =1.3%

22,899

11,707
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Metro area still grabs more

# establishments
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More growth - establishments of
Department stores and clothing

# establishments

Dept. stores
Clothing
Food stores

Dealers

Drugstores
Restaurants

. Growth 97-02
Miscellaneous

Gas stations

Furniture
electronicss

More growth in sales-drugstores

furniture and restaurants
Sales $

Drugstores I 57 %
Furniture  E——— 4 9%

Restaurants IEEEEEEEGEGEGG————— 44%
Dept. stores  m—— 39%0

electronics GG 38%

Dealers I 37%
Gas stations ~ E——— 33%
Clothing  I—— 8 20%

Food stores  mmm 6%
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What are the numbers?

Federal & local stimulus package, ($million)
Distribution FY09 FY10 FY11 Total
Federal stimulus
Federal bonus $500 $665 $165 $1,330
Budgetffiscal relief $60 $298  $298  $656
Relief for individuals $82 $1,160 $744 $1,986
Capital improvements $39 $412  $344  $795
Subtotal federal $681 $2,535 $1,552 $4,768
Local stimulus
Merchant stimulus - $90 $90 $180
Capital improv./infraest. - $105 $105 $211
Consumer relief - $47 $47 $94
Govt. spending/training - $16 - $16
Govt. spending/cuts - -$2,000 -$1,000 -$3,000
Subtotal local $0 -$1,742 -$758 -$2,500
Total $681 $793 $794  $2,268
n
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Sales tax collections grow
in FY 2008 - Jul-Jun

911.0 1,096.8 $million

= Budget = Actual = Variance
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General Fund Revenues

Fiscal 2009: Jul-Mar
$million

$6,130
$5,536

-$594

H@ Budget Revenues Difference
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Full recovery will take time

Forecast of US and PR real GNP growth
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Unemployment
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Inflation

Baseline
History Projected
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Who will help to sustain PR
seniorsO health expenditures?

Workers per senior
1950 2000 2025

I
TR AR

5.8 3.5

Principal issues in PR

! Recovering economic growth &
prosperity
! Generating jobs

! Restoring fiscal discipline

! Focus on strategic projects and
their finance

! Address demographic trends

Recession

discipline
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