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Forecast

Where Are We Now? 

There will be a sustained 
recovery in 2014, but the pace of 
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growth will still be below the 
historical average of 3.1 percent 

(1987-2007)

Source: U.S. Department of Commerce and Wells Fargo Securities, LLC
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Forecast

Capital Spending

Growth in business fixed 
investment spending will 
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investment spending will 
remain modest in the second 

half of the year

Source:  U.S. Department of Commerce and Wells Fargo Securities, LLC
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Small Businesses 

The small business sector is 
improving but a full recovery in 
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improving but a full recovery in 
small business optimism is still 

distant

Source: National Federation of Independent Businesses, Gallup, Wells Fargo Bank and Wells Fargo Securities, LLC
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Forecast

The Consumer

Consumer spending will slowly 
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Consumer spending will slowly 
begin to pick up in 2014

Source: U.S. Department of Commerce and Wells Fargo Securities, LLC



Housing Market

Delinquencies remain elevated and inventory levels have come down
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Housing Market

National home price 
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National home price 
appreciation remains robust 

Source: Federal Housing Finance Agency, National Association of Realtors, S&P Corp. and Wells Fargo Securities, LLC
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The gap between new and 
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existing home prices remains 
wide 

Source: U.S. Department of Commerce, National Association of Realtors and Wells Fargo Securities, LLC
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Commercial Real Estate: Apartments - Shift

The apartment market is strong 
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as many would-be buyers 
remain in the rental market

Source: Reis, Inc. and Wells Fargo Securities, LLC
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Housing Market

We continue to look for a 
gradual recovery in 
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homebuilding. Apartments are 
playing a larger role than in the 

previous building cycle.

Source: U.S. Department of Commerce and Wells Fargo Securities, LLC
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Residential Lending

Residential loan demand is 
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strengthening while lending 
standards are loosening

Source: Federal Reserve Board and Wells Fargo Securities, LLC
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The Employment Situation

The unemployment rate remains 
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elevated due to structural 
factors 

Source: U.S. Department of Labor and Wells Fargo Securities, LLC



8%

10%

12%

14%

8%

10%

12%

14%

Unemployment Rate by Education Level
August 2013

The Employment Situation

The unemployment rate for 
college-educated workers 

remains low around 4 percent, 
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while the unemployment rate 
for workers with less than a high 

school diploma is over 11 
percent

Source: U.S. Department of Labor and Wells Fargo Securities, LLC
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Employment Rate

The employment rate shows 
how dramatically the working 
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how dramatically the working 
population has shrunk following 

the recession

Source: U.S. Department of Labor and Wells Fargo Securities, LLC
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August 2013

Where is the Job Growth?

The service sector continues to 
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Source: U.S. Department of Labor and Wells Fargo Securities, LLC



Unemployment by County

Unemployment Rate
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Unemployment Rate
September 2007 
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8.0% to 10.0%

6.0% to 8.0%

Less than 6.0%

Source: U.S. Department of Labor and Wells Fargo Securities, LLC



Unemployment Rate

Unemployment by County

Large Portions of the United States Continue to Face Serious Unemployment Issues
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Source: U.S. Department of Labor and Wells Fargo Securities, LLC
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Unemployment Rate
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Inflation should not pose a 
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barrier to easier Federal Reserve 
policy

Source: U.S. Department of Commerce and Wells Fargo Securities, LLC
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Real Private Demand

Real private demand in the 
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economy remains robust and is 
expected to accelerate

Source: U.S. Department of Commerce and Wells Fargo Securities, LLC



Fiscal Policy Summary

Wells Fargo Fiscal Policy Outlook

Political uncertainty will 

§ Short-term deal to avoid the cliff

Ø Taxes on income, capital gains and dividends rise 

Ø ($400,000 individuals/$450,000 families)

Ø Alternative minimum tax patched

Ø Accelerated depreciation credit extended for businesses

Ø Payroll tax cut expires

Ø Long-term unemployment benefits extended
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Political uncertainty will 
continue in the months ahead

Ø Long-term unemployment benefits extended

Ø Spending cuts rolled back for two months

§ What is next?
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U.S. Budget Gap

The federal government faces 
some significant fiscal 
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some significant fiscal 
challenges—the current path is 

not sustainable

Source:  Congressional Budget Office, U.S. Department of the Treasury and Wells Fargo Securities, LLC



Headwinds to Economic Growth

Headwinds to 
Economic Growth

Government 
Sector Restructuring

Smaller 
Consumer Base

Slow Global 
Growth Environment
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Economic Growth

Uncertain Fiscal 
Policy Outlook

Structural Nature 
of Unemployment



The Arizona Economy
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Arizona – Current Economic Conditions

Economic conditions across the 
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Arizona: Aug @ 0.6%

state continue to gradually 
improve

Source: Federal Reserve Bank of Philadelphia and Wells Fargo Securities, LLC



Arizona – Employment Growth & Unemployment Rate

Job growth is slowly picking up, led by a sharp turn around in the construction sector.
The unemployment rate remains above the national average. 
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Arizona – Personal Income Situation

Personal income growth has recently seen volatility, and transfer payments account for 30 
percent of personal income in the state
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Arizona – Home Prices and Construction

Home prices are continuing to appreciate in Arizona due to a decrease in unsold inventory.
Housing construction has also picked up slightly.
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Arizona – Population Trends

Increased population growth 
over the past year, among the 
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over the past year, among the 
fastest in the country, will help 
to perpetuate economic activity

Source: U.S. Department of Commerce and Wells Fargo Securities, LLC



Arizona – Economic Outlook

Economic activity around the state is expected to pick up modestly in months ahead
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Arizona Leading Index
Three-Month Percent Change 

Outlook

Growth should accelerate in the second half of 2013

§ The state GDP growth will likely outperform 

that of the nation’s again this year.

§ Growth in payrolls will continue with job 

Leading Index
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Arizona: Aug @ 1.7%

Source: Federal Reserve Bank of Philadelphia and Wells Fargo Securities, LLC

§ Growth in payrolls will continue with job 

gains in the construction and financial 

services sectors. The leisure and hospitality 

sector will also help to support job growth.

§ The housing market will continue to improve 

at a gradual pace over the next twelve 

months, however negative equity remains a 

concern.



Expectations for the Future

Wells Fargo Economic Outlook

What should we look for in the 

§ A sustained sub-par pace of economic growth

Ø More of the same 

§ Business spending will continue to add to growth

Ø Investment in equipment & software will continue
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U.S. economy in the next few 
quarters?

§ Consumer spending will remain modest

Ø Deleveraging and rebuilding of wealth will continue

§ The housing market continues to face many challenges

Ø Some regions will recover faster than others

§ The employment picture will slowly continue to improve 

Ø Structural issues remain



Outlook Summary

2010 2011 2012 2013 2014 2015

Real Gross Domestic Product
1 2.5 1.8 2.8 1.6 2.3 2.7

Personal Consumption 2.0 2.5 2.2 1.9 2.3 2.6

Business Fixed Investment 2.5 7.6 7.3 2.7 4.7 5.7

Inventory Change 58.2 33.6 57.6 55.7 53.9 52.0

Government Purchases 0.1 -3.2 -1.0 -2.3 -2.1 -1.4

Residential Construction -2.5 0.5 12.9 14.0 15.4 17.4

Actual Forecast

Wells Fargo U.S. Economic Outlook
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Residential Construction -2.5 0.5 12.9 14.0 15.4 17.4

Net Exports -462.6 -445.9 -430.8 -417.7 -397.4 -417.4

Consumer Price Index
2 1.6 3.1 2.1 1.5 2.0 2.4

Corporate Profits Before Taxes
2 25.0 7.9 7.0 4.6 5.3 5.9

10-Year Treasury Note 3.22 2.78 1.80 2.52 3.15 3.65

Forecast as of: September 20, 2013

1 Compound Annual Growth Rate Quarter-over-Quarter
2 Year-over-Year Percentage Change

Source:  Wells Fargo Securities, LLC
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