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Where Are We Now?

U.S. Real GDP
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Capital Spending

Real Business Fixed Investment
Bars = CAGR Line = Yr/Yr Percent Change
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Small Businesses

Wells Fargo Small Business Survey & NFIB
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The Consumer

Real Personal Consumption Expenditures
Bars = CAGR Line = Yr/Yr Percent Change
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Housing Market

Delinquencies remain elevated and inventory levels have come down

Delinquencies

Mortgages 90+ Days Delinquent - By State

Inventory

Inventory of Existing Homes for Sale

Percent of Mortgages Outstanding
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Home Mortgages

Price appreciation over the last
year has helped to reduce
negative equity

Negative Equity by State

Percent of Mortgages Outstanding
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Housing Market

Home Prices

Year-over-Year Percentage Change
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Home Prices

The gap between new and
existing home prices remains
wide

Wells Fargo Economics

Median New & Existing Home Sale Prices

In Thousands, Single-Family
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Commercial Real Estate: Apartments - Shift

Apartment Effective Rent Growth

Quarter-over-Quarter Percent Change
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Housing Market

Housing Starts

Millions of Units
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Residential Lending

Residential loan demand is
strengthening while lending
standards are loosening

Wells Fargo Economics

Residential Loan Standards and Demand

Prime Mortgages, Net Percent of Banks Reporting Change
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The Employment Situation

Unemployment Rate
Seasonally Adjusted
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The Employment Situation

The unemployment rate for
college-educated workers
remains low around 4 percent,
while the unemployment rate
for workers with less than a high
school diploma is over 11
percent

Unemployment Rate by Education Level

August 2013
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Employment Rate

Employment-Population Ratio

16 Years and Over, Seasonally Adjusted
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Where is the Job Growth?

United States Employment by Industry

Year-over-Year Percent Change, 3-Month Moving Average
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Unemployment by County

Unemployment Rate
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Unemployment by County

Large Portions of the United States Continue to Face Serious Unemployment Issues

Unemployment Rate
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Inflation

PCE Market Deflators

Year-over-Year Percent Change
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Real Private Demand
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Real private demand in the
economy remains robust and is
expected to accelerate

-2%

-4%

Real Private Final Sales to Domestic Purchasers
Bars = CAGR

Line = Yr/Yr Percent Change

Forecast

-6%0 L
-8% L
-10% mm Real Priv Fin Sales to Dom. Purch. - CAGR: Q2 @ 2.5% T
——Real Priv Fin Sales to Dom. Purch. - Yr/Yr Pct Chg: Q2 @ 2.3%
-12% 1 1 1 1 1 | 1 ! : ! 1 1 : | 1
2000 2002 2004 2006 2008 2010 2012 2014

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

Wells Fargo Economics

Wells Fargo Securities

8%

6%

4%

2%

0%

-2%

-4%

-6%

-8%

-10%

-12%



Wells Fargo Fiscal Policy Outlook

Fiscal Policy Summary

§ Short-term deal to avoid the cliff

@ Taxes on income, capital gains and dividends rise
@ ($400,000 individuals/$450,000 families)
@ Alternative minimum tax patched
@ Accelerated depreciation credit extended for businesses
@ Payroll tax cut expires
Political uncertainty will @ Long-term unemployment benefits extended
continue in the months ahead @ Spending cuts rolled back for two months

§ What is next?
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U.S. Budget Gap

U.S. Budget Gap

CBO Baseline Scenario Projections, Percent of GDP
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Headwinds to Economic Growth

Government
Sector Restructuring

Uncertain Fiscal

Policy Outlook

Slow Global
rowth Environment

Smaller
Consumer Base

Headwinds to
Economic Growth

Structural Nature
of Unemployment
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The Arizona Economy



Arizona — Current Economic Conditions

Arizona Coincident Index
Three-Month Percent Change
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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.

Employment Unemployment Rate

Arizona Employment Growth By Industry Arizona vs. U.S. Unemployment Rate
Year-over-Year Percent Change, 3-MMA Seasonally Adjusted
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Arizona — Personal Income Situation

Personal Income

Personal income growth has recently seen volatility, and transfer payments account for 30

percent of personal income in the state

Arizona Personal Income
Bars = Compound Annual Rate Line = Yr/Yr % Change

Composition of Income Growth
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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.

CoreLogic HPI: AZ vs. U.S. Arizona Housing Permits
Index, 2000=100, Not Seasonally Adjusted Thousands of Permits, Seasonally Adjusted Annual Rate
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Arizona — Population Trends

Arizona Population Growth

In Thousands
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Arizona — Economic Outlook

Economic activity around the state is expected to pick up modestly in months ahead

Arizona Leading Index
Three-Month Percent Change Growth should accelerate in the second half of 2013

10% 10%

§ The state GDP growth will likely outperform
that of the nation’s again this year.
1% 8 Growth in payrolls will continue with job

4% 7 T 4% gains in the construction and financial
206 | M 1 2% services sectors. The leisure and hospitality
0% ’} ¥ i nv/\(\‘ 0% sector will also help to support job growth.

8 The housing market will continue to improve

8% -+ + 8%

6% -

-2% T T -2%
at a gradual pace over the next twelve
T T months, however negative equity remains a
-6% T _ T 6% concern.
—Arizona: Aug @ 1.7%
-8% "+ttt -8%
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Wells Fargo Economic Outlook

Expectations for the Future

8 A sustained sub-par pace of economic growth
@ More of the same

8 Business spending will continue to add to growth
@ Investment in equipment & software will continue

What should we look for in the

U.S. economy in tfr‘)e next few 8 Consumer spending will remain modest
quarters @ Deleveraging and rebuilding of wealth will continue

8 The housing market continues to face many challenges
@ Some regions will recover faster than others

§ The employment picture will slowly continue to improve
@ Structural issues remain
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Outlook Summary

Wells Fargo U.S. Economic Outlook

Actual Forecast
2010 2011 2012 2013 2014 2015
Real Gross Domestic Product” 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
Net Exports -462.6 -445.9 -430.8 -417.7 -397.4 -417.4
Consumer Price Index’ 1.6 3.1 2.1 1.5 2.0 2.4
Corporate Profits Before Taxes” 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

! Compound Annual Growth Rate Quarter-over-Quarter

2 Year-over-Year Percentage Change

Source: Wells Fargo Securities, LLC
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