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Real GDP Growth

U.S. real GDP growth has
strengthened but remains weak

Economics

Real GDP
Bars = Compound Annual Rate Line = Yr/Yr % Change
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U.S. Nonfarm Employment

Employment has turned the
corner since October of 2010
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Nonfarm Employment Change

Change in Employment, In Thousands
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U.S. Employment By Industry

U.S. Employment by Industry

Year-over-Year Percent Change of 3-M Moving Average
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While employment growth has
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overnment sector has Leisure & Hospitality |
g . Number of
continued to struggle Manufacturing | Employees
Financial Activities
Construction Less
Other Services I

February 2012
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Unemployment Rate

Not as high as during the 1980s
recession, but more damaging
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Unemployment Rate
Seasonally Adjusted
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Mean Duration of Unemployment

Mean Duration Unemployment

Average Weeks Unemployed
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Unemployment by Education Level

Unemployment Rate by Education Level

February 2012
14% 14%

12% - 12%

10% L 10%

8% - 8%

College graduates have the edge
even in the worst recession since

0 - 6%
the depression

6%
4% - 4%

204, - 2%

0%

No High School High School Some College College Degree
Diploma Diploma

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

Economics 7 Wells Fargo Securities



Consumer Price Index

Consumer prices are increasing
once again

Economics
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Producer Price Index

As well as producer prices
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The U.S. Economy

On this side of the wall:

Inflation & stagnation =
stagflation

On this side of the wall:
1930’s depression/

Japan-like depression

The Humpty-Dumpty Economy

The U.S. Economy sat on a wall,
The U.S. Economy had a great fall.
All the king's Treasury-men,
And all the king's Federal Reserve-men,
Couldn't put The U.S. Economy together again.
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Helicopter Ben to the Rescue

Ben Bernanke Action Figure!!

The Helicopter Effect! Now YOl can drop

money out of a
S\ helicopter!!

Warning: cannot really prevent a severe recession
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Federal Reserve Target Rate

U.S. Federal Reserve Target Rate
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Federal Reserve Balance Sheet

Federal Reserve Balance Sheet

Trillions
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The Housing Market Today
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Your House As Seen By:

T TR T WL W

You...
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Your House As Seen By:

Your Buyer...
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Your House As Seen By:

Your Lender...
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Your House As Seen By:

Your Appraiser...
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Your House As Seen By:

And...
Your County’s Tax Assessor...
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New Home Sales

New home sales are very
depressed
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New Home Sales

Seasonally Adjusted Annual Rate, In Thousands
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Housing Starts

Housing Starts

Seasonally Adjusted Annual Rate, In Millions
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Existing Home Sales

Existing Single-Family Home Resales

Seasonally Adjusted Annual Rate - In Millions
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Existing home sales are
strengthening
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Home Prices

Home Prices

Year-over-Year Percentage Change
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Negative Equity

Negative Equity Mortgages - By State

Percent of Mortgages Outstanding

Oregon 18.7% As of Q4 2011
Washington 19.1%
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ISM Manufacturing Index

Manufacturing has expanded for

Economics

more than two years

ISM Manufacturing Composite Index
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ISM Non-Manufacturing Index

ISM Non-Manufacturing

Composite Index
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Consumer Credit

Revolving & Nonrevolving Debt
Month-over-Month Change, 3-M Mov. Avg., Billions of Dollars
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Household Debt

Household Debt - Consumer & Mortgage

As a Percent of Disposable Personal Income
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Household Debt

Composition of household debt

Economics
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Consumer Confidence

Consumer confidence is still
very weak for a strong recovery
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Personal Saving Rate

The best news is that the saving
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rate has recovered
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Mortgage and Treasury Rates

Conventional Mortgage Rate vs. 10-Year Treasury Yield
Percent
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The Arizona Economy



Arizona — Employment Growth & Unemployment Rate

Arizona’s labor market has shown some strength over the past year, with education and
health services leading the way. The unemployment rate continues to trend downward.

Employment Unemployment Rate

Arizona Employment Growth by Industry Arizona Unemp|0yment Rate
Year-over-Year Percent Change of 3-Month Moving Average Seasonally Adjusted
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Arizona — Personal Income Situation

Arizona is beginning to see growth in wages and salaries, however transfer payments remain a
significant source of personal income. Transfer payments currently account for 20 percent of
personal income.

Arizona Personal Income Arizona: Wages & Salaries vs. Transfer Payments

Bars = Compound Annual Rate  Line = Yr/Yr % Change In Billions, Seasonally Adjusted Annual Rate
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Arizona — Home Prices and Construction

Arizona house prices may have finally bottomed. Construction has yet to take hold in the
multifamily or in the single-family sector. The backlog of distressed sales will continue to
weigh on future housing activity.

Home Prices Housing Permits

CorelLogic Home Price Index: AZ vs. US Arizona Housing Permits
Index, 2000=100, Not Seasonally Adjusted Thousands of Permits, Seasonally Adjusted Annual Rate
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Source: CoreLogic, U.S. Department of Commerce and Wells Fargo Securities, LLC
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The Phoenix Metropolitan Economy



Phoenix, MSA — Employment Growth & Unemployment Rate

The Phoenix MSA has relied on the service sectors to strengthen the labor market, however a
full recovery is still not in the horizon.

Employment

Phoenix MSA Nonfarm Employment

3-Month Moving Averages
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Unemployment Rate

Phoenix MSA Employment by Industry

Year-over-Year Percent Change of 3-Month Moving Average

Total Nonfarm
Trade, Trans. & Utilities

Prof. & Bus. Svcs.

Educ. & Health Svcs. ‘
Government More
. - |
Leisure & Hospitality Number of
Financial Activities Employees
Manufacturing ‘
Less
Nat. Res. & Construction l

Other Services

Information January 2012

-6% -4% -2% 0% 2% 4% 6% 8%

Wells Fargo Securities



Home Prices and Construction

Although, it appears that house prices have bottomed, the large foreclosure overhang will
weigh on house prices. Construction permits remain depressed.

Home Prices Housing Permits

CoreLogic Home Price Index: Phoenix, AZ Phoenix MSA Housing Permits
Index, 2000=100, Not Seasonally Adjusted Thousands of Permits, Seasonally Adjusted Annual Rate
240 240 100 100
—— Phoenix, AZ: Jan @ 108.1 — Single-Family, 12-Month Mov. Avg.: Jan @ 7,748
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Source: CoreLogic Inc., U.S. Department of Commerce and Wells Fargo Securities, LLC
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Global Forecast

Growth will remain positive but

Economics

weak

Wells Fargo International Economic Forecast

(Year-over-Year Percent Change)

GDP CPI

2011 2012 2013 2011 2012 2013
Global (PPP weights) 3.4% 3.1% 3.7% 5.3% 4.1% 4.1%

Global (Market Exchange Rates) 2.2% 1.9% 2.4% n/a n/a n/a
Advanced E(:onomies1 1.5% 1.4% 2.0% 2.9% 2.1% 1.8%
United States 1.7% 1.9% 2.2% 3.1% 2.4% 2.2%
Eurozone 1.5% 0.2% 1.6% 2.7% 2.1% 1.7%
United Kingdom 0.8% 0.9% 1.8% 4.5% 2.8% 1.9%
Japan -0.7% 1.4% 1.5% -0.3% -0.1% -0.1%
Korea 3.6% 2.6% 3.4% 4.0% 3.2% 3.0%
Canada 2.5% 2.1% 2.5% 2.9% 2.1% 2.1%
Developing Economies 5.7% 5.2% 5.6% 8.1% 6.5% 6.8%
China 9.3% 8.3% 8.8% 5.4% 3.4% 3.2%
India 6.5% 6.8% 7.0% 8.9% 6.4% 7.1%
Mexico 3.9% 3.7% 3.9% 3.4% 5.5% 5.8%
Brazil 2.7% 2.9% 4.0% 5.6% 5.4% 6.0%
Russia 4.3% 3.3% 3.0% 8.5% 4.2% 6.4%

Forecast as of: March 14, 2012
!Aggregated Using PPP Weights

Source: Wells Fargo Securities, LLC
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