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Economic Growth
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Output Gap

Output Gap in the U.S.

Trillions of Dollars, Potential vs. Actual GDP, Inflation Adjusted
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Manufacturing Outlook

ISM Mfg. vs. New Orders Less Inventories
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Consumer Spending

Retail Sales Ex. Auto & Gas Stations vs. Income
3-Month Moving Average
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Labor Market

Employment Cycles

Percent Change from Cycle Peak
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Unemployment by County

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

Unemployment Rate

Unemployment Rate

October 2010
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Reason for Unemployment

Unemployed by Reason for Unemployment
As a Percent of the Civilian Labor Force
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Income Proxy

Incomes are making up the
steep losses incurred during
recession, but there is a great

deal of lost ground to make up
and growth has slowed recently

12%

9%

6%

3%

0%

-3%

-6%

-9%

-12%

-15%

-18% -

Income Proxy
3-Month Annual Rate of 3-Month Moving Average

12%

- — 9%
— 6%

_ »F 3%
AV !\ 0%

— -3%

— -6%

— -9%

— — -12%
Average Hourly Earnings Multiplied By Total Hours Worked
— — -15%
— Income Proxy: Oct @ 3.8%
— —t ‘ + -18%
88 90 92 94 96 98 00 02 04 06 08 10

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

North Carolina Association of County Commissioners

Wells Fargo Securities



Corporate Profits

Corporate Profits Growth

Year-over-Year Percent Change
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Employment Costs

Employment Cost Index

Year-over-Year Percent Change
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Inflation

"Core" CPI vs. "Core" PCE

Year-over-Year Percent Change
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Mortgage Rates

Conventional Mortgage Rate vs. Spread

Basis Points, Percent
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Corporate Bond Spread

Baa Corporate Spread vs. S&P 500 Index
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Homebuilding

Housing Starts

Millions of Units
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Home Prices

Home Prices

Year-over-Year Percentage Change
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Commercial Real Estate Prices

Commercial Property Prices vs. S&P 500
Index, Q1 2001 = 100
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North Carolina

North Carolina Nonfarm Private Employment
3-Month Moving Averages
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North Carolina

North Carolina Unemployment Rate

Seasonally Adjusted
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North Carolina — Unemployment Rate Composition

Unemployment Rate by County

North Carolina Unemployment Rate
October 2010
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North Carolina — MSA Employment

North Carolina Relative Employment
January 2000 = 100
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North Carolina — Home Prices and Construction

Home prices continued to fall following the expiration of the homebuyer tax credits. Housing
construction is still being constrained by high inventory levels and distressed transactions

North Carolina Home Prices North Carolina Housing Permits
FHFA Home Price Index Thousands of Permits, Seasonally Adjusted Annual Rate
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North Carolina — Personal Income and Delinquency Rates

Personal income growth is improving across the state of North Carolina and
delinquency rates, though still high, are finally falling

Personal Income Growth Delinquency Rates

North Carolina Personal Income Growth MBA Delinquency Rates - North Carolina
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North Carolina — Tax Receipts & Budget Concerns

The NC budget remains strained as temporary tax increases and federal stimulus programs
wind down. Most of the recent increase in collections is attributed to sales tax revenue spikes

State Tax Receipts

State Tax Receipts - U.S. vs. North Carolina

Year-over-Year Percent Change
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Raleigh, NC

Private sector employment has weakened, falling sharply in October following
three months of gains. The unemployment rate is lower than the national average, however

Employment

Raleigh MSA Nonfarm Private Employment

3-Month Moving Averages
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Raleigh, NC

Home prices are beginning to stabilize, though construction activity—which improved initially
following the homebuyer tax credits—has slumped more recently

Home Prices

Raleigh MSA Home Prices

FHFA Home Price Index
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Housing Permits

Raleigh MSA Housing Permits

Thousands of Permits, Seasonally Adjusted Annual Rate
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North Carolina Wrap-Up

®= The recovery is making progress in North Carolina
=  The unemployment rate is falling in the state, mainly as

a result of accelerating job creation in private services (Percent Change Per Annum)

industries and public administration Population 197018_ s 198015_ 5 19905 5 200018_ S

=  The state’s housing market continues to slowly heal pPersonal Income 10.9 9.7 6.8 4.9
= Though elevated foreclosures pose a significant risks to Employment 3.1 2.6 2.3 0.2
the state’s housing outlook Single Family Housing Permits - - 6.1 (8.6)

* Home prices remain constrained by rising distressed Multi Family Housing Permits - - 55 &-3)

. . Coincident Index - 4.7 4.2 1.1

sales — particularly in metro areas such as Charlotte State Tax Revenue: i i 75 53

= Tax revenues have begun to improve over the past two Sales Tax Revenuel B} B} 7.7 a4
quarters, but the state’s high unemployment rate combined Personal Income Tax Revenue’ - - 8.1 3.1

with the slow pace of hiring and nominal wage gains will "Begins in 1991
continue to put downward pressure on the growth of both
sales and personal income tax collections

Newspaper Commentary

|
“North Carolina's imminent budget crisis has school districts across the state waiting to figure out what will have to go. We've

heard a lot about the jobs that are at stake.
— Local Tech Wire, 11/30/2010

“North Carolina has gained back just a fraction of the jobs it lost during the recession, and job growth remains one of the most

pressing challenges.” T
— Charlotte Business Journal, 12/8/2010

- “Most people surveyed in an Elon University Poll say they favor a permanent increase in North Carolina’s sales tax to deal with the '
state’s budget shortfall...While 61 percent said they oppose new taxes, 56 percent favor making permanent a 1-percent increase in
the state sales tax “to take care of” a projected budget shortfall of more than $3 billion.” -
— Burlington Times News, 11/19/2010 —

‘%Mﬁﬂf‘waﬁﬂﬂf_f
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Issues to Watch

Credit Availability
& Finreg

Capitalism vs.
State Capitalism?

Geopolitical
Tensions

Trade Wars &
Currency
Devaluations

Deleveraging

SECURITIES

Bond/Gold
Bubbles?

European Debt
Crisis

Asian Real
Estate Bubble?
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Wells Fargo Economics Group Publications

To view any of our past research
please visit:
http://www.wellsfargo.com/
economics

To join any of our research
distribution lists please visit:
http://www.wellsfargo.com/

economicsemail

A Sampling of Our Recent Special, Regional & Industry Commentary

Recent Special Commentary

Date Title Authors
December-08 Annual Economic Outlook 2011: Turning The Corner
December-02 North Carolina Economic Outlook: Growth Silvia & Brown
November-18 Housing Chartbook: November 2010 Vitner & Khan
November-17 Global Chartbook: November 2010

November-15
November-12
November-03

October-26
October-20
October-07
October-07
October-04

September-22
September-15
September-10
September-01
September-01

August-17
August-12
August-11
August-02

July-28
July-28
July-27
July-22
July-21
July-21
July-15
July-15
July-12
July-09
July-09
July-02

Retailers Can Expect a Happy Holiday
Commercial Real Estate Chartbook: Quarter 3
FOMC: QE 1.6 Sets Sail in Uncertain Seas

Would Canadian-Style Budget Cutting Work in America?
Housing Data Wrap-Up: October 2010

Structural Unemployment: Fact, Fiction or Too Early to Tell?
Canadian Economic Recovery: Update & Outlook

Will India Reach Its Long-Run Growth Potential?

Brazil Pre-Election Update

Housing Chartbook: September 2010
Credit Quality Monitor: September 2010
How Steep Is The Japan Slowdown?
Indian Economy Booming Again

Housing Data Wrap-Up: August 2010
Petroleum Markets: Comparing Two Crises
Russia Bans Grain Exports Amid Drought, Fires
Understanding the Risk of Deflation

Minnesota Economic Outlook: July 2010

Colorado Economic Outlook: July 2010

America's Unemployment Experience: Diversity in the Details
Georgia Economic Outlook: July 2010

Four Wobbly Legs Beneath Throne of Economic Growth
Nothing New From The Fed

Global Chartbook: July 2010

New Jersey Economic Outlook: July 2010

California Economic Outlook: July 2010

Housing Chartbook: July 2010

What Really Drives Growth in the Industrial Sector?
Florida Economic Outlook: July 2010

Vitner & Quinlan
Vitner & Khan
Silvia

Bryson & Quinlan
Vitner & Khan
Silvia & Khan
Bryson & Quinlan
Bryson

Aleman

Vitner & Khan
Anderson & Kashmarek
Anderson

Bryson

Vitner & Khan

Aleman

Anderson & Kashmarek
Vitner & Igbal

Anderson

Anderson & Kashmarek
Silvia & Whelan

Vitner

Silvia

Vitner

Vitner & Khan
Anderson

Vitner & Khan
Bryson & Quinlan
Vitner & Kamaruddin
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Research and Economics: = Mark Vitner, Senior Economist mark.vitner@wellsfargo.com
Diane Schumaker—Krieg = Jay Bryson, Global Economist jay.bryson@wellsfargo.com
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John Silvia

Economists

301 S. College Street =  Anika Khan, Economist anika.khan@wellsfargo.com
MAC D1053-077 = Azhar Igbal, Econometrician azhar.igbal@wellsfargo.com
= Ed Kashmarek, Economist ed.kashmarek@wellsfargo.com
Charlotte, NC ’
28288 =  Tim Quinlan, Economist tim.quinlan@wellsfargo.com
=  Michael Brown, Economist michael.brown4@wellsfargo.com
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= Tyler Kruse, Economic Analyst tvler.kruse@welIsfarqo.com
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