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The economy: 4 big problems

A Financial markets, confidence, wealth destruction,
global downturn

Regional focus: California and the Southwest

What 6s next ?




Problem #1: Financial markets

Difference between 3 month Libor and Treasury bill yields, %

- 4.5
TARP fails to F 4.0
pass Congress Y

TAF \4
established - 3.0
\ Bear Stearns - 2.5
funds liquidate Lehman X0

failure \ /‘
TARP r 15
) y modified 10
Bank funding GSE

problems develop takeover - 0.5
[ I I I I I I I I I I I I I I I I I I I I I I I I OO

Jan07 Mar May Jul Sep Nov Jan08 Mar May Jul Sep Nov

Sour ce: Moodyb6s Economy. com




Problem #2: Confidence

University of Michigan Consumer Sentiment index 1966 = 100
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Auto sales plummet

Light Weight Vehicle Sales {Autos+Light Trucks}

SAAR, Mil.Units
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Consumer spending has collapsed; how long
they stay away Is a key factor in outlook

Annualized % Q-Q change
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Business capital spending now
contracting sharply

Real Private Nonresidential Investment: Equipment & Software
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Problem #3: Wealth destruction

% change year ago

Real household cash flow, % Household wealth %
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House prices down sharply, but analysts believe

weoOre not yet at t he
Case Shiller National House Price Index, 2000Q1=100
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Worst housing contraction in the post-War period

Housing Starts
SAAR, Thous.Units
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U.S. GDP contraction and job loss accelerated
In second half of 2008

Real GDP QQ annualized % change Change in payroll jobs, M_M, thousands
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Problem #4: Global slowdown

Real Exports of Goods & Services
% Change - Annual Rate SAAR, Bil.Chn.2000$%
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California job market hit hard

Percent
Unemployment rate, SA | - 13.0
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MSA Recession Forecast, CA and NV
20061 2010 Employment, peak to trough

Worse than US average

Yuba City, CA -8.2%
Vallejo-Fairfield, CA -7.9%
Redding, CA -6.6%
Modesto, CA -6.6%
San Francisco-Oakland-Fremont, CA -6.3%
Reno-Sparks, NV -6.1%
Los Angeles-Long Beach-Santa Ana, CA -6.0%
Chico, CA -5.1%
Santa Barbara-Santa Maria-Goleta, CA -5.0%
San Luis Obispo-Paso Robles, CA -5.0%
Sacramento--Arden-Arcade--Roseville, CA -4.9%
United States avg -4.9%

Source: Department of Labor,




MSA Recession Forecast, CA and NV
20061 2010 Employment, peak to trough

Better than US average

Riverside-San Bernardino-Ontario, CA -4.8%
Stockton, CA -4.6%
Fresno, CA -4.5%
Bakersfield, CA -4.5%
San Diego-Carlsbad-San Marcos, CA -4.4%
San Jose-Sunnyvale-Santa Clara, CA -4.4%
Santa Cruz-Watsonville, CA -4.2%
Las Vegas-Paradise, NV -3.9%
Salinas, CA -3.5%
Visalia-Porterville, CA -3.3%
Santa Rosa-Petaluma, CA -2.7%
Merced, CA -1.8%
United States avg -4.9%

Source: Department of




Largest price declines near the coasts

Peak to projected trough; Fiserv Case-Schiller home price index
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