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Economic Growth

Real GDP
Bars = CAGR Line = Yr/Yr Percent Change
10.0% 10.0%
Bl GDP - CAGR: Q3 @ 1.8%
8.0% ——GDP - Yr/Yr Percent Change: Q3 @ 1.5% T 8.0%

6.0% - T 6.0%

. 4.0% Forecast | 4 0o
We are more than two years into
the economic recovery and there = 2.0% - 2.0%
is still a considerable amount of 4, L 0.0%

uncertainty regarding sovereign

debt issues in Europe, the
federal budget deficit and the -4.0% - -4.0%
U.S. housing sector

-2.0% - -2.0%

-6.0% - -6.0%

-8.0% - -8.0%

-10.0% ‘ \ ‘ \ ‘ \ ‘ \ ‘ \ ‘ \ ‘ -10.0%
2000 2002 2004 2006 2008 2010 2012

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

Economic Outlook Wells Fargo Securities



Economic Growth

The year-over-year percent
change in real GDP dipped
below the two percent mark in
the second quarter, which is a
worrisome sign that has often
preceded recessions in the past
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Financial Crises Are Becoming More Frequent

10-Year Treasury

Yield
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Financial crises around the
world have been occurring more o,
frequently in recent decades,
which is driving volatility in the
U.S. Treasury bond market

9%
6%

6%

3% 3%

—10-Year Treasury Yield: Jan @ 2.0%
0% 1 1 1 1 1 1 1 1 1 1 0%
60 65 70 75 80 85 90 95 00 05 10

Source: Federal Reserve Board and Wells Fargo Securities, LLC

Economic Outlook Wells Fargo Securities



The European Sovereign Debt Crisis

The European debt crisis has intensified. Borrowing rates remain elevated across the
Eurozone. Italy is the most worrisome country, with nearly €2 trillion in debt outstanding.

European Interest Rates Budget Deficits as a Share of GDP
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Weak Growth Following Financial Crises

History shows us that recoveries from financial crises tend to be slow and protracted
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Output Gap

Output Gap in the U.S.
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Labor Market

Unemployment and Long-Term Unemployment
Percent, In Millions, Seasonally Adjusted
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Labor Market

Employment Cycles
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Employment Growth by State

State Employment Trends
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Homebuilding

Housing Starts
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Home Prices

Various mortgage foreclosure
moratoriums and stimulus
programs likely supported

prices earlier and are
now giving way
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Virginia




Virginia

Private sector payrolls continue
to improve
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Virginia Nonfarm Private Employment
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Virginia

The unemployment rate remains
well below the national average
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Virginia — Home Prices and Construction

Home prices in Virginia remain relatively resilient,
but construction activity remains weak

Home Prices Housing Permits
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Virginia Beach MSA — Employment Growth & Unemployment Rate

Private sector employment has turned down in recent months.
The unemployment rate is well above the state average.

Employment Unemployment Rate

Virginia Beach-Norfolk MSA Nonfarm Private Employment Virginia Beach-Norfolk MSA Unemployment Rate
3-Month Moving Averages Seasonally Adjusted
10% 10% 8% 8%
| —— Unemployment Rate: Nov @ 7.1%
8% + “‘ T+ 8% ——12-Month Moving Average: Nov @ 7.0%

7% T

6% 7 r 6%

4% r 4% 6% T T 6%

2% “ r 2%

5% + + 5%

0% L 0%

- -2% 4% +

-2% T 4%
-4% | + -4%
~ 3-Month Annual Rate: Nov @ -4.5% | ¥ w 3% T T 3%
-6% T | — Year-over-Year Percent Change: Nov @ -1.1% T 6%
—— Household: Year-over-Year Percent Change: Nov @ 0.6%
-8% f f f f f f f f f -8% 2% f f f f f f f f f f 2%
92 94 96 98 00 02 04 06 08 10 90 92 94 96 98 00 02 04 06 08 10

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

Economic Outlook Wells Fargo Securities



Virginia Beach MSA — Home Prices & Construction

Home prices continue to slide, and single-family construction activity remains weak.
Multifamily construction activity, however, has picked up.

Home Prices Housing Permits

Corelogic Home Price Index: Virginia Beach, VA Virginia Beach-Norfolk MSA Housing Permits
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Negative Equity and Shadow Inventory — Virginia Beach

Virginia has a higher negative equity rate than the U.S. negative equity rate. However, the
backlog of homes waiting to enter the foreclosure process is relatively small.

Mortgage in Negative Equity Shadow Inventory
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Percent of Mortgage in a Negative Equity Position Percent of Loans in the Foreclosure Process and 90+ Days Past Due
30% 30% 15% 15%
As of Q3 2011 2011
25.2% As of October 20

25% T 25%

12% + 1120

22.1% 10.7%

20% T 20%

9% + + 9%

15% —+ T+ 15%

6% + T+ 6%

10% —+ T+ 10%

3% T + 3%

5% + T+ 5%

0% - - 0% 0% -

Virginia Beach-Norfolk Virginia United States United States Virginia Beach-Norfolk Virginia

- 0%

Source: CoreLogic and Wells Fargo Securities, LLC

Economic Outlook 19 Wells Fargo Securities



Hampton Roads Apartment Market

Hampton Roads Apartment Supply & Demand
Percent, Thousands of Units
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Hampton Roads Apartment Market

Hampton Roads Apartment Effective Rent

Quarter-over-Quarter Percent Change
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Hampton Roads Office Market

Hampton Roads Office Supply & Demand
Percent, Thousands of Square Feet
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Hampton Roads Retail Market

Hampton Roads Retail Supply & Demand

Percent, Thousands of Square Feet
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Hampton Roads CRE Vacancy Rates

Hampton Roads Commercial Real Estate

Vacancy Rates
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Issues to Watch

European Credit Availability
Debt Crisis & Financial Reform

Trade Wars &
Currency Deleveraging
Devaluations

SECURITIES

Asian Real Fiscal &
Estate Bubble? Monetary Policy

Geopolitical Energy/Commodity
Tensions Price Swings
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Our Forecast

Wells Fargo U.S. Economic Forecast

Actual Forecast Actual Forecast
2011 2012 2009 2010 2011 2012 2013
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
Real Gross Domestic Product * 0.4 1.3 1.8 3.4 1.3 1.8 2.2 2.4 -3.6 3.0 1.8 2.0 1.9
Personal Consumption 2.1 0.7 1.7 3.4 1.2 1.5 1.7 2.1 -2.0 2.0 2.2 1.7 1.4
Inflation Indicators 2
"Core" PCE Deflator 1.1 1.3 1.6 1.7 1.7 1.5 1.4 1.6 1.5 1.4 1.4 1.5 1.6
Consumer Price Index 2.2 3.3 3.8 3.3 2.4 1.9 1.5 1.8 -0.3 1.6 3.2 1.9 2.0
Industrial Production * 4.8 0.7 6.1 2.7 2.7 3.7 3.1 2.4 -11.1 5.3 4.1 3.2 2.4
Corporate Profits Before Taxes 2 8.8 8.5 7.5 6.4 6.2 6.0 6.4 6.6 9.1 32.2 7.8 6.3 7.0
Trade Weighted Dollar Index > 70.6 69.4 72.8 73.3 74.0 74.5 75.0 76.0 77.7 75.6 70.9 74.9 78.5
Unemployment Rate 9.0 9.0 9.1 8.7 8.4 8.5 8.6 8.5 9.3 9.6 9.0 8.5 8.3
Housing Starts 4 0.58 0.57 0.62 0.66 0.66 0.70 0.69 0.70 0.55 0.58 0.61 0.69 0.80
Quarter-End Interest Rates >
Federal Funds Target Rate 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
Conventional Mortgage Rate 4.84 4.51 4.11 3.96 4.00 4.10 4.10 4.20 5.04 4.69 4.46 4.10 4.30
10 Year Note 3.47 3.18 1.92 1.89 1.90 2.00 2.10 2.20 3.26 3.22 2.78 2.05 2.35

Forecast as of: January 13, 2012
! Compound Annual Growth Rate Quarter-over-Quarter

2 Year-over-Year Percentage Change

3 Federal Reserve Major Currency Index, 1973=100 - Quarter End
4 Millions of Units

5 Annual Numbers Represent Averages
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