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Economic Growth Remains Relatively Sluggish

Overall Outlook

Monetary Policy

Inflation

Fiscal Policy
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Economy

= We continue to look for the economy to grow in the 2.0 to

2.5 percent range in 2016. Domestic demand remains
strong, which should offset sluggish global growth.

The Fed’s initial interest rate hike came late in the cycle
amid circumstances more consistent with cutting
Interest rates. Policymakers will move extra cautiously.

Slowing global economic growth and the stronger dollar
are pulling commodity prices lower and will likely
restrain headline inflation for quite some time.

Last year’s federal budget deal will provide a slight boost
to economic growth in 2016. State and local
governments are also boosting spending modestly.

Slower growth in China is weighing on other economies,
pushing the value of the dollar higher and presenting a
threat to U.S. exports and corporate earnings.
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Economic Growth

Real GDP growth has been disappointing throughout most of this recovery and has also been
unusually volatile. Much of the recent volatility is due to swings in international trade and
business inventories. Private final domestic demand is growing more solidly and consistently.
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Employment Situation

Nonfarm employment posted solid gains the past three months, alleviating fears about a
slowdown. Unemployment continues to trend lower and is close to most measures of “full
employment.” The Fed is taking its que from the strengthening labor market.
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Employment Growth of Largest U.S. MSAs

U.S. Employment Growth by MSA
3-Month Moving Averages, November 2015
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Consumer

Consumer spending has been driven by a rebound in household wealth and gradual recovery in
employment and income prospects. Wages and salaries have risen faster than average hourly
earnings, reflecting gains in hours worked and innovative employment options.

Household Net Worth Income & Consumer Spending
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Real PCE

Real personal consumption
expenditures are expected to
grow less rapidly in coming
years, as the bulk of the growth
in big-ticket expenditures is now
likely behind us.
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Oil Prices

Oil prices began collapsing
during the second half of 2014
and have fallen further than

industry analysts had expected.

The RIG count has followed oil
prices lower and neither shows
signs of bottoming just yet.
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Motor Vehicle Sales

Total U.S. Light Motor Vehicle Sales

In Millions, Seasonally Adjusted Annual Rate
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Housing

We continue to look for a
gradual recovery in
homebuilding.

Apartment demand remains
exceptionally strong but supply
Is catching up with demand.

Single-family housing starts are
beginning to ramp back up.
Gains will be more modest than
in past building cycles.
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Suburbs vs. Primary Cities

There has been a move back into the center city of many major metro areas of the South and
West. For many this marks a new development, as suburban areas have typically accounted for
the bulk of population growth in recent decades. We believe this shift has staying power.

Primary City vs. Suburban Population Growth by Metro
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FOMC

The FOMC has continuously reduced their expectation for interest rates for both the near- and
long-term. The near-term expectations signal intentions to gradually raise interest rates. The
lower long-term funds rate underscores doubts about long-term potential real GDP growth.
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Yield Curve

Yield Curve
U.S. Treasuries, Active Issues
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Percent Change in Real GDP by State (2013-2014)

Us.=22%

(-1.3)% - 0.7%

S 0.7% - 1.2%

-~ P 1206 -1.8%
B 150 -2.7%
N -7 -63%

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

Economic Outlook Wells Fargo Securities



North Carolina & Charlotte



Employment Situation — North Carolina

Nonfarm employment has grown at a steady 2.4 percent over the year in North Carolina. Job
gains remain broad based, as employment has increased in all major industries over the year.
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Employment by Industry

North Carolina Employment Growth By Industry
Year-over-Year Percent Change, 3-MMA
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Housing Market — North Carolina

The housing market in North Carolina has improved modestly over the past year. Permits
remain well below historic norms, particularly given the recent rebound in population growth.

Housing Permits Home Prices
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North Carolina Employment Growth by MSA

North Carolina Employment Growth: November 2015
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Employment Situation — Charlotte MSA

Nonfarm employment has risen 3.3 percent over the past year in Charlotte and has more or
less maintained that pace for the past year. The greatest gains have been in leisure and
hospitality, financial services and trade, transportation and utilities.
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Charlotte MSA Employment Growth By Industry
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Housing Market — Charlotte MSA

Charlotte’s population growth has ramped back up in recent year, reflecting an influx of both
job seekers and retiree. Apartment construction has lifted multi-family permits back near all-
time highs, with much of the growth in and around Uptown Charlotte.

Housing Permits Population Growth

Thousands of Permits, Seasonally Adjusted Annual Rate In Thousands
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Five Critical Key Takeaways

= The economy should weather the global economic
Economic Outlook slowdown. Exports will clearly decelerate. We expect real
GDP to rise 2.4 percent in 2015 and 2.0 percent 2016.

= The weaker global economy continues to pull at
industries closely tied to it, creating a disinflationary
undertow that is squeezing corporate profits.

Weaker Global

Growth

®= The Federal Reserve has begun to ‘normalize’ interest
Interest Rates rates amid a challenging backdrop. Policymakers will
likely move very gradually and cautiously.

= Demand for single-family homes is reviving, with first-
time homebuyers beginning to come back into the
market. Apartment construction is close to peaking.

The Housing
Recovery

= The economy is better for consumers than producers.
Regions exposed to agriculture, energy, mining and
manufacturing are seeing conditions weaken.

The Mix of Growth
Is Shifting

21
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U.S. Forecast

Wells Fargo U.S. Economic Forecast

Actual Forecast Actual Forecast
2015 2016 2013 2014 2015 2016 2017
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
Real Gross Domestic Product ! 0.6 3.9 2.1 1.1 2.6 2.6 2.7 2.6 1.5 2.4 2.4 2.4 2.5
Personal Consumption 1.8 3.6 3.0 2.8 2.7 2.7 2.7 2.6 1.7 2.7 3.1 2.8 2.5
Inflation Indicators 2
PCE Deflator 0.2 0.3 0.3 0.5 1.4 1.3 1.6 2.0 1.4 1.4 0.3 1.6 2.0
Consumer Price Index -0.1 0.0 0.1 0.5 1.8 1.6 1.8 2.2 1.5 1.6 0.2 1.9 2.2
Industrial Production * -0.3 -2.3 2.6 -0.1 2.4 2.1 1.1 2.2 1.9 3.7 1.5 1.4 2.1
Corporate Profits Before Taxes 2 46 0.6 -4.7 5.0 4.3 4.8 4.6 4.6 2.0 1.7 1.3 4.6 4.4
Trade Weighted Dollar Index 3 92.1 89.9 92.3 93.0 | 94.0 95.5 97.0 98.3 75.9 78.5 91.8 96.2 99.8
Unemployment Rate 5.6 5.4 5.2 5.0 4.9 4.8 4.7 4.6 7.4 6.2 5.3 4.7 4.5
Housing Starts 4 0.98 1.16 1.15 1.17 | 1.24 1.24 1.25 1.26 | 0.92 1.00 1.12 1.25 1.35
Quarter-End Interest Rates s
Federal Funds Target Rate 0.25 0.25 0.25 0.50 | 0.50 0.75 1.00 1.25 | 0.25 0.25 0.31 0.88 1.88
Conventional Mortgage Rate 3.77 3.98 3.89 3.96 | 4.10 4.15 4.17 4.20 | 3.98 4.17 3.90 4.16 4.35
10 Year Note 1.94 2.35 2.06 2.28 | 2.45 2.50 2.55 2.60 | 2.35 2.54 2.16 2.53 2.80

Forecast as of: December 9, 2015
! 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

Economic Outlook Wells Fargo Securities



Appendix



Economic Outlook Group Publications

A Sampling of Our Recent Special, Regional & Industry Commentary

Selected Recent Economic Reports

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

Economic Outlook

Date Title Authors
U.S. Macro
December-22 Qur Favorite Charts of 2015 Silvia
December-16 FOMC Moves Forward In a Fog: Gradual, Data Dependent Silvia
December-10 Househould Debt: Opportunities/Risks in the Auto Sector Silvia & Moehring
December-09 The Great Divide: 2016 Annual Economic Outlook Silvia

November-23

December-18
December-16
December-10
November-24
November-20

January-04
December-10
December-10
December-03
December-03

December-16
December-09
November-12
November-04
October-28

December-22
December-04
November-30
November-24
November-16

Are Risks Brewing in Consumer Lending?

U.S. Regional
California Employment Conditions: November 2015
North Carolina Economic Outlook: December 2015
State GDP: Low Commodity Prices Hit Energy and Farm Economies
California Economic Outlook: November 2015
Florida's Economy Continues to Add Jobs at a Rapid Pace

Global Economy
Singapore's Economy Ends a Week 2015 on a High Note
Turkey: Stronger Savings & Investment Needed
Global Chartbook: December 2015
Brazilian Economy Continues to Plunge
ECB Disappoints at Today's Policy Meeting

Interest Rates/Credit Market
2016 Net Treasury Issuance Outlook
Bank Lending Conditions: Support for Consumer Spending
All Systems Go for a FOMC Move in December?
Inflation Expectations Ease Further
Debt Ceiling Debates and Their Effects on Yields and Volatility

Real Estate
Nonresidential Construction Recap: December
Housing Chartbook: November 2015
Nonresidential Construction Recap: November
Commercial Real Estate Chartbook: Q3
Are Risks Brewing in CRE Lending?

Wells Fargo Securities

Khan & Brown

Vitner & Batcheller
Vitner & Batcheller
Vitner & Batcheller
Vitner & Batcheller
Vitner & Batcheller

Bryson & Nelson

Bryson & Nelson
Quinlan, House & Nelson
Aleméan

Bryson

Vitner & Brown
Vitner & Brown
Vitner & Brown
Vitner & Brown
Vitner & Brown

Silvia,
Silvia,
Silvia,
Silvia,
Silvia,

Khan
Vitner & Khan
Khan
Khan
Khan & Brown



Wells Fargo Securities, LLC Economics Group

Diane Schumaker-Krieg diane.schumaker@wellsfargo.com Azhar Igbal, Econometrician azhar.igbal@wellsfargo.com
Global Head of Research & Economics

Tim Quinlan, Economist tim.quinlan@wellsfargo.com
Chief Economist Eric J. Viloria, Currency Strategist eric.viloria@wellsfargo.com
Sarah House, Economist sarah.house@wellsfargo.com
John E. Silvia john.silvia@wellsfargo.com Michael A. Brown, Economist michael.a.brown@wellsfargo.com
Economic Analysts
Mark Vitner, Senior Economist mark.vitner@wellsfargo.com Erik Nelson, Economic Analyst erik.f.nelson@wellsfargo.com
Jay H. Bryson, Global Economist iay.bryson@wellsfargo.com Alex Moehring, Economic Analyst alex.v.moehring@wellsfargo.com
) ) Misa Batcheller, Economic Analyst misa.n.batcheller@wellsfargo.com
Sam Bullard, Senior Economist sam.hullard @wellsfargo.com Michael Pugliese, Economic Analyst michael.d.pugliese@wellsfargo.com
Nick Bennenbroek, Currency Strategist nicholas.bennenbroek@wellsfargo.com . i .
Administrative Assistants
Eugenio J. Aleman, Senior Economist eugenio.j.aleman@wellsfargo.com Donna LaFleur, Executive Assistant donna.lafleur@wellsfargo.com
Anika R. Khan, Senior Economist anika.khan@wellsfargo.com

Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S broker-dealer registered with the U.S. Securities and Exchange Commission, the
Financial Industry Regulatory Authority, and the Securities Investor Protection Corp. Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but
not limited to, Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Advisors, LLC, Wells Fargo Securities International Limited, Wells Fargo Securities Asia Limited and Wells Fargo
Securities (Japan) Co. Limited. Wells Fargo Securities, LLC. ("WFS") is registered with the Commodities Futures Trading Commission as a futures commission merchant and is a member in
good standing of the National Futures Association. Wells Fargo Bank, N.A. ("WFBNA") is registered with the Commodities Futures Trading Commission as a swap dealer and is a member in
good standing of the National Futures Association. WFS and WFBNA are generally engaged in the trading of futures and derivative products, any of which may be discussed within this
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions. Wells Fargo Securities, LLC’s research analysts receive
compensation that is based upon and impacted by the overall profitability and revenue of the firm which includes, but is not limited to investment banking revenue. The information and
opinions herein are for general information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC assume any liability
for any loss that may result from the reliance by any person upon any such information or opinions. Such information and opinions are subject to change without notice, are for general
information only and are not intended as an offer or solicitation with respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo Securities, LLC is a
separate legal entity and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company © 2015 Wells Fargo Securities, LLC.

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE
Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated investment firm authorized and regulated by the
Financial Conduct Authority. The content of this report has been approved by WFSIL a regulated person under the Act. For purposes of the U.K. Financial Conduct Authority’s rules, this report
constitutes impartial investment research. WFSIL does not deal with retail clients as defined in the Markets in Financial Instruments Directive 2007. The FCA rules made under the Financial
Services and Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be available. This report is not intended for, and
should not be relied upon by, retail clients. This document and any other materials accompanying this document (collectively, the "Materials") are provided for general informational purposes
only.

Economic Outlook Wells Fargo Securities



