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Recession

AGCAYIYOALfE¢ RSTAYALA:
I Decline in real (inflatioadjusted) output (e.g.,
Gross Domestic Product or GDP) for two
consecutive guarters

A Recessionary (deflationary) output gap

I Actual output < potential (fuémployment)
output

I Actual unemployment rate > natural
unemployment rate (unemployment rate at full
employment)



Recent US Recessions
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April 1960- February 1961 10
December 196¢ November 1970 11
November 1973 March 1975 16
January 198@ July 1980 6
July 198k November 1982 16
July 199@; March 1991 8
March 2001¢ November 2001 8
December 2007 ????7? 17 Months& Counting

Source: National Bureau of Economic Research (NBER).
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2008 US Economic Growth by Quarte

(Quarterly Change at an Annual Rate)

4%

0.9% 2.8% -0.5%
) .
T —

1Q08 2Q08 3Q08

-6.3%

-2%

-4%

-6%

-8%
Source:Monthly Outlook Wachovia Economics Group, April 8, 2009.




3%
2%
1%
0% -
1% -
2%
3% -
4%
5%
6% -
-7%

2009 Forecasted US Growth by
Quarter (Updated)

(Quarterly Change at an Annual Rate)

-6.1%
-2.4% -0.2% 1.7%

(Actual)

Source:Monthly Outlook Wachovia Economics Group, May 13, 2009.




2010 US Forecasted Economic Growt
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The National Outlook

A The recovery will likely begin later this year.

I More than 90% of economists recently surveyed
by the National Association of Business
Economists predict the recession will end this
year.

A74% believe the recession will end in 3Q09.
A19% believe the turning point will be in 4Q09.
A7% believe the recession will end in 1Q10.



The National Outlook cont.

A A recession probability model maintained by
the Wachovia Economics Group places the
probabillity of recessionary conditions six
months from now at less than 50%.

I The recovery will be led by Federal government

spending and a modest improvement in consumer
spending.
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A Output
A Employment
A Consumer income
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A Consumer spending
I 0.7% fall in 2009
I 1.2% rise in 2010

A Housing units
I 740,000 new starts in 2009
i The annual average overthe 2083 @G 0 dzoof S¢ &SI N&
A Unemployment rate

I 11% annual average during 2009 and perhaps into 2010
I 5% annual average over 2006
Ahy3I2Ay3 al R2dza 0 YS y-usagrawth |
rate In retall, construction, manufacturing (especially
durables manufacturlng) and financial services



The Stimulus Package

(American Recovery and Reinvestment Act of 2009)

A Reductlons in payrol W|thhold|ng will provide
a2YS AaY2RSadilé¢ -tax mzoing? N.

A Business investment will remain weak as the
aluAYdzt dza AYLI O 2y A
and spread out over several years.

A Government spending will be dominant.

I The impacts of the additional aid to state and loc:
governments will be felt as early as the second
half of this year.
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sustainable economic growth.
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of the excesses of the previous expansion that

were fueled by lax qualifications for housing

finance and a highlieveraged consumer.

I Economic growth is likely to be lower over the next
five years than during the five years prior to the
current recession.




Credit and Interest Rates

A Steeper yield curve
A Little change in credit spreads

A Medium-to-longterm credit will remain
difficult to obtain.



US Treasury Security Yield Curve
(Updated)
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Foreign Economies

A Premature to claim that the global economy is
stabilizing
Aaz2NB fA1Sté |y AaAYyTFE S
reached, in which economic activity continues
to fall but at a slower pace.
ibS3AFGIALBS aFANRGO RSNAJI
AEconomic activity continues to fall.
ACANRUO RSNAOGIFGAODS YI& 0SS d
ia{ SO2YR RSNAOGIUABSE g2
AEconomic activity is falling at a decreasing rate.



The US Compared to Other Countries

A US policymakers have done relatively more to
stimulate economic activity.

I The US should exit, or at least show signs of
exiting, the recession before most other major
economies do.

I The US dollar will likely appreciate.

ACKS R2ffFNQa NRAS oAt af
AForeign purchases of US Treasury securities will slow a
risk aversion becomes less extreme.



NC Economic Growth
(200509)
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2008 NC Economic Growth by Quarte

(Quarterly Change at an Annual Rate)
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2009 Forecasted NC Economic Growt
by Quarter

(Quarterly Change at an Annual Rate)
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2009 NC Jobs Forecast

Construction -11.1% -7.2%
Manufacturing -7.2% -5.2%
Financial Activities -5.2% -4.6%
Retail Trade -5.1% -4.6%
Transportation/Warehousing -4.2% -3.6%
Information -4.1% -3.1%
Professional/BusinesServices -4.0% -5.3%
Leisure/Hospitality -3.0% -3.3%
Wholesale Trade -2.8% -3.0%
Natural Resources/Mining -2.7% -4.9%
Government -0.3% -0.6%
Other Services 0.1% -2.6%
Utilities 0.4% -3.7%
Education/Health Care 1.0% -1.1%
All Sectors -3.3% -3.3%

Source: Moodyo6s Economy. com.



SENC Carolina Economic Growtr

(Brunswick New Hanover, and Pender Counties)
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Retall Sales Growth Rates
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Largest Area Employers

Sector

Employment

(3Q08)

% of Total
Employment

Average
WeeklyWage

% of AltSector
Average
Weekly Wage

Government
Retail Trade

Health Caré Soc
Assist

Accom / Food
Services

Construction
Edu Services
Manufacturing
Puldic Adm

Prof /Tech Svcs
Adm/Waste Svcs
All Sectors

23,732
20,643

19.517

18.876
11,015
10,187
9,523
8,180
7,766
7,421
143,736

16.5
14.4

13.6

13.1
7.7
7.1
6.6
5.7
5.4
5.2

$829
$451

$736

$264
$744
$776
$1,098
$773
$1,085
$463
$662

125.3
68.2

111.2

39.9
112.5
117.3
165.9
116.8
164.0

70.0



Sales of Existing Sindgtamily
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Unemployment Seasonal Indexes
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New Hanover County Room
Occupancy Tax Collections Growth
Rates (NSA)
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ILM Air Passenger Traffic Growth
Rates (Updated)




