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ECON OMIC GROWTH When Will This Horror Show Come to an End?

THis WILL LiKELY BE THE WORST RECESSION SINCE 1981-1982, AND PERHAPS THE
WORST IN THE POST-wAR PERIOD
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DEBTOR N ATION When Will This Horror Show Come to an End?

THE CrReDIT ExpANsiON WHiIcH HAs FUeELED Economic GROWTH OVER THE PAsT FEw
DecAabpeEs HAs GROUND TO A HALT

Domestic Nonfinancial Debt

As Percent Of GDP
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Source: Federal Reserve Board, U.S. Department of Commerce and Wachovia
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CONSUMER DEBT

When Will This Horror Show Come to an End?

NEAR THE END OF EXPANSION, EXCESSES IN CREDIT MARKETS WERE RAMPANT

U.S. Household Debt

U.S. Household Liabilities to Net Worth
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Housing

Peak-to-trough
declines in home

prices will exceed
anything seen in the
post-war period

When Will This Horror Show Come to an End?

Home Prices WiLL LIKELY DEcLINE THROUGH NEXT YEAR
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Home Prices
Year-over-Year Percentage Change
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RESIDENTIAL CONSTRUCTION

Home construction
peaked at the end of

2005 and has fallen
more than 65 percent

When Will This Horror Show Come to an End?

RESIDENTIAL CONSTRUCTION SHOULD BoTtTOoM IN THE FIRST HALF OF 2009
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HOME PRICE DECLINES FROM PEAK When Will This Horror Show Come to an End?

VERY FEW MARKETS ARE IMMUNE TO THE HOUSING DOWNTURN, BUT THE WORST PROBLEMS ARE QUITE CONCENTRATED

FHFA (OFHEO) Home Price Index

OFHEO: Q3-2008

Percent Change from Peak Value
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CONSUMER SPENDING When Will This Horror Show Come to an End?

ConsuMERS HAVE TURNED ExcepTiIONALLY CAUTIOUS

Discretionary Spending
October-2008
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Source: U.S. Department of Commerce and Wachovia
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CONSUMER SPENDING When Will This Horror Show Come to an End?

THE U.S. ConsuMER WILL NEeD TO GIVE BACK MUCH OF THE GAINS IN SHARE OF
Economic ActiviTy BEFORE AN EQUILIBRIUM 1S FOUND

Real PCE & Residential Investment

As a Percent of Real GDP
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GLOBAL ECONOMIC GROWTH When Will This Horror Show Come to an End?

AFTER THE STRONGEST FOUR-YEAR RUN IN DECADES, GLOBAL GROWTH WILL SLow

Real Global GDP Growth

Year-over-Year Percent Change
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GLOBAL FORECAST When Will This Horror Show Come to an End?

Wachovia International Economic Forecast!

(Year-over-Year Percentage Change)

GDP CPI
2008 2009 2010 2008 2009 2010
Global 3.3% 0.8% 3.1% 5.8% 2.4% 2.8%
Major Economies
United States 1.1% -2.0% 1.4% 4.1% 1.1% 2.5%
Eurozone 0.9% 1.1% 1.5% 3.3% 1.3% 1.4%
Germany 1.3% -1.2% 1.6% 2.8% 1.1% 1.3%
France 0.8% -0.9% 1.9% 3.3% 1.2% 1.4%
Every major economy Italy -0.4% -1.1% 1.1% 3.5% 1.5% 1.2%
will be in recession in UK 0.7% -1.4% 1.5% 3.6% 1.6% 1.4%
Japan 0.1% -1.3% 1.4% 1.5% 0.3% 0.1%
2009 Canada 0.6% -0.6% 2.5% 2.5% 1.4% 1.7%
Developing Economies
China 9.4% 7.2% 8.8% 6.1% 1.0% 1.5%
India 6.5% 5.5% 7.3% 7.4% 5.9% 4.5%
Mexico 1.6% -0.4% 2.4% 5.0% 4.0% 3.3%
Brazil 5.0% 2.0% 3.0% 5.7% 4.6% 3.9%

1Data As of: December 10, 2008

Source: Wachovia
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INTERNATIONAL TRADE

When Will This Horror Show Come to an End?

FoLLowiING OiL’s CoLLAPSE, THE NOMINAL TRADE DEFICIT SHOULD DECLINE RAPIDLY

Trade Balance in Goods
3-Month Moving Average, Billions of Dollars
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CENTRAL BANK PoLicy RATES

Foreign central banks

will ease policy further

When Will This Horror Show Come to an End?

CooRDINATED CENTRAL BANK EAsING WiLL HELP PROVIDE LiquiDiTy

Central Bank Policy Rates
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F OREIGN CURRENCY OUTLOOK When Will This Horror Show Come to an End?

Currency Forecast

(End of Quarter Rates)

2008 2009 2010
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
Major Currencies
Euro ($/€) 1.32 1.26 1.22 1.18 1.17 1.16 1.15 1.15
UK. ($/£) 1.54 1.48 1.44 1.42 1.41 1.41 1.40 1.40
UK. (£/€) 0.86 0.85 0.85 0.83 0.83 0.82 0.82 0.82
Japan (¥/$) 95 100 105 110 112 114 115 115
Other Industrialized
Canada (C$/US$) 1.22 1.25 1.27 1.28 1.29 1.29 1.30 1.30
Switzerland (CHF/$) 1.18 1.24 1.28 1.30 1.31 1.32 1.33 1.33
Norway (NOK/$) 6.90 7.20 7.40 7.45 7.50 7.55 7.60 7.60
The dollar should Sweden (SEK/$) 7.80 8.30 8.40 8.50 8.55 8.55 8.60 8.60
grind higher against Australia (US$/A$) 0.68 0.66 0.65 0.64 0.63 0.63 0.62 0.62
. . Developing Economies
most major currencies Mexico (MXN/$) 13.25 13,50 13.75 13.80 13.90 13.90 14.00  14.00
Brazil (BRL/$) 2.35 2.40 2.50 2.55 2.57 2.58 2.60 2.60
Poland (PLN/$) 2.95 3.10 3.30 3.35 3.40 3.40 3.50 3.50
Russia (RUB/$) 27.75 2850 29.00 29.25 2950 29.75  30.00  30.00
Turkey (TRY/$) 1.55 1.62 1.66 1.70 1.71 1.71 1.72 1.72
South Africa (ZAR/$) 9.90 1025 1050 10.75 10.90 10.95 11.00  11.00
China (CNY/$) 6.90 6.88 6.85 6.80 6.70 6.60 6.50 6.40
India (INR/$) 48.80 4950 50.00 50.25 50.40 50.40 50.50  50.50
Korea (KRW/$) 1400 1450 1460 1480 1490 1495 1500 1500
Singapore (S$/US$) 1.50 1.54 1.55 1.56 1.57 1.57 1.58 1.58
Taiwan (TWD/$) 3325 3350 33.70 33.80 33.90 33.90 34.00 34.00

1Data as of: December 10, 2008

Source: Wachovia

Wachovia Economics Group B 14



GOVERNMENT SPENDING

Policy stimulus does

not always have the
desired result

When Will This Horror Show Come to an End?

INFRASTRUCTURE SPENDING CouLD FUEL GROWTH, BuT TAX BURDEN 1s A CONCERN

Federal Spending vs. Revenue

As Percent of GDP
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Source: U.S. Department of the Treasury and Wachovia
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FiscaL PoLicy

The deficit will likely
double as a percent of

GDP as tax receipts
weaken and fiscal
stimulus ramps up

When Will This Horror Show Come to an End?

TuEe U.S. DerFiciT MAY REACH A STAGGERING ONE TRILLION DoLLARS IN 2009

Federal Budget Surplus or Deficit

As a Percent of GDP, 12 Month Moving Average
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Source: Federal Reserve Board, U.S. Department of Commerce and Wachovia
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Economics GROUP PUBLICATIONS Appendix

A SAMPLING OF OUR RECENT SPECIAL, REGIONAL & INDUSTRY COMMENTARY

Distribution Lists Recent Special Commentary

® Monthly Economic Outlook Date Title Authors
December-05 Partial Eclipse in the Lone Star State Vitner, York & Whelan
. . . December-01 NBER Recession Call: Official Now, But Still Not Over Silvia
" Weekly Economic & Financial December-01 The Outlook for U.S. Exports Yet Again Bryson
Commentary
November-25 Home Price Data: Third Quarter 2008 Vitner & York
= g Al R November-25 Consumer Credit Weakening Amid Economic Downturn Vitner & Khan
pecial Reports November-25 Linear Models in a Non-linear World: Case Against Complacency Silvia & Igbal
November-24 Employment Chartbook: November 2008 Silvia, York & Whelan
®  Economic Indicators November-24 Recession to Persist for Next Six Months Silvia & Igbal
November-14 Trends, Cycles and Dangers of Historical Extrapolation Silvia & Igbal
= Global Economic Commentary November-13 Global Chartbook - November 2008 Bryson & Quinlan
November-05 The Grinch May Roil Holiday Sales This Year Vitner & York
= Federal Reserve Commentar October-20  Japan’s “Lost Decade”: Implications for the U.S. Economy Bryson
Y October-09  Global Chartbook - October 2008 Bryson & Quinlan
October-08 Housing Chartbook - October 2008 Vitner & York
®  Real Estate & Housing October-08 Everyone Seems To Have Gotten The Message Vitner & Bryson
September-25 Recession Probability Remains Very High Silvia
" Consumer & Retail September-22 Story Continues: No Bright Light Marking End of Sub-Par Growth Silvia
September-22 Implications of the Treasury's Plan for the Dollar Bryson
" Chief Economist List September-18 Global Central Banks Wprk to Soothe Fears V?tner
September-16 FOMC September Meeting - No Change Vitner
September-15 FOMC September Meeting - Workout Continues Silvia
® To join any of our research September-11 Global Chartbook - September 2008 Bryson
%nglﬁguon lists please Visit our August-29  California is Still Managing to Eke Out Modest Gains Vitner & York
) August-28  Housing Chartbook - August 2008 Vitner & York
" http//www.wachovia.com/economics August-19  “Older and More Diverse Nation by Midcentury” Vitner & York
email August-19  Commercial Real Estate Quarterly: Second Quarter Vitner & Khan
WACHOVIA
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Economics GRouP

U.S. Macro

Economy

Comprehensive Coverage of the U.S. Economy
* Monthly Economic Forecast
®  Weekly Analysis & Outlook

* Timely Commentary on Daily Economic Data Releases

Appendix

Global

Economies

Macro Level Coverage of Major Foreign Economies
® Macro Forecasts of 11 Economies

® Monthly Forecasts of 19 Dollar Exchange Rates
®  Weekly Analysis & Outlook

U.S. Regional

Economics Group Coverage

Economics

Regional and MSA Level Expertise
* Extensive Coverage Across the Wachovia Footprint
® Ground level Analysis & Commentary of Local Markets

Industry

WACHOVIA

Coverage Across CIB Industry Groups

* Regular Commentary on Economic Developments by
Industries

Tech,
Consumer Media &
& Healthcare Telecom
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Economics GrRouP Appendix

Jonn E. SiLvia, Pu.D. MARK VITNER Jay H. BrysoN, Pu.D.
Chief Economist Senior Economist Global Economist
= john.silvia@wachovia.com = mark.vitner@wachovia.com = jay.bryson@wachovia.com
=U.S. Macro Economy =U.S. Macro Economy =*Global Economies
=Interest Rates *Real Estate =Foreign Exchange
*Monetary Policy =Regional Economics

SAM BULLARD ANIkKA KHAN AzHAR IqBAL ApaAm G. YORK
Economist Economist Econometrician Economic Analyst
= sam.bullard@wachovia.com = anika.khan@wachovia.com = azhar.igbal@wachovia.com = adam.york@wachovia.com
=Desk Operations =U.S. Macro Economy *Quantitative Macro- =U.S. Macro Economy
=Financial Services =Real Estate Economic Modeling =U.S. Consumer
=Retail & Automotive =Real Estate

Tim QUINLAN KiMm WHELAN YAsMINE KAMARUDDIN
Economic Analyst Economic Analyst Economic Analyst
= tim.quinlan@wachovia.com = kim.whelan@wachovia.com * yasmine.kamaruddin@wachovia.com
=U.S. Macro Economy =U.S. Macro Economy *U.S. Macro Economy

*Business Investment

Wachovia Corporation Economics Group publications are distributed by Wachovia Corporation directly and through subsidiaries including, but not limited to, Wachovia Capital Markets, LLC, Wachovia
Securities, LLC and Wachovia Securities International Limited.

The information and opinions herein are for general information use only. Wachovia does not guarantee their accuracy or completeness, nor does Wachovia 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. © 2008 Wachovia
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