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A Queasy Feeling

Long Term Unemployed (40.9 Weeks Mean)
Watching Events in Europe

Youth Unemployment

Underwater Homeowners/Current on Mortgage
Stagnant Incomes

Questioning the System

Senior Living on Savings

Policy Uncertainty

Seeing and Participating in Things of Another
Time and Place
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2011(Not According to Plan)

Big Time Revisions

Things You Were Not Thinking About Last Year:
Earthquakes

Fukushima Daiichi Plant

European Implosion - Will the Euro Survive?

Sub 4% Mortgages

US Downgrade

Super Committee

Gadhafi, Mubarak & Berlusconi Gone

Ashton Kutcher on oTwo and
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Worse-Better-Worse
Revised GDP Growth (7/29)
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Real GDP (SAAR) Commerce Department
Q4-2010 to Q3-2011

Q4 Q1 |Q2 Q3
10 |11 |11 |11

23% 4% 1.3% 2.5%

Consumption 3.6 2.1 4 2.4
Equip & 8.1 8.7 6.2 17.4
Software

Non - Res 10.5 -143 226 13.3
Structures

Residential 2.5 -24 472 2.4

Federal -3 -94 19 2
State and -27 -34 -218 -1.3
Local

Exports 7.8 7.9 3.6 4

Imports -2.3 8.3 1.4 1.9



2011 Nonfarm Payroll Employment
Change Private and Government
(,000 SAAR) Source: BLS
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Annual Job Change November,
2010-November, 2011 (1.2%)
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Year Over Year Consumer Price Index January ,2010
to October ,2011

Source: BLS
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Monthly Percent Change CPI
Blue Total Core Red
3.5% Total 2.1% Core Year to October
Source: BLS
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Interest Rates
Source: US Treasury
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Crosscurrents

Consumers - Weak Earnings Growth,
Deleveraging, Employment Slowly Rising, Wealth
Declines, Financial Volatility

Business Investment - Recent Strength Equipment
and Software, Good Earnings, Uncertain Outlook

State and Local - Weakness

Trade - High Levels of Activity, Competitive, Worry
about Global Slowdown - China, Europe, Trade
Agreements Passed, China Bashing

Federal- Fading Stimulus, Supercommittee
Failure, Dysfunction Confirmed



Prospects

1 GDP Growth Fed Central Tendency
2011 1.6 -1.7%, 2012 2.5 -2.9%
and 2013 3 - 3.5%

1 Inflation Range 2.8% - 3.3% in 2011
and 1.1% to 3.2% in 2012 (BCC)

. Fed on Hold Until Mid 2013

1 Recession Risks Increased oCarl
Dietz and Kopin Tan




Drags & Headwinds

Oil/Food Version 6.0

Housing

Deleveraging

Wealth Declines

European Financial Crisis - Contagion
State and Local Governments

Federal Fiscal Uncertainty

General Fear and Uncertainty
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Residential Permits (SAAR) Census Bureau 2005 to October, 2011
Bouncing Along Above the Bottom
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Case Shiller 20 City Composite
January 2000=100
April, 2006 206.62 Peak

Source: S &P
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Consumer Debt Growth 2006-
Q32011 Source: FED
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Change in Net Worth of
Households and Nonprofits

(Billions)
Source: FED
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A Predictable Crisis

CBO June Debt to GDP 40% in 2008, 2011
70%, Alternative Scenario 100% by 2021

Healthcare and SS 15% GDP in 25 Years - Over
the last 40 Years all Federal Spending
excluding interest averaged18.5%

Risk of Sudden Fiscal Crisis (See Athens and
Rome)

Ability to Offset Weakness
Other Spending Constrained to Pay Interest




Policy Conundrums

MONETARY POLICY 1 FISCAL POLICY
Zero Rate Bound 1 ST versus LT Problem
Manage Balance Sheet joMoment of Tr

JjoOvoterséhave )
come to grips with the
notion that they have
promised themselves
benefits that at current
tax rates they cannot
afford. (NYT 11/6/11)

A QE3?

Jackson Hole and
Testimony: Outside the
Control of Monetary
Policy
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Policy

End of 2011 if Nothing Happens?

Go Ahead One Year - What happens at the end
of 2012 if Plan Passed ? Scheduled
Expirations, Sequesters Start

Peter Domenici: Lawmakers who refuse to

consider tax increases and those who rule out
cutting safety net progr
complicit 1 n | etting Ame
Super Committee - Blown Opportunity

State Level - Dealing with the Shortfall in
Revenues from Budget Projections




Job Growth Update -October 2011 Data-
Year over Year Change-45 States Up
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North Dakota 1
Oklahoma 2
Utah 3
Louisiana 4
Texas 5
Nebraska 6
Arizona 7
Montana 8
Wyoming 9
California 10
Vermont 11
Massachusetts 12

Washington 13
Oregon 14
Colorado 15
Florida 16

Ohio 17

Michigan 18

lllinois 19

New Hampshire 20
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Hawaii 22
Kentucky 23
Minnesota 30
Alaska 31
ldaho 32
Virginia 33
Arkansas 32
Nevada 34
Connecticut 35
New Mexico 36
New Jersey 37
Wisconsin 44
Missouri 45
Rhode Island 46
Delaware47
Arkansas 48
Indiana 49
Georgia 50



Year over Year Percent Change
Washington Nonfarm Employment

Source: Employment Security




Washington Net Farm Income
2000-2010

Source:USDA
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Washington Job Change Year to October
2011 (1.1%) Employment Security
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Washington Job Growth

Year to October, 2011

Metro Job Change Percentage
Bellingham 2,100 2.6
Bremerton 100 A
Clark 700 5
Kenn-Rich-Pasco -1,000 -1
Seattle-B-E 23,700 1.7
Spokane -2,500 -1.2
Tacoma 1,400 D

-1,700 -2.2

Yakima




Climbing Back
I P - N 7 R 7

Washington -4.6% -1.3% 1.4% 1.5-2%

Sources:
Agencies,
Bcc, JWwM




120,000

100,000

80,000

60,000

40,000

20,000

0

The Region-Annual Average Employment
Source: Employment Security
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