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Architecture

= Definition:

The art and
science of erecting
buildings
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The Beauty of the Facade

« |s the facade
appealing or is it
dilapidated?

= Wil the buyer be
willing to buy into
something that it
can see is
structurally sound?
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What Is the Gray Market?

Investments

A
\ 4

Gray market:

Ethical Boundaries

I —

Legal Boundaries

_
Fiduciary Investing

«Cutting Edge *Unregulated
Denoted through words like: «Loophole «Senate hearings  °llliquid/Inefficient

*High rate of return *Ponzi
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What Caused the Problems?

Harvard loses $350M in
AAA Subprime Investors one day

@ Went to DD Junk _/'
Overnight and added

iy

guestions to all other : \
subprime holdings /Aedqe Funds:
BStearns,

Contract|to buy
back defaulting
loans:

Making AAA
Subprimg

BNP,
Sowood

Banks: BOA, Wells, Chase
— _Original Cash to

€
/Iend to borrowers %
0%

¥

Hedge Funds
demand
Brokers buy
back loan pools

i B rO k e r S Brokers go to Banks and ask to

. ... borrow money to buy back bad
Countrywide, Central Pacific |1ne - are told NO!

/

fold

Subprime Borrowers: Joe Smith
*Teaser Low Interest Rate Loans

eInterest Only Loans
*Bad Loans in General
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Brokers
start to

g
Wall Street

packages Igans
into pools

Homeowners started notifying
Hedge Funds that they couldn’t
make payments
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Strength of Structure

« How strong is the
skeleton of the
building...

« Isitsound oris it
dangerous?
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The Crisis spreads to the Economy

e PSRRI

"RECESSION

Companies cut Companies
Expenses and lay off
Delayed orders Employees

Consumer
stops
spending &
economy
goes into
recession

Credit
Crisis

8 All rights reserved Baker Boyer Bancorp
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Inventory Story...

The Inventory Story (] Print Graphic

Adam runs a factory thal makes bowling pins. His pin faciony’s effect on gross domoestic product depends on how many pins he makes and how much he lakes from
inveniory. Those decisions can cause big swings in GDF even if cemand from customers is iftie changod I
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All rights reserved Baker Boyer Bancorp



" A
Economic Structure

What is the Current
Structure of the US
and Global
economy?
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Factory transition into consumer
confidence?

« Start of the factory
led recovery

« Next stepis a
restoration of e e .
consumer sentiment EEEE—EE """
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US GDP Rates

United States GDP Growth Rate

— Annual GDP Growth Adjusted by Inflation
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Durable Goods Orders

Durable Goods Orders
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Case Schiller Price Index

S&P/Case-Shiller Home Price Indices
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ISM Information

Institute for Supply Management Indices
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Leading Economic Indicators

Beginning of
Index (2004 = 100) Recession
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US Weekly Jobless Claims

New Jobless Claims with 4-week moving average
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The Facade

« Are Americans
happy with the
strength of the
structure?
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Consumer Sentiment

Consumer Confidence
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The World Economic Order

Palitieal Map of the Werld, Apell 2000
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s 0 CHINA'S GDP growing at
- N 10.7% for 4th Qtr. 2009

------

« Expanding economy
shows growing need for
more natural resource

d e ”; aaaaa S Vit :\x”g;ﬁg = GDP of $7.9 Trillion PPP
L o | " 28 ($4.9 Trillion real dollar)
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The New Global Economy

How They Stack Up 1999 rank

China's GDP has more than quadrupled in the
past decade, leaving it poised to surpass Japan
as the world's second largest economy.

2009 rank

GDP, in trillions

1999 2009
China China
$1.08 $4.91
us Germany

S. u.s. Germany
TEL] $2.15

Sl %rd $324

U.K.
U.K.

$1.50
$2.20
$1.20
Italy
$2.09
Source: International Monetary Fund, Dctober forecasts, except China
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The Rest of the World’'s Debt

Debt Weight

The market perception of risk and the cost to insure sovereign debt against default have
risen In many cases, as the size of national debt burdens has increased,

Credit-default Year to date
swap spreads, ..
in percentage
points’
PORTUGAL
Government :

4 percentage points

Countries outside the euro zone

debt as a
percentage of
gross domestic 1999-2010'
product

sl ont to insure sech cousiny's sovedirign dobt sgainyt defsglt for foe yoar. 12009 and 2000 dsta sre citimates.
Sowres Marklt (oedit-Sefau swapsl Eumpeah Cammision (et fipuses cacept far LS. and Japan, which aee From the Interrational Maretary Fund)
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Cost of helping Economy

YIELD ON 10-YEAR TREASURY BOND
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Stirred, Shaken, and

Recovering?

John W. Mitchell



Background

m No Place to Hide

m Recovery is Underway

m Headwinds Still Out there

m We Are Not In Kansas Anymore
m \Wide Range of Possibllities



Job Growth Update

January data — year over year gains — 48 states down YOY

m Alaskal m South Carolina 11 m  Connecticut 32
m North Dakota 2 m Arkansas 12 m  New Mexico 33
m Vermont 3 m Pennsylvania 13 m Idaho 34
m New Hampshire 4 = Maryland 14 m  Oklahoma 35
m Virginia 5 m lowa 15 m  Oregon 36
m Nebraska 6 m New Jersey 16 m  Washington 40
m Kentucky 7 m Utah 17 m Colorado 46
m New York 8 m Montana 18 m California 47
m South Dakota 9 = Michigan 25 = Wyoming 48
m Louisiana 10 m Hawaii 27 m  Arizona 49
m  Nevada 50
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The Upturn

Business Investment, Time, Technology
Inventory Correction

Housing Bottom

Trade Rebound

Balance Sheet Repair-Consumers and Business
Stimulus

Births and Expansions

Kansas City Fed: After Serious Recessions-Upturns
Geographically Broad Based
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Around the Region

2008 Un 2009 Un Permits FHFA Q4 2009
Rate Rate PO Population
Growth

Alaska 6.5% 8% 912 -2.81% 1.5%
1.2%

Hawaii 4 6.8 2,617 -2.69 .6
(-36.4%)

ldaho 4.9 8 5,292 -6.61 1.2
(-18.2%)

Montana 4.6 6.2 1,745 -2.6 e
(-26.6%)

Oregon 6.5 11.1 7,686 -7.43 1.1
(-34.2%)

Utah 3.7 6.6 10,627 -7.65 2.1
(-2.5%)

Washington 54 8.9 16,754 -5.23 1.5
(-42%)

Wyoming 3.2 6.4 1,975 -5.99 2.1

(-26%)
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Alaska Job Change Year to January
2010 (1.4%) Dept. of Labor
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Hawalil Job Change Year to January
2010 (-3%) Dept. of Labor
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" S
ldaho Job Change Year to January
2010 (-2.2%) Dept. of Labor

re&Hos.

Trade

IConstruction

-18,000 14,000 12,000 10,000 -8,000 -3,000 -4,000 -2,000 0 2,000 4,000
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Montana Job Change Year to January
2010 (-2.6%) Dept. of Labor & Industry

2000
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Oregon Wage and Salary Employment
(,000 — SAAR) Employment Depit.

Wage and Salary Employment

1800
1750
1700
1650
1600
1550
1500
N S - e _— Y b e
c g £ 9 E 5 2 g 5F 833§
LeEY“ T 2923 E2T2 99 E 2
5 U a Eug.ﬂ éus.n
<Og oﬂ)lj: OGJIE:
O Q Q



"
Oregon Job Change Year to February
2010 (-3%) Employment Dept.
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Utah Job Change Year to February
2010 (-2.3%) Workforce Services
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" S
Washington Employment 2007 —
2010 Employment Security
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Washington Job Change Year to February
2010 (-3.2%) Employment Security

Govt.
Othe Ser.
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Washington Job Growth Year to
February 2010

Metro Job Change Percentage
Bellingham -2,600 -3.2
Bremerton -2,600 -3.1

Clark -4,200 -3.2
Kenn-Rich-Pasco 3,300 3.6
Olympia -1,600 -1.6
Seattle-B-E -57,900 -4.1
Spokane -5,200 -2.5
Tacoma -9,500 -3.5
Yakima 1,500 2
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Wyoming Job Change Year to January
2010 (-5%) Employment Dept.

2000




"
Peak to Current Employment
Declines to January 2010

Total -8,424,000 Since 12/07

Construction 8/06 -2,100,000

Manufacturing 8/04 -2,803,000

Retail 12/07 -1,168,000

Financial Activities 12/06 -709,000

Professional & Business Services 12/07 -1,521,000
Government 4/09 -155,000

Education and Health Services No Decline

Source: BLS
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Changes in Non-Ag Wage and
Salary Employment Annual Average

Source:BLS
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Quarterly State Tax Revenue Year over
Year — Census Bureau, Rockefeller Institute

10%
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@ Personal Income
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The Fallout and Legacies

m Larger Federal Government
m Consumer Behavior Alteration ?
m Lingering Income Declines

m “Every time someone’s laid off now, they need to
start over. They do not even know what industry
they will be in next.” Gary Burtless, Brookings

m Long Term Fiscal Imbalance Mixed with Short
Term Cyclical Weakness
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Questions?
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