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Deloitte’s United States Economic Forecast

Figure 1. Real GDP growth
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Source: Deloitte/Oxford Economics; Graphic: Deloitte University Press; DUPress.com

Deloitte: Volume 3 Issue 3

“The US economy is relatively sheltered from the storms ofthe global economy. Exportsaccounted for just 14 percent
of GDPin 2014, which is substantially less than most developed countries. But continued weaknessabroad may have
an impact on the United States.

We’ve therefore raised the probability of slower-than-expected growth (our “continued slow growth” scenario). Global
conditions have created a challenging environment for the US economy. That challengeis increasingas China’s
economic problems have become more evident in the past few months. The US economy—while less connected to
global conditions than many observersrealize — would certainly feel the impact ofa Chinese slowdown.”

Source: http://d2mtr37y39tpbu.cloudfront.net/wp-content/uploads/2015/09/DUP1437_USEF_MASTER_092215.pdf; 9/29/15 Returnto TOC



Deloitte’s United States Economic Forecast
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Source: Deloitte/Oxford Economics; Graphic: Deloitte University Press; DUPress.com

Deloitte’s Scenarios
“The baseline (55 percent): Themost likely outcome for theeconomy is a burstof mildly faster growthas risks from
abroad and at home fade away.

Recession (5 percent): China’s economy finally reflects financial problems thathave been evident for several years.
Volatility in Europeincreases, and so does market valuation of the riskiness of euro assets, adding to the panic.

Continued slow growth (25 percent): Weak economic conditions abroad, incomplete fixes to the financial system,
and a mismatch between labor needs and the skills of the labor force slow US economic growth to 2 percent for the
foreseeable future.

Coordinated global boom (15 percent): Europeanrestructuringis successful, and Europe starts recovering quickly.
Emerging marketsalso pick up momentum as financial problemsareresolved in China, and India and Brazil start to
adopt morereforms.” Source: http://d2mtr37y39tpbu.cloudfront.net/wp-content/uploads/2015/09/DUP1437_USEF_MASTER_092215.pdf;9/29/15
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Deloitte’s Housing Forecast

Figure 3. Housing
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Source: Deloitte/Oxford Economics; Graphic: Deloitte University Press; DUPress.com

United States Housing

“...some positive fundamentals for housing construction in the short run.

The United States hasn’t been building as many new housing units as the population would normally
require for about seven years, since 2008. In fact, housing construction was hit so hard that the
oversupply turned into an undersupply, so there’s a hole that needs to be filled.”

Source: http://d2mtr37y39tpbu.cloudfront.net/wp-content/uploads/2015/09/DUP1437_USEF_MASTER_092215.pdf;9/29/15
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Deloitte’s Housing Forecast

United States Housing

“Several factors offset each other:

1. If household size returns to the levels we experienced in the mid-2000s, we would need an additional 3.2
million units.

2. On the other hand, household vacancy rates are much higher than normal. If household vacancy returned to
normal, an additional 2.5 million units would be available — which would fill 78 percent of the pent-up
demand for housing units.

3. But are the existing vacant houses in the right place or condition, or are they the right type, for that pent-up
demand? The future of housing may look very different than in the past. Growth in new housing construction
has been concentrated in multifamily units. If that continues, we may find it is related to the fact that existing
single-family units are not needed, despite strong demand for apartments.

We assumed that the demand for housing (in the form of a falling size of the average household) picks up in
2016, vacancy rates gradually drop, and household depreciation starts falling after about 2.5 million housing
units are removed from the housing stock. Despite these relatively robust assumptions, slowing population
growth suggests that we will have a short-lived housing boom in which starts hit the 1.5-1.6 million level,
followed by a period of contraction until starts reach the level of long-rundemand. We estimate this to be just
1.2 million units in the medium term. Housing will likely contribute to growth in 2016 but subtract from
growth by 2018 as the pent-up demand goes away. In the long run, the slowing population suggests that
housing will not be a growth sector (although specific segments, such as old-age housing, might well be very
strong).”

Source: http://d2mtr37y39tpbu.cloudfront.net/wp-content/uploads/2015/09/DUP1437_USEF _MASTER_092215.pdf; 9/29/15
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Deloitte’s Global Economic Forecast

Deloitte: Global Economic Outlook, 371 Quarter 2015

Figure 1. Corporate sentiment In Europe

Question: Compared with three months ago, how do you feel about the financial prospects of your
company?
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Source: Delottte European CRO Sureey, Q1 2015, wwwi deloltteresearcniemes. com.

Graphic: Delortte University Press | DUPress.com

Source: http://d2mtr37y39tpbu.cloudfront.net/wp-content/uploads/2015/07/GEO_Q3_7.23.15_FINAL.pdf; 9/29/15

“Available data for the second quarter
suggest that the recovery in the
Eurozone continues. It does so in an
unspectacular manner, in line with
the trend of the last few months.
From a positive viewpoint, the
recovery has become more solid.

General corporate sentiment in
Europe for the next 12 months is
characterized by modest optimism
(figure 1). According to the Deloitte
European CFO Survey, which is
conducted among CFOs in 14
European countries, the overall
sentiment is positive, even if there
are wide country-specific
differences.” -- Dr. Alexander
Bdrsch, Director of Research,
Deloitte Germany, Deloitte & Touche
GmbH
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Deloitte’s China Analysis

Sinking views on China
CFO respondents’ average rating based on five-point scales for current state (“very bad”
to “wery good™) and expected state one year from now (“much worse” to “much better”)
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CFO Insights
Eyeing China — and its currency —

with caution
“Changing dynamics in China’s currency
policy and market dynamics are adding to
uncertainty in the direction of the renminbi
(RMB). Moreover, the recent turbulence in
China’s equity markets and the government
led credit-expansion effort there are topics
CFOs of multinational companies (MNCs)
operating in China are watching closely —
and worrying about.” -- George Warnock,
Partner; Americas Leader, Chinese
Services Group, Deloitte Services LP

“Even with slowing growth, China’s domestic market is still growing faster relative to other large
markets, which, along with its sheer size, is a big reason companies are willing to take on the challenges
and the learning curve required to succeed in that marketplace. Still, recent shifts in the RMB are
important indicators of the potential size of changes that may lie ahead. ...” -- George Warnock, Partner;
Americas Leader, Chinese Services Group, Deloitte Services LP

Source: http://www2.deloitte.com/content/dam/Deloitte/us/Documents/finance/us-cfo-eyeing-cfo-currency.pdf; 10/8/15



Deloitte’s Economic Indices
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PwC: Emerging Trends in Real Estate® 2015

Exhibit 4-20 Prospects for Residential Property Types Exhibit 4-20 Prospects for Residential Property Types
in 2015 in2015
Investment Prospects Development Prospects

Infill and urban housing | 3.97 Infill and urban housing | 410
Seniorfelderly housing | 843 Senior/elderly housing | 2.88
Single family: moderate Income | 3.44 Single family: high income [2.63
Single family: high income | 3.41 Single family: moderate Income [ 8.57
Affordable housing | 3.25 Multifamily condominiums | 3.29

Multifamily condominiums | 3.23 Affordable housing | 3.23

' Second a isure : .
Second and leisure homes | 2.73 scond and leisure homes | 2.70
" Manufactured-home communities | 2.36
Manufactured-home communities | 2.64
- Golf course communities | 1.87

Golf course communities | 2.02 |

|
1 __5]
1 5| Abysmal Fair Excellent

Abysmal Fair Excellent

jource: Emerging Trends in Real Estate 2075 survey.

. - b Il
Source: Emerging Trends in Real Estate 2015 survey. {ote: Based on U.S. respondents only.

Mote: Based on U.S. respondents only.

“A minority opinion out there says, “The ‘back to the city’ trend is oversubscribed; not so many people
care about walkability to a coffee shop; the majority of the U.S. is not on board with this. Don’t
discount housing affordability as a factor for families, and this disadvantages gateway cities.” No doubt
there’s a kernel of truth there, and one size does not fit all. But keep in mind Damon Runyon’s
streetwise advice: “The battle is not always to the strong, nor the race to the swift — but that’s the way
to bet!” Housing is well on the way back, say the Emerging Trends survey respondents, and they rank
urban/infill as the top opportunity for 2015.” -- PwC

Source: http://www.pwc.com/us/en/asset-management/real-estate/assets/pwc-emerging-trends-in-real-estate-2015.pdf; 2015 Returnto TOC



PwC: Emerging Trends in Real Estate® 2015

Exhibit 4-10 U.S. Multifamily: Change in Supply and Demand
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*Forecasts.

“Multifamily was unquestionably real estate’s trendsetter in the first years of recovery. Now that
apartments have reached a more mature phase of their cycle, we get to a more interesting period. More
interesting, in the first place, because the investment/development questions become more complex

and nuanced. And more interesting because it is probable that issues and strategies that will be tested in
2015 in the multifamily sector will help shape the template for 2016-2018 in other property types. Keep
your eye on apartments this year..” -- PwC

Source: http://www.pwc.com/us/en/asset-management/real-estate/assets/pwc-emerging-trends-in-real-estate-2015.pdf; 2015 Returnto TOC



Goldman Sachs: US Preeminence

Exhibit 47: US Homeownership Rate
The bubble in homeownership has been completely reversed.
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“Exhibit 47 makes clear that falling homeownership is less likely to be a drag going forward, given

the complete reversal of the housing bubble run-up. Moreover, improving labor markets should increase
housing demand, as should recent efforts by the Federal Housing Finance Agency to expand credit to a
wider range of borrowers. On this point, any incremental housing demand should disproportionately
benefit new home construction, as the paucity of new construction in recent years has left the market
with few excess housing units to absorb.” -- Goldman Sachs: US Preeminence

Source: http://mww.goldmansachs.com/what-we-do/investment-management/private-wealth-management/intellectual-capital/isg-outlook-2015.pdf; 1/15 Returnto TOC



Goldman Sachs: US Preeminence

Exhibit 48: Housing Demand vs. Supply
Household formation has room to rise and boost housing starts.
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“Given how far household formation sits below its long-term average, this is a potentially powerful
tailwind for US housing starts (see Exhibit48).” -- Goldman Sachs: US Preeminence

Source: http://mww.goldmansachs.com/what-we-do/investment-management/private-wealth-management/intellectual-capital/isg-outlook-2015.pdf; 1/15 Returnto TOC



Goldman Sachs: US Preeminence

Exhibit 49: Residential Investment in the US
Residential investment has ample scope for further upside.
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“In short, today’s subdued level of residential investment provides ample scope for further upside (see
Exhibit49).” -- Goldman Sachs: US Preeminence

Source: http://mww.goldmansachs.com/what-we-do/investment-management/private-wealth-management/intellectual-capital/isg-outlook-2015.pdf; 1/15 Returnto TOC



FIGURE 3.1: NATIONAL GREEN CONSTRUCTION SPENDING (5)

USGBC Green Building Forecast
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TABLE 3.1: NATIONAL GREEN CONSTRUCTION SPENDING

Year National Green Construction Spending ($Millions)
2005 10,000
2006 13,000
2007 28,000
2008 39,000
2009 51,500
2010 62,000
2011 78,000
2012 88,000
2013 106,000
2014 129,000
2015 151,000
2016 154,000
2017 205,000
2018 224,000

Note: Italics indicate that data is a projection

“Green construction contributed ... to the national GDP with a net direct economic impact of $60.7 bil
and an indirectimpact of $68.9 bil in2015. It is expected to grow to $85.4 bil and $98.3 bil respectively
by 2018. ...the green construction market’s impact on GDP is projected to increase by 41% from 2015
to 2018. It is estimated that in 2015, green construction will directly contribute 796 m jobs to the U.S.
economy, while $53.6 bil of all wages will be directly accounted for by the green construction industry.
By 2018, these numbers will increaseto 1.1 miland $75.6 bil respectively. According to predictions, by
2018, the green construction industry will be in some way responsible for 38% of all construction jobs.”

Source: https://kapost-files-prod.s3.amazonaws.com/uploads/direct/1442372448-6108-2394/USGBC_Green_Building_Economic_Impact_Study.pdf;

9/15
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Mortgage Bankers Association Forecast

“Housing Demand: Demographics and the Numbers Behind the
Coming Multi-Million Increase in Households”

Dr. Lynn Fisher, Vice President, Research & Economics
Jamie Woodwell, Vice President of Commercial/Multifamily Research
Mortgage Bankers Association

Census Bureau projects that compared to 2014, in 2024

o 20 million more people age 60 and over than there are today
(as Baby Boomers age),

o 4 million fewer people age 45 to 59 (as the large Baby Boomer
cohorts are replaced by smaller Generation X cohorts) and

o 18 million more people age 18 to 44 (as smaller Generation X
cohorts are replaced by larger Millennial cohorts).

Source: https://www.mba.org/Documents/Research/15292_Research_Growth_White_Paper.pdf; July 2015 Returnto TOC



Mortgage Bankers Association Forecast

Even if sex-, age- and race-specifichousehold formation rates remain at low
2014 levels, over the next decade, these demographic changesalone should
account for 13.9 millionadditional households in the United States.

o Household growth will be led by 5.5 millionadditional Hispanic
households, 3.4 million additional non-Hispanic White households, 2.4
million additional Black households, 1.8 million additional Asian
households and 730,000 additional other households.

o ++ Growthwill be driven by Baby Boomers, with 12.3 million more
households age 60 and over in 2024 than there are today.

o ++ Millennials will also be a key component of growth raising the
ranks of householdsage 18 to 44 by 4.1 million.

o ++ Generation X’s relatively small size means that — absent any change in
headship rates (that is, the number of households per person) — there will
be 2.5 million fewer households age 45 to 59 than there are today.

o ++ Adding Long-term Societal Trends and End of Recession

Source: https://www.mba.org/Documents/Research/15292_Research_Growth_White_Paper.pdf; July 2015 Returnto TOC



Mortgage Bankers Association Forecast

e TheU.S. willsee 15.9 millionadditional households over the next decade
— two million more than if headship rates remained at their 2014 levels.

e Householdgrowth will include:

++ 5.7 million more Hispanic households in 2024 than in 2014,
++ 5.0 million more non-Hispanic White households,

++ 2.4 million more Black households,

++ 1.9 million more Asian households and

++ 890,000 more other households.

O O O O O

o Growthwill be driven by Baby Boomers, with 12.9 million more
households age 60 and over in 2024 than there are today. Millennialswill
also be a key component of growth raising the ranks of householdsage 18
to 44 by 5.1 million. Generation X’s relatively small size means that there
will be 2.1 million fewer householdsage 45 to 59 than there are today.

e Averaging 1.6 millionadditional households per year, housing market
growthover the next decade would be among the strongestthe U.S. has
ever seen.

Source: https://www.mba.org/Documents/Research/15292_Research_Growth_White_Paper.pdf; July 2015 Returnto TOC



Mortgage Bankers Association Forecast

Home Ownership

If age- and race-specific home ownership rates remain at (low) 2014 levels:

e ++ The U.S. willsee 10.3 millionadditional owner householdsand 5.6
million new renter households over the next ten years.

e ++ Both ownerand renter household growthwill be driven by the Baby
Boomers, although Millennials will play a more significantrole in renter
growth.

e Home ownership rates have closely followed the ups and downs of the
economy, mortgage markets and federal policies that promoteand restrict
home ownership. To the degree the housing marketin 2024 is stronger
thanin 2014, home ownership rates should respond.

e If, withthe end of the recessionand a healing of the housing market, home
ownership rates revert to their long term averages (which are neither the
highs that were seen in 2005 and 2006, nor the lows of today.):

o ++ The U.S. willsee 12.7 millionadditional owner householdsand 3.1
million new renter households over the next ten years.

Source: https://www.mba.org/Documents/Research/15292 Research_Growth_White_Paper.pdf; July 2015 Returnto TOC



Mortgage Bankers Association Forecast

Home Ownership

++ As with the first scenario, both ownerand renter household growth will be
driven by the Baby Boomers. Inthisscenario Millennialsplay a far smaller
role in renter demand as more are drawn into home ownershipthan in the
other scenario.

++ Among home owners, the number of new minority owner households will
be more than one-third higher than the number of new non-Hispanic White
households. Amongrenters, the number of non-Hispanic White renters will
decline.

++ Boosted by the aging of the population and rising headship rates, the
aggregate home ownership rate will reboundto 66.5%.

Dr. Lynn Fisher, Vice President, Research & Economics
Jamie Woodwell, Vice President of Commercial/Multifamily Research
Mortgage Bankers Association

Source: https://www.mba.org/Documents/Research/15292 Research_Growth_White_Paper.pdf; July 2015 Returnto TOC



Mortgage Bankers Association Forecast

“Household formation has been depressed in recent years by a long, jobless
recovery and by a lull in the growth of the working age population.
Improving employment markets will build on major demographic trends --
Including maturing of Baby Boomers, Hispanicsand Millennials -- to create
strong growth in both owner and rental housing markets over the next
decade.” -- Lynn Fisher, Vice President, Research & Economics

“When It comes to starting new households, age 35 Is the new 25, as younger
Americansare spendinga longer time in school and delaying major life events
like getting married and having children. As Millennials age and create more
housing demand, these long-term social trends will mix with demographic
changes and the waning hang-over from the Great Recessionwith a net
outcome of increased demand for housing.” -- Jamie Woodwell, Vice President
of Commercial/Multifamily Research

Mortgage Bankers Association

Source: https://www.mba.org/Documents/Research/15292 Research_Growth_White_Paper.pdf; July 2015 Returnto TOC



Congressional Budget Office Forecast

Under current law, CBO expects
economic activity to expand modestly
this year, to grow at a more solid
pace in 2016 and 2017, and then to

moderate in subsequent years.

Wendy Edelberg, Assistant Director, Macroeconomic
Analysis; Congressional Budget Office
efault/files/114th-congress-2015-2016/presentation/50797-presentation.pdf; 9/8/15

www.cho.gov/sites/d
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Real Total Compensation of Employees
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As the slack in the economy lessens
over the next few years, slack in the
labor market will also dissipate,
CBO estimates.

Wendy Edelberg, Assistant Director, Macroeconomic
Analysis; Congressional Budget Office



Rates of Short- and Long-Term Unemployment
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Employment Shortfall

Millions of People
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The employment shortfall is the number of people who would be employed if the unemployment rate
equaled its rate in December 2007 (the light blue bars) and if the labor force participation rate equaled
its potential rate (the dark blue bars).

www.cbo.gov/sites/default/files/114th-congress-2015-2016/presentation/50796-presentation.pdf; 9/9/15 Returnto TOC



The Labor Force, Employment, and Unemployment
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Labor Force Participation Rates

Percent

68 r
Potential
Participation Rate

66 |

64

Participation
62 | Rate

60 *

0 ! | £ ! )
2000 2005 2010 2015 2020 2025

www.cbo.gov/sites/default/files/114th-congress-2015-2016/presentation/50796-presentation.pdf; 9/9/15 Returnto TOC



Projected Outlays in Major Budget Categories
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Over the next few years, reduced
slack in the economy—as evidenced
by the narrowing gap between
GDP and potential GDP—will put
upward pressure on inflation and
interest rates.

Wendy Edelberg, Assistant Director, Macroeconomic
Analysis; Congressional Budget Office

www.cho.gov/sites/default/files/114th-congress-2015-2016/presentation/50797-presentation.pdf; 9/8/15
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Inflation
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Disclaimer of Non-endorsement

Reference herein to any specific commercial products, process, or service by trade name, trademark, manufacturer, or
otherwise, does not constitute or imp ly its endorsement, recommendation, or favoring by Virginia Tech. The views and
opmions of authors expressed herein do not necessarily state or reflect those of Virginia Tech. and shall not beused for
advertising or product endorsement purposes.

Disclaimer of Liability

With respect to documents sent out or made available from this server, neither Virginia Tech nor any ofits employees,
makes any warranty, expressed or implied, mcluding the warranties of merchantability and fitness for a particular
purpose, or assumes any legal liability or responsibility for the accuracy, completeness, or usefulness of any information,
apparatus, product, or process disclosed, or represents that its use would not infringe privately owned rights.

Disclaimer for External Links

The appearance of external hyperlinks does not constitute endorsement by Virginia Tech of the linked web sites, or the
information, products or services contained therein. Unless otherwise specified. Virginia Tech does not exercise any
editorial control over the information youmay find at these locations. Alllinks are provided with the intent of meeting
the mission of Virginia Tech’s web site. Please let us know about existing external links you believe are inappropriate
and about specific additional external links you believe ought to be included.

Nondiscrimination Notice

Virgmia Tech prohibits discrimination in all its programs and activities on the basis ofrace, color, national origin, age,
disability, and where applicable, sex, marital status, familial status, parental status. religion, sexual orientation, genetic
mmformation, political beliefs, reprisal, or because all or a part of an individual's income is derived from any public
assistance program. Personswith disabilities who require alternative means for communication of program information
(Braille, large print, audiotape, etc.) should contact the author. Virginia Tech is an equal opportunity provider and
employer.
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Disclaimer of Non-endorsement

Reference herein to any specificcommercial products, process, or service by trade name, trademark, manufacturer, or
otherwise, does not necessarily constitute or imply its endorsement, recommendation, or favoring by the United States
Government. The views and opinions of authors expressed herein do not necessarily state or reflect those of the United
States Government, and shall notbe used for advertising or product endorsement purposes.

Disclaimer of Liability

With respect to documents available from this server, neither the United States Government nor any of its employees,
makes any warranty, express or implied, including the warranties of merchantability and fitness for a particular purpose,
or assumes any legal liability or responsibility for the accuracy, completeness, or usefulness of any information,
apparatus, product, or process disclosed, or represents that its use would not infringe privately owned rights.

Disclaimer for External Links

The appearance of external hyperlinks does not constitute endorsement by the U.S. Department of Agriculture ofthe
linked web sites, or the information, products or services contained therein. Unless otherwise specified, the Department
does not exercise any editorial control over the information you may find at these locations. All links are provided with
the intent of meeting the mission of the Departmentand the Forest Service web site. Please let us know about existing
external links you believe are inappropriate and about specific additional external links you believe ought to be included.

Nondiscrimination Notice

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of
race, color, national origin, age, disability, and where applicable, sex, marital status, familial status, parental status,
religion, sexual orientation, genetic information, political beliefs, reprisal, or becauseall or a partofan individual's
income is derived from any publicassistance program. (Not all prohibited bases apply to all programs.) Persons with
disabilities who require alternative means for communication of programinformation (Braille, large print, audiotape,
etc.) should contact USDA's TARGET Center at 202.720.2600 (voiceand TDD). To file a complaint of discrimination
writeto USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S.W., Washington, D.C. 20250-9410or call
800.795.3272 (voice) or 202.720.6382 (TDD). The USDAIs an equal opportunity provider and employer.
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