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Opening Comments

The Demographic & Economics section includes information on incomes;
employment; gross domestic product; United States and global economies; and
demographics.

The information comes from Sentier Research; Bureau of Labor Statistics;
Bloomberg; J.P Morgan; Price Waterhouse Coopers; and author’s analysis.

As mentioned in the previous section, these data and information are a “snapshot
in time” and should be viewed in a long-term context.
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Demographics & Economics

“...median annual household income in August 2015 reached a post-recession high of
$55,794, 1.1 percent (or $615) higher than the July 2015 median of $55,179. This is
one of the largest month-to-month increases in median household income recorded
during the post-recessionary period (since June 2009).

The August 2015 median income of $55,794 is not significantly different than the
median of $55,634 in June 2009, the end of the recent recession and beginning of the
“economic recovery.”

(Since the recession ended consumer prices have increased by 10.8 percent, creating a
sizable “headwind” for changes in median annual household income.) However, the
August 2015 median was still 1.5 percent lower than the median of $56,671 in
December 2007, the beginning month of the recession that occurred more than seven
years ago. And the August 2015 medianwas 2.7 percent lower than the median of
$57,345 in January 2000, the beginning of this statistical series.

...the broad measure of employment hardship in January 2000 was 7.1 percent, rose to
8.8 percent in December 2007, continued to rise to 16.5 percent in June 2009, fell to
16.1 percent in August 2011, and stood at 10.3 percent in August 2015.” -- Dr. Gordon
Green, Sentier Research

Source: http://www.sentierresearch.com/reports/Sentier_Household_Income_Trends_Report_August2015_10_02_15.pdf; 1/2/15 Returnto TOC



Demographics & Economics

Employment in total nonfarm
Over-the-month change, January 2012 - September 2015
Seasonally adjusted, in thousands
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Bureay of Labor Statistics, Curent Employment Statistice sy, October 02, 2015
Micet rescmnt 2 morths of data ere preliminary.

Nonfarm payrollemploymentincreased by 142,000 in September. Employmentrose in health care and
information, while miningemployment decreased over the month. Thus far in 2015, employment has increased
by an average 198,000 per month, compared to an average 260,000 per monthin 2014.

The employment change for July was revised down from +245,000to +223,000, and the change for August was
revised down from +173,000 to +136,000. Incorporatingrevisions, employment growth rose by an average
167,000 per monthin the third quarter.

Source: http://www.bls.gov/web/empsit/ceshighlights.pdf; 1/2/15 Returnto TOC



Demographics & Economics

Employment in total nonfarm
Over-the-month change, September 2015

seasonally adjusted, in thousands

Total nonfarm:
1423

Mining and logging*
Construction

Manufacturing
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Retail trade

Transportation and warehousing
Utilities

Information*

Financial activities

Professional and business services
Education and health services
Leisure and hospitality

Other services

Government
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Diata are preliminary.
* denctes significanca.

Bureau of Labor Statistics, Current Employment Statistics survey, October 02, 2015,

30 40 50

+ 29,000 Education and Health Services

+ 31,000 Professional and Business Services
- 9,000 Manufacturing

+ 13,000 Financial activities

+ 16,000 Hospitals

+ 1,000 Other Services

Source: http://www.bls.gov/web/empsit/ceshighlights.pdf; 1/2/15

+ 24,000 Retail Trade
- 12,000 Miningand Logging + 8,000 Construction
- 4,000 Wholesale Trade - 1,000 Utilities

+ 4,000 Transportationand Warehousing

+35,000 Leisure and Hospitality + 24,000 Government

+ 12,000 Information
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Demographics & Economics

Chart 2. Civilian labor force participation rate
Seasonally adjusted, 1990-2015

Percent
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o
BLS Source: Bureau of Labor Statistics, Current Population Survey, October 2, 2015,

Note: Shaded areas represent recessions as determined by the National Bureau of Economic Research (NBER). Data online

Source: http://www.bls.gov/web/empsit/cps_charts.pdf; 1/2/15
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Chart 4. Employment-population ratio
Seasonally adjusted, 1990-2015

Percent
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BLS Source: Bureau of Labor Statistics, Current Population Survey, October 2, 2015,

Source: http://www.bls.gov/web/empsit/cps_charts.pdf; 1/2/15 Returnto TOC
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Changes in Labor Force Participation Rates for Various
Demographic Groups Since the Great Recession
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Demographics & Economics

Economic growth and the composition of GDP GTM-u.s. | 17

Real GDP Components of GDP
Year-over-year % change 2015 nominal GDP, USD trillions
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Values may not sum to 100% due to rounding. Quarter-over-quarter percent changes are at an annualized rate. Average represents the annualized r'- -
growth rate for the full period. Expansion average refers to the period starting in the second quarter of 2009. e

Guide to the Markets — U.S. Data are as of September 30, 2015.
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Demographics & Economics

- Consumer finances

GTM-us. | 18

Consumer balance sheet Household debt service ratio
2Q15, trillions of dollars outstanding, not seasonally adjusted Debt payments as % of disposable personal income, SA
14%

Total assets: $100.0tn ——» 3Q-'07 Peak: $82.2tn

T 1Q-'09 Low: $69.1t
- ow: Jtn el
$90 -
Homes: 25% =
$80 - 11% |
Other tangible: 6%
$?D 7 10%_
Deposits: 9%
9% : : ' ; ; : :
$60 - '80 "85 '90 95 '00 '05 10 15
LEIEN  Pension funds: 21% Household net worth 3Q15™:
Not seasonally adjusted, USD billions ) $84.335
$90,000 2Q07:
$40 Other non-revolving: 2% $80,0004 $67.858
Revolving™: 6% i
$30 | Auto loans: 7% e
Other liabilities: 9% $60,000+
- 0,
$20 | Other financial Student debt: 9% $50,000+
assets: 39% Total liabilities: $14.3tn $40,0001
$10 - $30,000+
Mortgages: 67% Bl L
$10,000
$0 - W2 '94 '96 '98 00 '02 D4 06 08 10 12 14

Source: FactSet, FRB, J P. Morgan Asset Management, (Top and bottom right) BEA.

Data include households and nonprofit organizations. SA — seasonally adjusted.

*Revolving includes credit cards. *2Q15 and 3Q15 household debt service ratio and 3Q15 household net worth are J.P. Morgan Asset Management
estimates. Values may not sum to 100% due to rounding.

Guide to the Markets — U_S. Data are as of September 30, 2015. J PMorgan
18 Asset Management

Source: https://www.jpmorganfunds.com/blobcontentheader/202/900/1158474868049_ jp-littlebook.pdf; 9/30/15 . Returnto TOC
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. Residential real estate GTM-u.s. | 20

Housing Affordability Index Down payment as a percent of household income
Average mortgage payment as a % of household income Assuming down payment is a constant 20% of home price
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Sources: J.P. Morgan Asset Management, (Left and top nght) Census Bureau, Federal Reserve, (Bottom nght) McDash, J.P. Morgan Securitized
Product Research.
Monthly mortgage payment assumes the prevailing 30-year fixed-rate mortgage rates and average new home prices excluding a 20% down payment.
Down payment assumes 20% of home purchase price paid upfront. J P
Guide to the Markets — U.S. Data are as of September 30, 2015. |\ ,’I Organ
20 Asset Management

Source: https://www.jpmorganfunds.com/blobcontentheader/202/900/1158474868049_ jp-littlebook.pdf; 9/30/15 Returnto TOC
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- Long-term drivers of economic growth

Growth in working age population Drivers of GDP growth
Percent increase in civilian non-institutional population ages 16-6G4 Average year-over-year percent change
2.0% A 1.9% ' Forecast 45% A
— Growth in workers
16% 4 1.5% : + Growth in real output per worker
o 1.3% . 4.0% - Growth in real GDP
1.2% ! 3.8%
1.2% - ! R
1.0% :
0.8% 0.7% i 3.5%
1
1
0.4% | . 0.4% 2 0%
1
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Growth in investment in structures and equipment

Non-residential fixed assets, year-over-year % change et
5%

15%
4%

2014: 2.0%

3% l 1.0%
2%

05%
1%
0% 0.0%
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Source: J.P. Morgan Asset Management, (Top left) Census Bureau, DOD, DOJ, (Top left and right) BLS, (Right and bottom left) BEA.

GDP drivers are calculated as the average annualized growth between Q4 of the first and last year. Future working age population is calculated as
the total estimated number of Americans from the Census Bureau, controlled for military enrollment, growth in institutionalized population and
demographic trends.

Guide to the Markets — U_S. Data are as of September 30, 2015. J I_)Morgan b
21 Asset Management
Source: https://www.jpmorganfunds.com/blobcontentheader/202/900/1158474868049_ jp-littlebook.pdf; 9/30/15 M .
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- Labor market perspectives

Employment — Total private payroll Labor force participation rate
Total job gain/loss, thousands Population unemployed or looking for work as a % of total, ages 16+
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400 BE%
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200 jobs lost 64% Sep. 2015:
62.4%
63%
0
62%

90 92 94 96 98 00 02 04 06 0B 10D 12 14

-2007 Net job creation since Feb. 2010
Millions of jobs
4 -

-400 3.8

2.6
_600 2 24

1.0

-800 4 0 4
1
1000 Info. Fin & Mfg. Trade & Leisure, Edu. & Mining & Gov't
g 06 07 08 09 10 "1 12 "3 14 "5 Bus. Svcs. Trans. 0:—.?%»;&,5 Health Sves. Construct.

Source: BLS, FactSet, J.P. Morgan Asset Management.
Guide to the Markets — U.S. Data are as of September 30, 2015.

JPMorgan
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Source: https://www.jpmorganfunds.com/blobcontentheader/202/900/1158474868049_ jp-littlebook.pdf; 9/30/15 Returnto TOC
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Global trade

World export volume Exports as a % of GDP
% change year-over-year, 3-month moving average Goods exported, 2014
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Source: J_.P. Morgan Asset Management, (Top left) Netherlands Bureau for Economic Policy Analysis World Trade Monitor, (Right) FactSet, IMF
Direction of Trade Statistics, (Bottom left) World Bank.

*Russia’s total commodity and manufacturing exports are as of 2013 due to data availability.

Guide to the Markets — U.S. Data are September 30, 2015.
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Source: https://www.jpmorganfunds.com/blobcontentheader/202/900/1158474868049_ jp-littlebook.pdf; 9/30/15 Returnto TOC
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- European recovery GTM-us. | 47
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Source: FactSet, J.P. Morgan Asset Management, (Top left) Markit, (Top and bottom left) Eurostat, (Bottom right) ECB.
Guide to the Markets — U.S. Data are as of September 30, 2015.
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Source: https://www.jpmorganfunds.com/blobcontentheader/202/900/1158474868049_ jp-littlebook.pdf; 9/30/15 Returnto TOC
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- Japan: Economy and markets

Japanese economic growth Japanese yen and the stock market
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Source: FactSet, J.P. Morgan Asset Management, (Top and bottom left) Japanese Cabinet Office, (Right) Nikkei.
Guide to the Markets — U.S. Data are as of September 30, 2015.
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- China: Economic and policy snapshot

China real GDP contribution China foreign exchange reserves
Year-over-year % change Trillions USD Aug. 2015: $3.6tn
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Monetary policy tools

Policy rate on 1-year renminbi deposits
5

4% - 25%
<4 [nterest rates Reserve requirement »

4% F 20%

o
=
S

(1]

=

L

b
+—

=

0% f 3% F 15%

2% A F 10%

4% - 102015 1% . . : : : 5%
2008 2009 2010 2011 2012 2013 2014 08 o7 09 " 13 e

Source: FactSet, J.P. Morgan Asset Management, (Left) CEIC, (Top and bottom right) People’s Bank of China.
Guide to the Markets — U.S. Data are as of September 30, 2015.
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China: Cyclical sectors

Domestic car sales
Unit sales, millions, seasonally adjusted annual rate
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GTM-u.s. | 50

Manufacturing and Services PMI
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Source: J.P. Morgan Asset Management, (Top and bottom left and bottom right) National Bureau of Statistics, (Top right) Markit Economics.

Guide to the Markets — U.S. Data are as of September 30, 2015.
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Figure 1 — Population that will be making lifestyle decisions in the next five years
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Source: U.S. Census Bureau H Millennial (30 plus) Baby Boomers (55 - 64)

“...the market may be driven by the fact that a significant number of these two age groups will

likely be making significant life style choices; for example, where to live, home purchases, job

status and the like. The real estate market is contemplating the potential impact on housing and
commercial real estate markets.” — Andrew Warren, Director, PwC

Source: http://www.pwc.com/us/en/asset-management/real-estate/publications/assets/pwc-us-real-estate-insights-winter-2015.pdf; Winter 2015 Returnto TOC



Demographics & Economics

Exhibit 3-4 Millennials and Baby Boomers as Percentage of Total U.S. Population®

800,000 — — 23.0%
- Baby boomers - Millennials ——— Parcentage of total population
700,000
22.5%
600,000
=]
E 500,000 29 0% %‘
S 400,000 E
o
300,000 21.5% &
200,000
21.0%
100,000
0 20.5%
é{«:r?‘
o«
)

Source: U.S. Census Bureau, December 31, 2013.
*Data include only millennials who are 30 to 35 years of age and baby boomers who are 55 to 64 years of age.

“...anumber of markets will find themselves at the mercy of the decisions made by these two
groups: millennials over age 30 and baby boomers ages 55 to 64. On average, the combination
of these age groups represents from 19 to 22 percent of total population of the markets in this
year’s survey.” — PWC, Emerging Trends in Real Estate® 2015

B — T

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



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 imply 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 shallnot 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 ofany 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
mformation, political beliefs, reprisal, or because all or a part of an individual's ncome 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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