November 8, 2012

CITYy NATIONAL BANK E’

The way up:

* ok

APPLIED'
ANALYSIS

ek
-

CI'I'YNATIONALBANKE POST ELECTION ‘* AAPM[ED.
The wary opc AND WHAT IT MEANS FOR YOU AND YOUR BUSINESS R Nt

For more information, visit:
www.AppliedAnalysis.com



November 8, 2012

CITy NATIONAL BANK

The woy up:

POST ELECTION :k Areuien
AND WHAT IT MEANS FOR YOU AND YOUR BUSINESS 7 N

CiTy NATIONAL BANK
The way up:

Budget Control
Act of 2011

POST ELECTION :k Arru
AND WHAT IT MEANS FOR YOU AND YOUR BUSINESS R NAEXSIS

For more information, visit:

www.AppliedAnalysis.com



SEQUESTRATION

CITYNA'I'IONALBANKE POST ELECTION * Armm
AND WHAT IT MEANS FOR YOU AND YOUR BUSINESS )

“Strategery”

CITYNATIONALBANKH POST ELECTION * Annm;
The way vp: AND WHAT IT MEANS FOR YOU AND YOUR BUSINESS NG

For more information, visit;
November 8, 2012 www.AppliedAnalysis.com



The Fiscal Cliff

(in billions) % of GDP

Bush-era Tax Cut Expiration $221B 1.4%
Other Revenue/Spending Changes $105B 0.7%
Payroll Tax Relief Expiration $95B -0.6%
Tax Extender Exp./Health Care Reform $83 B -0.5%
Budget Sequester $65B -0.4%
Emergency Ul Benefits $26 B -0.2%
Medicare Doctor Payment Cut _$1M1B -0.1%

Total $606 B
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Indicators Peak Present %A
Real GDP (in billions) Q32012 $13,528 Q32012 $13,528 0.0% I_
Employment (in milions) Apr-08 137.8 Oct-12 132.9 35% Y
Unemployment Aug-07 4.5% Oct-12 8.2% +3.7% &
Real Disposable Income (in trillions) Sep-12 $11.8 Sep-12 $11.8 0.0% l_
Consumer Debt (intilions) Jan-05 $2.1 Aug-12 $2.6 +226% A
Consumer Price Index Jan-05 189.3 Sep-12 228.5 +207% A
Retail Sales (in tilions) Sep-12 $4.8 Sep-12 $4.8 0.0% |_
Construction Activity (in bilions) Sep-06 $1,174 Sep-12 $828.1 -29.5% Y
New Home Sales Dec-05 1,283,000 Sep-12 358,000 -12.1% w
Housing Price Appreciation % Q4 2005 11.3% Q22012 2.2% -13.5% w
Value of the US Dollar (index) Jan-05 85.2 Oct-12 73.4 -13.9% w
Consumer Expectations Mar-05 97.0 Oct-12 78.0 19.6% Y

ez | ST ) 10
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Indicators Prior Year Present %A\
Real GDP (in billions) Q32011 $13,234 Q32012 $13,528 +2.2% A
Employment (in milions) Oct-11 13141 Oct-12 1329 +1.4% A
Unemployment Oct-11 9.1% Oct-12 8.2% 09% Y
Real Disposable Income (in trillions) Sep-11 $11.5 Sep-12 $11.8 +29% A
Consumer Debt (in trillions) Aug-11 $2.5 Aug-12 $2.6 +5.4% A
Consumer Price Index Sep-11 22341 Sep-12 228.5 +2.4% A
Retail Sales (i tilons) Sep-11 $4.6 Sep-12 $4.8 +5.9% A
Construction Activity (in billions) Sep-11 $774.1 Sep-12 $828.1 +7.0% A
New Home Sales Sep-11 299,000 Sep-12 358,000 +19.7% A
Housing Price Appreciation % Q22011 -2.5% Q22012 -2.2% +0.3% A
Value of the US Dollar (index) Sep-11 71.0 Oct-12 734 +3.3% A
Consumer Expectations Sep-11 74.7 Oct-12 78.0 +4.4% &
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US Real Gross Domestic Product
Annual Rates of Change
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Growth in Real Gross Domestic Product

By State (2011)
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United States Job Growth
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United States Job Growth
2010
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(Past 4 Years)

Education and Health Services
Professional and Business Services
Leisure and Hospitality

Natural Resources and Mining
Other Services

Financial Activities

Information

Government

Trade, Transportation and Utilities
Manufacturing
Construction-1,438,00

United States Job Creation by Sector

-1,195,000
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United States Job Creation by Sector

(Past 12 Months)
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United States Unemployment Rates
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Debt Limit vs. Actual Debt Outstanding
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US Household Debt as a Percentage of GDP
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US Non-financial Debt as a Percentage of GDP
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Quantitative Easing and Treasuries
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Job Growth in the Past Year vs. Popular Vote Margin
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Stock Market Returns by Presidential Term Year
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Indicators Peak Present %A

Employment Aug-07 224,225 Sep-12 189,250 -15.6% v
Unemployment Rate Jun-06 3.9% Sep-12 11.9% +8.0% A
Residential Units Permitted Jan-06 6,687 Sep-12 747 -88.8% v
Housing Price Index Q3 2006 248 Q22012 117.9 -52.5% v
Taxable Retail Sales (in bilions) Jun-06 $7.3 Aug-12 $5.6 -23.2% v
Sross Gaming Revenue Jun-06 $1,072 Aug-12 $735.7 314% Y
Slot Coin-In (in billions) Sep-06 $16.4 Aug-12 $121 -26.5% v
Win Per Slot Per Day Jun-07 $103.71 Aug-12 $89.98 13.2% v
Game and Table Drop (in millions) Jan-05 $1,398 Aug-12 $874.2 -37.4% v
Win Per Table Game Per Day Apr-06 $822.28 Aug-12 $627.58 -23.7% v
Visitor Volume (in millions) Jan-05 5.5 Sep-12 44 -21.0% v
rI:Ie"zlr;;)SI)T ahoe Airport Passengers (in Jan-06 Sep-12 .32.3% v

il | * S )

Indicators Prior Year Present %A\

Employment Sep-11 189,183 Sep-12 189,250 0.0% A
Unemployment Rate Sep-11 13.2% Sep-12 11.9% 1.3% 7
Residential Units Permitted Sep-11 496 Sep-12 747 +50.6% A
Housing Price Index Q22011 129.4 Q22012 117.9 -8.9% \V
Taxable Retail Sales (in bilions) Aug-11 $5.3 Aug-12 $5.6 +5.6% A
(?nrr‘;;;n‘:)aming Revenue Aug-11 $745.6 Aug-12 $735.7 13% Y
Slot Coin-In (in billions) Aug-11 $12.2 Aug-12 $121 -0.9% v
Win Per Slot Per Day Aug-11 $89.90 Aug-12 $89.98 +0.1% A
Game and Table Drop (in milions) Aug-11 $906.2 Aug-12 $874.2 -3.5% \Y
Win Per Table Game Per Day Aug-11 $623.92 Aug-12 $627.58 +0.6% A
Visitor Volume (in milions) Sep-11 43 Sep-12 44 +0.5% A
rI:Icﬁlr;rtlnsl)'l"ahoe Airport Passengers (in Sep-11 Sep-12 1.7% w

Sl * S
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Reno MSA Unemployment Rate
Monthly Series
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Reno MSA Employment
Trailing 12 Months

Peak: August 2007
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Year-Over-Year Employment Growth
30 Largest MSAs vs. Reno
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Reno MSA Employment Growth
Past 12 Months By Industry
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Government -800
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Reno MSA Employment By Industry

As a Percent of Employment Totals
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Washoe County Taxable Retail Sales
Trailing 12-Month Totals
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Washoe County Taxable Retail Sales
Growth Year-Over-Year
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Consumers’ Intent to Travel

Recessions ==Intent to Travel
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Reno Visitors Per Hotel/Motel Room
Trailing 12-Month Averages
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Leisure and Hospitality Employees
Per Hotel/Motel Room
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Global
Considerations
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Europe in Disarray...

» Fundamentals remain fragile
= High unemployment

”'K-‘,’./”;’q S
= Highly leveraged # Y » 2l
= Weak spending levels ) / 2 K
! ,.l i &é/« (}
; 4 i B
» Greece not helping ;};\ rw) 5
* Record unemployment i" e

= Future aid and the use of aid f/ S\"%[ =
= o *Q’ R

» Spain and Italy facing further contraction
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Shifts in China Continue...

» Growth is slowing
= Manufacturing
= Consumption
= Tighter lending

» Leadership transitions

» International uncertainty
persists

POST ELECTION
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Biggest Problems for US Businesses

1) Cost of health insurance 52%
2) Uncertainty over economic conditions
3) Cost of fuel

4) Uncertainty over government actions
5) Unreasonable government regulation
6) Federal taxes on business income

7) Tax complexity

8) Frequent changes to federal rules 24%
24%

24%

9) Property taxes

10) State taxes on business income

Source: National Federation of Independent Businesses
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Where Is the National Economy
Headed in the Next 12 Months?
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The Fiscal CIiff...

Is Impacting

61%

of Businesses from Hiring

CiTY NATIONAL BANK
The woy up:

The Fiscal Cliff...

Results in

$6.1 T

In Belt Tightening
Over 10 Years
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The Fiscal CIiff...

Results in

$600 B

In Belt Tightening
Over the Next Year

I Jan 3rd

CiTy NATIONAL BANK
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The Fiscal Cliff...

Debt Ceiling Likely Breached

Presidential Inauguration
Jan 20

Fiscal CIiff
Jan 2nd

December

113t Congress

Lame Duck Session

For more information, visit:
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Deficits or Surpluses

(As a Percentage of GDP)
4% -

m Alternative Fiscal Scenario
2% B CBO's Baseline Projection
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National Fiscal Reforms in 2013...

VS.
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U.S. Gross Domestic Product
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U.S. Gross Domestic Product Growth
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-
Consumer Confidence —
Appears Well Positioned & 52
& \ v S
|
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Consumer Confidence Index
Recessions ==Present Situation ==Future Expectations
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Implications at Home...

N
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Implications at Home...

» Proposition 30 Increases Taxes
= |ncrease the sales tax; + 0.25%

= |ncrease the state income tax:
—Rate: +1-3%
—Incomes: +$250,000
—Term: Up to 7 years

= + $6.0 Billion
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Washoe County Population
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Washoe County Population Growth
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Reno MSA Employment
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Reno MSA Employment Growth
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Washoe County Taxable Retail Sales
Annual Totals (in billions)
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Washoe County Taxable Retail Sales
Annual Growth Rate
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UNCERTAINTY?
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UNCERTAINTY?
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CERTAIN
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