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Tatum Survey of Business Conditions Summary

As of December 1, the results for the past 30 days show a modest respectable increase, up 1C
that was more than offset by a significant drop of 40% in those who see improved conditions ir
next 60 days. The ratio of those who see improvement in the next 60 days compared to those"
worsening fell to 3.54, the lowest mark for this indicator since July.

Overall the Index of Business Conditions show a sharp decrease, going from 4.09 on Novemb
3.04 on December 1. As a result the-theeeh moving average fell, from 4.08 to 3.70, back to a le
close to the Octobeftinark. This is the first drop in the three month average in the last 11 montl

Our data show a pronounced setback for sentiment about the forward looking outlook for business confitior
Aggregated responses suggest that the rate of recovery will be slower in the coming two months thangn th

respondents who expect employment to decline in the next 60 days.
It appears that the perceived momentum for recovery may be slowing. The recovery may be getting tir

accelerates and banks get more willing to lend. A slow but steady increase in home prices continues
mild positive.
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Tatum Index of Business Conditions

TheTatum Index of Business Conditina simple average of the ratio of our
respondents who are reporting improvement versus those who are repor
worsening in business conditions for the past 30 days and the next 60 de

As of Decembeftlthe Tatum Index of Business Conditions fell significantly, fr
4.09 on Novembéitd3.04 After 11 consecutive months of gathseéhe
month moving average decreased fron34708 to

The decrease for the month was due to a sharp decrease Hidlye
outlook ratio, more than offsetting a mild improvement in the ra
regarding the past 30 days. The thmeath moving average
decreased for the first time since January of 2009.
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Business ConditionsTrends

In the past 30 days, business conditions:
> Improved for 30% of our respondamtghanged from last month
> Worsened for 12%own from 13% last month
> Stayed about the sarfeer 59%c¢compared to 57% for last month

Changes are minimal versus pinevious month and consistent with the la
few months. While the portion of respondents who say that their busingss
has improved over the last 30 days is considerably higher than in th
summer (30% now versus 22% in July), this trend has flattened out. Thg rate
of improvement in business conditions appears to have leveled at a fairly low
plateau, at least for now.
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Business Conditions the Past 30 Days
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Business ConditionsTrends

The ratioto0Wbrelkemedaov & o rodeh e
from 2.30 ®.541 a slight increase, following a slight decrease
November. December 6s gain r
as of August 1.

It is useful to remember that the level at which sentiment appears to have flattene™§ ut
remains well above the 0.26 mark where it was in December 2008. The last year h § seen
steady and substantial improvement.

There are two components in the analysis of these data. One component is the al J lute
number and the trend of that number. The other is the first derivative of the trer
meaning theateof acceleration or deceleration.

Our data show that the combination of these two components peaked in October § 07
(two months before the Recession officially began) and reached bottom in Decel J 2r
2008, at least four months before there was corroborative evidence of the beginnii § of a
recovery. The anticipatory nature of our survey trends reflect the more subtle rat J f
i 500 T AR o change as well as the overall trend.
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Business ConditionsTrends

In the next 60 days, business conditions are expected.:

> To improve for 38% of our respondemt¥ecrease from 43% reported las
month

> To get worse for 11%n increase from 7% last month
> To remain about the same for 54 %light increase from 50% last month

The outlook for improvement is down considerably. The 38% expect
business improvement in the next 60 days is the lowest since July of §
year. Additionally, the 11% expecting business to get worse is the hig g t
since July. Clearly the growing optimism seen earlier in the fall hasw gnd

somewhat. It remains to be seen whether this is simply a pause in

recovery or a real faltering in the comeback from the low levels of sen' § 'nt

at the end of last year.
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Business ConditionsTrends

In the next 60 days:

The ratio ot Wi | | | mpr ov e decreased sigiificantly froko |
the previous month, dropping from 3.88 to

This is a very sensitive measurement that (as in this case) can shift
dramatically. Therefore #moB3th moving average index of business
conditions makes it easier to see the overall trend.

The 3month moving average droppddom 4.08 in October

3.70 in December. The sharp drop in foreakihg sentimen

dragged down the moving averagewighing the incremen
Improvements seen in the several previous months.
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Business ConditionsCurrent Results

Order Backlogs
In the past 30 days:

The percentage of responadmigeporteah improvement in backlogs
Increased from 27%98@86.The percentage reporting lower backlogs also
Increased, moving from 15E4%

In the next 60 days:

The percentage of respondents who indicated expectations of higher
backlogs decreased from4BB##0 The nWi |l | Wor ser
Increased from 894186

over the next 60 days have dipped. Slightly more respondents (53%) say

The results indicate that conditions and expectations for business agtivity
that backlog will stay the same than was true for November (51%o).

13
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Business ConditionsCurrent Results

Capital Expenditure Commitments

In the past 30 days:
The percentage of respondents conmuoting capital equipment
increased from 1%@20% The percentage that commnekdsoin capital
also increased, from 2326%.

In the next 60 days:
The percentage of respondents who saidnttegommit more for
capital assets in the next 60 days decreased froPd2/Pheo
percentage who expect to commit less increased slightly, 268 19% to

The data trend on capital expenditure commitments is mildly negatye.
While there are signs of improvement in spending in areas such
iInformation technology, this trend may be indicative mostly of larger S.
The kind of robust capital spending that would power a strong econ@nic
recovery is not yet visible.

15
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Business ConditionsCurrent Results
Employment

In the past 30 days:
The percentage of respondents hiring more workers stayed the same
November 46% The percentage that indicated they did less hiring

increased from 14% 766 The net of these reflects a slightly less
encouraging report than in the previous month.

In the next 60 days:
The percentage indicating they plan to increase hiring grew from 20%
23% The percentage who expect to reduce hiring also increased, fron
10% td 3%reversing a comparably sized decrease in November in tho,
expecting headcount to drop.

change in the employment situation is still not in sight. This i
consistent with the national unemployment figures which appeagto

The outlook for employment is mixed, suggesting that a signif'}nt
have hit a plateau at a rate slightly over 10%.
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Capital Availability and Pricing
The past 30 days:
The percentage of respondents indicating an improvement in financin

conditions dropped from 222%0T he percentage who indicated
conditions worsened increased slightly fro88a/% to

In the next 60 days:

The percentage of the respondents who expect improvement in finan

conditions in the next 60 days decreased significantly f&5%0BA&6 to
percentage saying conditions will get worse decreased@gom 7% to

The data are consistent with the picture conveyed by research companies and in thge pre
Lending remains tight for all but the most cxedrthy borrowers. Most small banks ha
significant exposure to commercial real estate, an area that remains a concer

The outlook trend is more cautious than the recent past. Capital availability is onegdf the
keys to a sustainable recovery, andedfor capital will increase as the recovery gaifls

momentum. Therefore, we are watching this indicator with particular attention
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