Columbus Economic Update C0|umbusChamber>

Second Quarter 2009

SUMMARY

X

Employment in the Columbus Metropolitan Statistical Area (MSA — Delaware, Fairfield, Franklin,
Licking, Madison, Morrow, Pickaway, and Union Counties) decreased 300 (less than 0.1 percent)
during the second quarter. Ohio employment declined 1.1 percent, while U.S. employment declined
1.0 percent. Employment declines at all levels were much less than during the previous quarter.

The region’s seasonally-adjusted unemployment rate finished the quarter at 8.9 percent, up from 8.1
percent in March and 5.5 percent a year ago. The March unemployment rate was lower than the 9.5
percent national average and Ohio’s 11.1 percent.

Most sectors turned in better-than-average performance during the first quarter. Healthcare
continued its sharp rise and government reversed some of its earlier losses. Wholesale trade,
transportation, and business services registered small net gains while declining nationally. Retail’s
employment decline was worse than the national average after far better-than-average performance
recently. Construction and leisure also fared worse than average.

More than two-thirds of the 51 economists in The Wall Street Journal’s monthly survey expect the
recession to end no later than the third quarter, with modest output growth in the second half of 2009.
The implied Gross Domestic Product (GDP) decline would rank this recession as one of the two worst
of the postwar period; its length is far greater than any of the 10 previous postwar recessions. U.S.
employment will decline through the year and into 2010, though at a much smaller rate. The national
unemployment rate will reach 10 percent by December 2009 and will still be at 9.5 percent in
December 2010.

2009 Columbus Blue Chip Economic Forecast Update : Average employment during 2009 is likely
to be about 1.7 percent lower than during 2008, far worse than the decline predicted in January.
Construction and manufacturing are likely to remain the two worst-performing sectors as they are
nationally. Relatively large declines for the year are also likely in wholesale trade and information.
Education and healthcare should continue to enjoy large increases.

INDUSTRY EMPLOYMENT CHARTBOOK

An Industry Employment Chartbook is being issued in conjunction with this Update. The Chartbook
presents more than 40 charts comparing sector-level employment growth at regional, state, and national
levels annually from 1990 and monthly from January 2005.

Columbus MSA employment falls only marginally during the second quarter

X

Columbus MSA employment declined 300 (less than 0.1 percent) during the second quarter. The
preliminary seasonally-adjusted June total of 926,200 was 15,500 (1.6 percent) lower than the June
2008 level.

— Ohio employment declined 58,500 (1.1 percent) from the end of the first quarter of 2009 and

279,000 (5.2 percent) from June 2008.

— National employment continued to decrease through the second quarter with a net decline of

1.308 million (1.0 percent) in the second quarter. The net loss since June 2008 was 5.664 million
(4.1 percent).



The following graph diagrams employment growth at local, state, and national levels since
January 2005. A large decline in Columbus MSA employment at the beginning of the second
guarter was offset by back-to-back increases, returning local employment nearly to the March

level. Ohio employment increased marginally in May, while U.S. employment added to its now
18-month string of declines.

Seasonally adjusted monthly employment growth
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Source: U.S. Bureau of Labor Statistics Current Employment Statistics series; seasonal adjustment of Columbus
MSA employment by the Columbus Chamber.

Unemploymen t rates continue to rise , but at a somewhat slower rate

The seasonally-adjusted Columbus MSA unemployment rate rose to 8.9 percent in June, up from 8.1
percent in March and 5.5 percent a year ago. The U.S. rate rose to 9.5 percent, up from 8.5 percent in
March and 5.6 percent in June 2008. The Ohio rate rose to 11.1 percent from 9.7 percent in March and

6.4 percent a year ago. These unemployment rate increases were all less than the dramatic rises of the
first quarter.

X Seasonally-adjusted unemployment rates for the MSA and its counties, Ohio, and the U.S. are shown
in the table on the next page. The Pickaway rate exceeded the Ohio rate and the Morrow rate

equaled it, while all other counties’ rates were less than the state average. Delaware, Fairfield,
Franklin, and Union rates were below the U.S. rate.



Seasonally -adjusted county, MSA, state, and national unemploy  ment rates
June 2009 March 2009 June 2008
Delaware 7.3% 6.5% 4.7%
Fairfield 8.8% 8.0% 5.6%
Franklin 8.7% 7.9% 5.5%
Licking 10.0% 9.7% 5.9%
Madison 9.6% 9.7% 6.1%
Morrow 11.1% 11.1% 6.8%
Pickaway 11.4% 10.1% 6.7%
Union 9.2% 8.3% 5.4%
Columbus MSA 8.9% 8.1% 5.5%
Ohio 11.1% 9.7% 6.4%
u.s. 9.5% 8.5% 5.6%

Source: U.S. Bureau of Labor Statistics Local Area Unemployment Statistics series; seasonal
adjustment of county and MSA rates by the Columbus Chamber.

X The chart below graphs regional, state, and national unemployment rates since January 2005.

Seasonally adjusted monthly unemployment rates
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Source: U.S. Bureau of Labor Statistics Local Area Unemployment Statistics series; seasonal adjustment of
Columbus MSA unemployment rates by the Columbus Chamber.

X As shown in the table on the next page, labor force is defined as the sum of the number of residents

employed plus those unemployed — those who have actively sought employment within the past 30
days.

— A small net gain in the number of Columbus MSA residents working between March and June
was accompanied by a much larger increase in the labor force, leading to the increase in the
unemployment rate. Both statewide and nationally, the number of employed residents declined.
This, together with a small net change in the labor force, produced increases in the Ohio and U.S.
unemployment rates.



Changes in components of

regional, state, and national

unemployment rate s

Change from:

June 2009 Mar. 2009 June 2008
Columbus MSA
Employment 882,215 1,228 -33,484
Plus Unemployment 85,806 7,908 32,071
Equals Labor force 968,021 9,136 -1,413
Unemployment rate (Unemp./Labor force) 8.9%
Ohio
Employment 5,306,304 -282,383 -343,773
Plus Unemployment 661,745 278,637 263,086
Equals Labor force 5,968,049 -3,746 -80,687
Unemployment rate (Unemp./Labor force) 11.1%
United States (thousands)
Employment 140,196 -691 -5,542
Plus Unemployment 14,729 1,568 6,067
Equals Labor force 154,925 877 525
Unemployment rate (Unemp./Labor force) 9.5%

Most sectors continue to deliver better -than-average performance during the second  quarter

x The following table shows seasonally-adjusted employment changes by sector during the second

guarter and from June 2008. Most sectors continued to outperform their national counterparts.

Professional and business services enjoyed the largest numerical gain; this sector has been one of

the strongest relative to the national average. Government’s net gain of 1,600 offset relatively weak
performance earlier in the year. Construction continued its weaker-than-average performance, while
retail’s large employment decline followed several quarters of relative strength.

Quarterly and year-to-year sector employment changes

Jun 2009 Change: 3/09 to 06/09 Change: 06/08 to 06/09

Columbus Columbus u.S. Columbus U.S.
Sector total Amt. Pct. Pct. Amt. Pct. Pct.
Construction and mining 29,600 -2,000f -6.3% -3.6% -5,900| -16.6% | -13.0%
Manufacturing 69,600 -1,300( -1.8% -3.6% -5,100| -6.8% | -12.2%
Wholesale trade 37,500 100( 0.3% -1.1% -1,700 -4.3% -5.1%
Retail trade 99,800 -1,500( -1.5% -0.5% -1,900| -1.9% -3.9%
Transportation and utilities 49,300 100( 0.2% -1.7% -400]| -0.8% -5.8%
Information 17,000 -200| -1.2% -2.3% -700| -4.0% -5.6%
Financial activities 68,600 -400| -0.6% -1.3% -2,400| -3.4% -5.0%
Professional and business svcs. 150,200 800 0.5% -1.7% -3,200| -2.1% -6.8%
Educational and health services 121,800 4,000 3.4% 0.5% 6,700 5.8% 2.2%
Leisure and hospitality 86,900 -1,400( -1.6% -0.3% -1,500] -1.7% -2.4%
Other services 36,700 100( 0.3% 0.0% 300| 0.8% -2.0%
Government 159,300 1,600 1.0% 0.0% 400] 0.3% 0.1%
Total 926,200 -300( 0.0% -1.0% -15,500f -1.6% -4.1%

Source: U.S. Bureau of Labor Statistics Current Employment Statistics series; seasonal adjustment by the

Columbus Chamber.

X The table on the next page shows local, statewide, and national employment changes since the
beginning of the recession in December 2007. The region’s employment decline has been less than
half the national average. Ohio has fared worse than average, but the disparity between the state’s




performance and the U.S. is less than it was prior to the downturn. The performance of virtually all
sectors locally meets or exceeds the national average; the only significant exception is construction.

x Total U.S. employment in May fell below its level of February 2001, the peak prior to that year’s
recession. In other words, all job gains realized during this decade’s expansion have been erased.
This happened at the state level in March 2008, but Columbus MSA employment is still 1 percent
greater than its February 2001 level.

Sector empl oyment changes since December 2007

Columbus MSA Ohio United States

Sector Amt. Pct. Amt. Pct. Amt. (000) Pct.

Construction and mining -7,400 -20.0% -50,800 -21.9% -1,305 -15.8%
Manufacturing -6,700 -8.8% -152,000 -19.9% -1,923 -14.0%
Wholesale trade -1,300 -3.4% -6,400 2.7% -368 -6.1%
Retail trade -1,900 -1.9% -20,800 -3.5% -767 -4.9%
Transportation and utilities -2,400 -4.6% -23,700 -11.1% -327 -6.4%
Information -1,000 -5.6% -7,000 -8.0% -187 -6.2%
Financial activities -2,800 -3.9% -14,800 -5.0% -489 -5.9%
Professional and business svcs. -2,500 -1.6% -61,700 9.1% -1,492 -8.2%
Educational and health services 9,500 8.5% 23,700 2.9% 686 3.7%

Leisure and hospitality -2,400 -2.7% -3,300 0.7% -383 -2.8%
Other services 100 0.3% -5,400 -2.4% -90 -1.6%
Government 1,200 0.8% -9,000 -1.1% 185 0.8%

Total -17,600 -1.9% -318,500 -5.9% -6,460 -4.7%

Source: U.S. Bureau of Labor Statistics Current Employment Statistics series; seasonal adjustment by the Columbus
Chamber.

The July Wall Street Journal economic forecast poll continues to predict recession ’'s end by
September

X More than two-thirds of the 51 economists in The Wall Street Journal’s monthly survey expect the
recession to end no later than the third quarter of 2009. The percentage expecting the recession’s
end in the third quarter has risen steadily over the past several months.

— Predictions of GDP growth have moved upward since April. A 1.6 percent decline is predicted for
the second quarter. The consensus is for modest growth of 0.9 percent in the third quarter and
2.0 percent in the fourth quarter.

— This forecast suggests a peak-to-trough GDP decline somewhat worse than that of 1974-1976
but less severe than that of 1957-1958, which ranks as the worst postwar recession in terms of
output decline.

X The forecast expects employment declines to continue through 2009 and into 2010, though at a much
smaller rate. The consensus calls for an average monthly decline of 70,400 jobs through July 2010,
versus the 330,000 to 520,000 losses of recent months. The national unemployment rate will reach
10 percent by December 2009. It will still be at that level in June 2010 and will drop to only 9.5
percent by December 2010.

2009 Columbus BlueChip Economic Forecast update: Total employment decline for the year likely
to be 1.7 percent —worse than that forecast in January

X Columbus MSA sector employment trends during the first six months suggests that 2009 average
employment will be in the 925,000 range — down 15,000 (1.7 percent) from 2008. This is far worse
than the 3,100 (0.3 percent) predicted by the Columbus BlueChip Economic Forecast in January.



X The revised sector employment forecast for Columbus takes into account both the national economic
conditions discussed above and each sector’s recent employment trend. The BlueChip Forecast is
the average of four independent forecasts', while this update is produced solely by Bill LaFayette,
Columbus Chamber.

The original forecast — as is true of all employment forecasts — was based on trends derived from
preliminary employment estimates that are subject to substantial revision even several years after
the fact. The original forecast (produced last November) drew on the Bureau of Labor Statistics’
original sector employment estimates for 2008 that suggested a 0.6 percent increase for the year.
The March 2009 employment revisions restated this gain to a 0.2 percent decline. (See the first
guarter Columbus Economic Update for details of these revisions.) Another reason for the overly
optimistic forecast is that national economic forecasts badly underestimated the employment
declines that were about to occur.

The following table shows for each industry sector the change in average employment for the first
six months for the MSA, Ohio, and the U.S., the original 2009 consensus and LaFayette’s
forecasts, and LaFayette’s mid-year predictions.

Sector Jan.-June average, 2009 vs. 2008 2009 MSA forecasts
Columbus Ohio U.S. Consensus | LaFayette Revised
Construction and mining -13.7% -14.9% -11.4% -3.3% -3.1% -14.4%
Manufacturing -6.1% -14.6% -10.2% -2.1% -1.7% -6.6%
Wholesale trade -4.5% -3.2% -4.5% 0.0% -0.9% -4.5%
Retail trade -1.1% -2.4% -3.9% -2.1% -1.2% -1.3%
Transportation and utilities -2.1% -9.0% -5.0% 1.6% -0.8% -0.8%
Information -3.2% -6.5% -4.3% -2.2% -2.4% -4.1%
Financial activities -3.6% -4.1% -4.3% -0.9% -2.1% -2.9%
Professional & business svcs. -2.7% -7.5% -6.0% 0.5% -1.8% -1.8%
Education and health services 4.1% 1.7% 2.4% 2.4% 2.1% 4.3%
Leisure and hospitality -1.4% 0.4% -2.3% 0.6% -0.8% -1.5%
Other services 0.8% -1.7% -1.8% -0.7% -0.6% 0.1%
Government -0.6% -1.1% 0.5% -1.0% -0.8% -0.4%
Total -1.9% -4.6% -3.5% -0.3% -0.9% -1.7%

X The new Columbus MSA forecast assumes that the economy will resume modest growth during the
second half. This will reduce the rate of employment decline in most sectors somewhat. Prospects
for individual sectors are discussed below.

Construction and mining  has been in decline locally since February 2006 and nationally since
January 2007. The difference is that U.S. employment, echoing the housing boom, peaked 13
percent higher than at the beginning of the 2001 recession, while Columbus MSA employment
was still nearly four percent below its 2001 level. In the decline following these employment
peaks, national employment has fallen 18 percent and local employment has fallen 27 percent.
Local housing starts over the first six months declined 25 percent compared to 48 percent at the
national level, but their continuing weakness, the high commercial vacancy rate, and the lack of
strong GDP growth in the second half suggest that the recovery in construction employment will
not be this year.

L Bill LaFayette, Ph.D., vice president, economic analysis, Columbus Chamber; Joseph Mandeville,
assistant vice president, Red Capital Group; George Mokrzan, Ph.D., vice president, senior economist,
Huntington Bancshares; and James Newton, Ph.D., chief economic advisor, Commerce National Bank.




Manufacturing employment has experienced an unremitting decline since 2000, and has posted
continued significant declines this year. Prior to the recession output increased strongly,
generating productivity gains of 41 percent between 2001 and 2007. This rate of increase is
likely unsustainable. Although employment declines will continue this year, employment may
stabilize as GDP growth accelerates next year.

Wholesale employment growth was much stronger than average early in the recession, but has
weakened over the past nine months to the point that its year-over-year performance equals that
of the U.S. and is worse than the Ohio average. Strengthening output growth may stabilize
wholesale employment to the extent that the performance for the year as a whole will be no
worse than that of the first half.

Retail employment has performed considerably better than the national average, probably as a
result of the smaller-than-average job losses in most other sectors and the return of sector
employment to reasonable levels following the sharp declines earlier in the decade. The growth
in consumer spending will be insufficient to strengthen the trend to any great extent, but neither
should the trend weaken.

Transportation and utilities  (which is 93 percent transportation and warehousing) enjoyed
growth of 40 percent between early 2001 and the beginning of the recession. The sector’s
employment decline early in the recession was worse than the national average, but the trend
turned slightly positive at the beginning of the year. Unless growth weakens significantly in the
second half (which is not likely) the comparison to 2008 for the full year should be much better
than that for the first six months.

Financial activities in the Columbus MSA, as elsewhere, is suffering from weak demand for
financing and real estate. Since the beginning of the recession, however, employment in the
finance and insurance subsector (81 percent of the total) has fallen only 2.6 percent versus 5.2
percent nationally. In contrast, real estate, rental, and leasing services employment has declined
8.7 percent locally and 7.9 percent nationally. Positive output growth and the relative strength of
the Columbus MSA housing market should help stabilize both these trends.

Information , including primarily telecommunications, publishing, broadcasting, and Web
services, has undergone massive changes over this decade as the Web has increasingly
challenged traditional publishing. As a result, the sector has suffered a 26 percent employment
decline locally and 24 percent nationally since February 2001 — translating to a net loss of 6,300
Columbus MSA jobs in this smallest of all sectors. The decline in advertising revenue of
publishers and broadcasters in the recession has steepened the downward trend. The improving
economy in the second half should cause the decline not to worsen further.

Professional and business services  has enjoyed employment growth far stronger than the
national average over the past seven years, and declines in the recession have been less than
one-fifth the national average. Each of the three subsectors has performed much better than
average since the beginning of the recession. Professional, scientific and technical employment
is up 0.6 percent locally, down 2.7 percent nationally; corporate management is down 0.9 percent
locally and 4.7 percent nationally; and administrative support and waste management is down 3.9
percent locally and 14.2 percent nationally. This sector should be one of the first to benefit from
economic recovery given its labor intensiveness and the likelihood that employers will increase
their hiring of temporary employees as a response to early increases in demand.

Education and health services employment is more than 80 percent healthcare. This is the one
sector whose growth has continued unabated during the recession — despite legitimate concerns
over the ability of patients to pay for their care. Growth will continue in the second half.



— Leisure and hospitality employment declines in the Columbus MSA have been less than
average since the beginning of the recession. Statewide employment growth has been slightly
positive, despite some weakening in recent months. Like retail, restaurants locally have likely
benefited from the stronger-than-average Columbus MSA economy, while hotels locally and
elsewhere in Ohio have benefited from the tendency of travelers to stay closer to home.

— Other services , including various personal services, religious organizations, and professional
and social associations, is the only sector other than education and health services to have
higher employment than both at the beginning of the recession and last year. Although the
budgets of nonprofits have come under pressure leading to layoffs, the sector as a whole had
relatively little fat to trim because it was growing much more weakly than average for several
years before the recession hit, This sector’s growth for the year is much less than that for the
first six months not because of an expected weakening of the trend, but because of a strong
second half last year.

— Government s three subsectors — federal, state, and local — have behaved differently over the
course of the recession. Federal employment in the Columbus MSA has increased 2.0 percent,
close to the 2.2 percent national average. State employment has fallen 1.8 percent locally (and
6.4 percent statewide) versus a 1.0 percent gain nationally. Local employment has increased 2.5
percent, but this is distorted by a large spike in June employment that is likely an aberration.
Measured through May, local government employment was up only 0.3 percent from December
2007, compared to 0.5 percent nationally. The forecast expects the federal and state
employment trends to continue without change; the passage of Issue 1 may cause a slight
strengthening in the local trend.



