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Agenda

What Happened?

What Next?

What Can We Do About It?
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What Happened?  The Problem

“Fannie Mae, the nation’s biggest underwriter
of home mortgages, has been under increasing

pressure from the administration to expand mortgage
loans to borrowers just a notch below what our

underwriting has required…”

Excerpt from New York Times Article
– September 30, 1999:

1. Since 2000, the U.S. consumer has taken on an extra $2.50 of
debt for every $1.00 of new income.

2. The global financial system has taken on over $62 trillion of
derivative transactions (Credit Default Swaps, etc.) that are
unregulated and not reflected on balance sheets.
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What Happened?  The Unwinding

U.S. housing industry is contracting, Consumer is de-leveraging

Global financial system is de-leveraging, This is all slowing down the global economy

The information presented herein was compiled from sources believed to be reliable.  It is intended for illustrative purposes only, and is furnished without responsibility for completeness or accuracy. Past performance does not guarantee future results.

Real Gross Domestic Product

Sources: Bureau of Economic Analysis; National Bureau of Economic Research; Copyright © 2008 Crandall, Pierce & Company • All rights reserved.

*Data Released October 30, 2008

 Shaded areas represent recessionary periods.
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3rd Quarter 2008 (Advance)* - Real GDP decreased at an

Annual Rate of -0.3%, or -7.4 Billion Dollars. In the 2nd Quarter

2008, Real GDP increased 2.8%, or 81.4 Billion Dollars.
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What Happened?  The Results
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What Next?  Great Depression Obsession

Sources: Bloomberg Finance, LLP, Financial Times, October 17, 2008

Coordinated Fiscal &
Monetary Actions

No CooperationGlobal Cooperation

-0.5%-30%GDP

Lowered RatesRaised RatesInterest Rate Policy

Trade Policy

Unemployment

No Change
Insular – taxes on
imports/exports

4.5% - 6%3%-25%

2007-20081929-1933



200701178 TPB-PB21055 (03/08)8

What Next?  Recession Obsession

What is a Recession?

– 2 quarters of negative economic (GDP) growth

– Or, when called by the National Bureau of Economic Research

How Frequent are Recessions?

– 3 per decade

– 20 total since WWII

How Long do they Last?

– 10-month average

Sources: Bloomberg Finance, LLP, Financial Times, October 17, 2008
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What Next?  Cycle of Investor Emotions

Source: Based on the Grief Cycle model first published in On Death & Dying, Elisabeth Kübler-Ross, 1969
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What Should We Do About it?  Process Trumps Emotion

Five Prior “Everything is Horrible” Environments:

1. February 1975

2. May 1980

3. October 1990

4. March 2003

5. October 2002

Sentiment is Not a Good Guide

“Fearing Fear Itself”

“Be Greedy When Others are Fearful”

12 months after, the
average stock market

return was   23%
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1. “The Number”

– The level of liquidity that you need to stick with
your long-term investment plan

– Also refers to debt-load

2. Diversification

3. Time Horizon Matters

– If you need the money within five years, you need to evaluate if
you should be in stocks

– Bond maturities

– Lock-up periods

4. Discipline

– Biggest de-railer of long-term investment success is not
sticking with your investment plan

What Should We Do About it?  Process Trumps Emotion
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Process Trumps Emotion

4. Discipline (cont.)

– Market timing does not work!

Sources: Returns from S&P Index Services, 3/08; calculations for chart made by Wells Fargo Private Bank, 3/08.
Past performance is no guarantee of future results.
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Average gain of 176%Average decline of 32%

Average 14 months in length

Last Nine Bear Markets

Average 68 months in length

Last Nine Bull Markets

Final Thoughts

Bear Markets/Bull Markets
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Disclosures

Wells Fargo Private Bank provides financial products and services through Wells Fargo Bank, N.A. (WFB) and its affiliates.

The information and opinions in this report were prepared by the investment management arm within Wells Fargo Private Bank, a
division of Wells Fargo Bank, N.A. Information and opinions have been obtained or derived from information we consider reliable,
 but we cannot guarantee their accuracy or completeness. Opinions represent Wells Fargo Bank, N.A.’s opinion as of the date of this
report and are for general information purposes only. Wells Fargo Bank, N.A. does not undertake to advise you of any change in its
opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are
inconsistent with, and reach different conclusions from, this report.

Past performance does not indicate future results. The value or income associated with a security may fluctuate.
There is always the potential for loss as well as gain.

Investments discussed in this presentation are not insured by the Federal Deposit Insurance Corporation and may be unsuitable for
some investors depending on their specific investment objectives and financial position.

Diversification and asset allocation do not assure or guarantee better performance and cannot eliminate the risk of investment losses.

Investing in foreign securities presents certain risks that may not be present in domestic securities and may not be suitable
for all investors.

Real estate investment carries a certain degree of risk and may not be suitable for all investors.

Some alternative investments may be available to pre-qualified investors only.

Fixed income securities are subject to availability and market fluctuation. These securities may be worth less than the original cost
upon redemption. Certain high-yield/high-risk bonds carry particular market risks and may experience greater volatility in market
value than investment grade corporate bonds. Government bonds and Treasury bills are guaranteed by the U.S. government and,
if held to maturity, offer a fixed rate of return and fixed principal value. Interest from certain municipal bonds may be subject to state
and/or local taxes and in some instances, the alternative minimum tax.

Wells Fargo & Company does not provide tax advice. Please see your tax advisor to determine how this information may apply to
your own situation.

You cannot invest directly in an index.

Additional information is available upon request.

© 2008 Wells Fargo Bank, N.A. All rights reserved.


