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Q2-2017 Net Treasury Issuance Forecast Update

With the passage of a funding bill for the remainder of the 2017 federal fiscal year, along with some initial
data on April tax collections, we have revised our FY 2017 budget deficit forecast to $600 billion.
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Net Treasury Issuance Expected to Pick Up in H2 Net Treasury Issuance Composition

With the slowdown in net Treasury issuance in both Q1 and Q2 of this year $2.000 B”“Dn_s O ollre, Shondly Teers $2,000
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federal spending relative to revenues is expected to jump in H2, resulting in
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Wells Fargo U.S. Interest Rate Forecast

Actual Forecast
2016 2017 2018
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
Quarter End Interest Rates

Federal Funds Target Rate 0.50 0.50 0.50 0.75 1.00 1.25 1.50 1.50 1.50 1.75 2.00 2.25
3 Month LIBOR 0.63 0.65 0.85 1.00 1.15 1.45 1.70 1.70 1.70 1.95 2.20 2.45
Prime Rate 3.50 3.50 3.50 3.75 4.00 4.25 4.50 4.50 4.50 4.75 5.00 5.25
Conventional Mortgage Rate 3.69 3.57 3.46 4.20 4.20 4.29 4.45 4.46 4.47 4.48 4.55 4.62
3 Month Bill 0.21 0.26 0.29 0.51 0.76 1.02 1.30 1.40 1.45 1.50 1.75 2.02
6 Month Bill 0.39 0.36 0.45 0.62 0.91 1.19 1.45 1.56 1.60 1.66 1.92 2.18
1 Year Bill 0.59 0.45 0.59 0.85 1.03 1.35 1.65 1.80 1.85 1.90 2.10 2.31
2 Year Note 0.73 0.58 0.77 1.20 1.27 1.55 1.90 2.00 2.05 2.11 2.26 2.41
5 Year Note 1.21 1.01 1.14 1.93 1.93 2.10 2.40 2.46 2.49 2.52 2.66 2.80
10 Year Note 1.78 1.49 1.60 2.45 2.40 2.55 2.72 2.75 2.76 2.78 2.86 2.94
30 Year Bond 2.61 2.30 2.32 3.06 3.02 3.18 3.44 3.54 3.56 3.58 3.67 3.76

Forecast as of: May 10, 2017

‘Wells Fargo U.S. Economic Forecast and FOMC Central Tendency Projections

2017 2018

Change in Real Gross Domestic Product

Wells Fargo 2.2 2.7

FOMC 2.0to 2.2 1.8to 2.3
Unemployment Rate

Wells Fargo 4.4 4.3

FOMC 4.5to 4.6 4.3to0 4.6
PCE Inflation

Wells Fargo 1.8 2.2

FOMC 1.8 to 2.0 1.9to 2.0
"Core" PCE Deflator

Wells Fargo 1.8 2.2

FOMC 1.8to 1.9 1.9to 2.0

Forecast as of: May 10, 2017

NOTE: Projections of change in real gross domestic product (GDP) and in
inflation are from the fourth quarter of the previous year to the fourth
quarter of the year indicated. PCE inflation is the percentage rate of change
in the price index for personal consumption expenditures (PCE). Projections
for the unemployment rate are for the average civilian unemployment rate in
the fourth quarter of the year indicated.

Fed Data as of: March 15, 2017

Source: THS Global Insight, Bloomberg LP, Federal Reserve Board and Wells Fargo Securities
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Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated investment firm
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