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What You Need To Know

» Arizona’s job growth was steady last year
» Phoenix jobs rose rapidly
» Tucson employment gains accelerated
» Arizona’s wage growth is gaining momentum
» And will likely accelerate further
» House prices and permits increased last year
» But real house prices are well below the peak
» Dollar/Peso exchange rate has declined a little
» But is still elevated
» Arizona exports to Mexico and Canada are down
» Arizona and Tucson are well positioned to continue to
grow
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Tucson MSA Job Growth By Industry

Over-The-Year Growth, First Quarter 2017
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Through March 2017

Percent
250

Percent of jobs lost during the
Great Recession that have been
200 | replaced.

150 131.8
117.0
100
60.2 57.9
) . .
0 T T
us

Phoenix MSA  Tucson MSA  Rest of State Arizona

185.3

10 UNIVERSITY OF ARIZONA / ELLER COLLEGE OF MANAGEMENT

Arizona And U.S. Wage Growth

Wages Per Worker, Over-The-Year, Smoothed
Percent
6

—— Arizona

UNIVERSITY OF ARIZONA / ELLER COLLEGE OF MANAGEMENT

Occupational Wages

Bboard arizona.edu

2 UNIVERSITY OF ARIZONA / ELLER COLLEGE OF MANAGEMENT

Economic and Business Research Center
Eller College of Management
University of Arizona

5/30/17



2017 Breakfast with the Economists 5/30/17
ebr.eller.arizona.edu

Educational Attainment Educational Attainment

Bachelor’s Degree Or Better, Age 25+
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Arizona-Mexico Tourism Cost Index Policies of the New Administration?
Tucson MSA: Lodging, Gasoline, Food Away From Home .
azmex.eller.arizona.edu » International trade
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U.S. Real GDP And Unemployment Tucson MSA And U.S. Job Growth
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Tucson MSA Job Growth By Industry

Change From 2016-2019
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- Presentation outline
AN

* GDP and the near-term outlook (5 slides)

*« Employment & labor market conditions (8 slides)

* Inflation and monetary policy (3 slides)

Our world

U.S. Economic Outlook

Gary Wagner, Ph.D.
Vice President and Senior Regional Officer
Federal Reserve Bank of Cleveland

FEDERAL RESERVE BANK
af CLEVELAND

Near-term outlook remains positive Past expansions have tended to be stronger
GROWTH AND FORECAST FOR U.S. REAL GDP GDP GROWTH BY SECTOR OVER LAST 8 QUARTERS
Survey of Professional Forecasters (SPF) Median Forecast Average quarterly annualized growth
= g 10%
< % P
< <
@ o0
o0 <
£ 2% 5 5%
8 5
£ z
g §
o o 09/
o 2% g
2 Date | Forecast t
o 3
3 o
T e 5
5 g %
3 :
5 6% g
% S Black lines are i i i 1980:Q1 to 2017:Q1
ines are sector ; :
3 -8% S 0% i
Real GDP  Consumption Investment Exports Imports Government
Jan 2010 Jan 2015
Sourm:BEA i o Aray
e e e
FELERAL RESFREVE BANK FECERAL RESERVE BANK
o CLEVELAND of CLEVELAND

Economic and Business Research Center
Eller College of Management
University of Arizona 7



2017 Breakfast with the Economists
ebr.eller.arizona.edu

The dollar remains very strong relative to other currencies

TRADE-WEIGHTED U.S. DOLLAR INDEX: MAJOR CURRENCIES
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Confidence is up across the board

CONFIDENCE INDEXES
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But household balance sheets remain healthy

HOUSEHOLD DEBT-TO-INCOME RATIOS
Maximum and most recent values are labeled
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Employment & Labor
Market Conditions
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Payroll employment rebounded in April

MONTHLY CHANGE IN U.S. PAYROLL EMPLOYMENT
Black lines indicate annual averages (in thousands)
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U3 and U6 are well-below pre-Great Recession averages

UNEMPLOYMENT RATE, U3 vs. U6
Monthly, seasonally adjusted (most recent and last year's values labeled)
U6: Expanded Definition for Unemployment Rate
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Employment growth remains s

umbers indicate ranking (1 = fastest growing)

g in most of the states

Payroll Employment Growth from Mar 2016 to Mar 2017
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Labor Market Conditions Index

From FRB Kansas City

L rate (U3) Hires rate
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Conditions look very strong nationally... But compensation seems to be lagging some

FRB Kansas City Labor Market Conditions Index COMPENSATION COMPARISON
Monthly, seasonally adjusted (most recent values labeled) Annualized percentage change
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What should we make of the low productivity estimates? Past revisions suggest productivity is underestimated
anuary 1968 — April 2016
REVISIONS TO PRODUCTIVITY GROWTH . RELATIONSHIP BETWEEN REAL-TIME AND REVISIONS
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Inflation and Monetary Policy
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Inflation expectations have risen over the past year
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Most market participants expect only one additional hike

EXPECTED NUMBER OF RATE HIKES IN 2017
Includes the March 2017 increase
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Summary
EAS Eller College
*| of Management

« GDP forecasts have improved of late
— Weak 2017:Q1 estimates appear to be transitory

— Household balance sheets remain very healthy A SpECiaI t h an k yo u to

« Broadly speaking, labor market conditions are better
than pre-Great Recession conditions JP MORGAN C HASE & C O.

— However, wage growth has been lagging some
— Weaker than normal productivity may be the culprit

for sponsoring today’s event.

» Latest guidance from the FOMC points to two additional

rate hikes this year .

— A majority of fed funds futures participants expect only one
additional hike
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