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Economic Outlool

President-Elect Trump Inherits a Strong US Economy
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Chief Economist
The PNC Financial Services Group
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Small Business Optimism Remains Extremely High... S PNC

Expectations for own company’s prospects, next 6 months, %
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...Interest Rates Are Moving Lower...

Yield, %

10-year Treasury note

3-month Treasury bill

Source: Federal Reserve Board
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...Investors Are Feeling Good...
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...Job Growth Is Slowing But the Labor Market Is Solid...

= PNC
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..And the US Is the Star of the G7

% change in real GDP, 2019Q4 to 2024Q3
12

10

Germany UK Japan

Sources: QECD, ONS, Japan's Cabinet Office

France

Eurozone

Italy Canada us

10

George Hammond, director
Economic and Business Research Center
ghammond@arizona.edu

12/12/2024



2024 Economic Outlook Luncheon 12/12/2024
Eller College of Management
University of Arizona

Economic Activity Now Well Above Pre-Pandemic Peak...

Real, index, 2019Q4=100

115

110 -

105

100 +

95
Gross domestic income
90

45 Final sales of domestic product

- Gross domestic product

75 +———r T T T T R

'06 '08 10 12 14 16 18 20 22 ‘24

Source: BEA

11

...But That Obscures Big Shifts in Activity

Real, index, 2019Q4=100
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High Core Services Inflation Is Still a Concern...

Consumer price index, % change year ago
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...But Wage Growth Is Slowing to a More Sustainable Pace ® PNC
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Great Balance Sheets Will Support Consumer Spending
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Layoffs Are Low, But Hiring Has Slowed
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But the Yield Curve Remains Inverted...
: @ PNC
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5
10-year note minus 3-month bill
4 i
3
2 i
1 i
0 - L e i | 1 o
1 10-year note minus
4
2-year note
2
|
-3
'55 '60  '65 ‘70 75 ‘80 '85 90 95 '00 '05 10 15 '20
' 12
17
...And the Global Economy Remains at Risk
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Slower But Still-Solid Growth in 2024 and 2025
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What I’m Pretty Sure About

 &PNC

= Very steep recession in 2020
= Labor market historically strong but slowing, structural changes
= Fed will do what's necessary

= Structural shifts
— Commercial real estate, retail, supply chains
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Open Questions

= Tariffs

= Restricted immigration/deportations

= Tax cuts

= Regulation

= How does the Fed respond?

= Geopolitical: Middle East, China/Taiwan, Russia/Ukraine
= Financial stresses

= Commercial real estate

= Housing market

= Al

= Path of pandemic

16
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Mixed Conditions in the Fall of 2024

October 2024 State Coincident Indexes: Three-Month Change

WA
\ | s ME
v LU | ND; | <
4 0 = Lomn —mi
on ] ID a4 { ———1d ¢ L
| sD wi
M
wY = I
| —— y
L | = 1A i
NV I — \ ' oH
uT / | X I N
ca | | co | 2 R wy
KS Mo ¢ ferr ey
1 NC
ok | / m g
A M ‘ 0 AR -
5= { ms ‘ AL cn P
s y LA \ 1
- FL %
AK 7 S
£ o HI { e
_ S [ Less than -1.0% i
| Between -0.6% and -1.0%

Between -0.1% and -0.5%
| Unchanged

Between 0.1% and 0.5%
| Between 0.6% and 1.0%
Source: Federal Reserve Bank of Philadelphia [0 Greater than 1.0%
Map colors based on www.ColorBrewer.org

22

George Hammond, director
Economic and Business Research Center
ghammond@arizona.edu

11



2024 Economic Outlook Luncheon 12/12/2024

Eller College of Management
University of Arizona

For more information from PNC Economics visit
Pnc.com/economicreports

X (formerly Twitter):
@GusFaucherPNC

Disclaimer: The material presented is of a general nature and does not constitute the provision of investment or economic advice to any person, or a recommendation fo buy or
sell any security or adopt any investment strategy. Opinions and forecasts expressed herein are subject to change without notice. Relevant information was obtained from
sources deemed reliable. Such information is not guaranteed as to its accuracy. You should seek the advice of an investment professional to tailor a financial plan to your

particular.needs.
©2024 The PNC Financial Services Group, Inc. All rights reserved.

18

23

George Hammond

Director and Research Professor

Economic and Business Research Center

A Eller College
.| of Management
24
George Hammond, director 12

Economic and Business Research Center
ghammond@arizona.edu



2024 Economic Outlook Luncheon
Eller College of Management

University of Arizona

75 Years of Excellence

Eller Economic and Business Research Center

ZAS Eller College
.| of Management

25

Key Topics

» Tucson’s job growth is lagging behind the state and nation
» But unemployment is low

» Tucson’s personal income growth was strong last year
» Generating faster per capita income gains than the U.S.

» Phoenix inflation is below the U.S.
» With falling commodities prices

» At the median, Tucson families are housing cost burdened
» But the level is slightly below the U.S.

» The outlook is positive for Arizona, Phoenix, and Tucson
» But policy uncertainty is elevated

ZA! Eller College
.| of Management
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Year-to-Date Through October

22 22

Arizona Phoenix MSA Us. Prescott MSA Tucson MSA

Arizona Nonfarm Job Growth
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Leisure and Hospitality 27,593

Tucson MSA Job Growth by Industry

Preliminary Data, Year-to-Date Through October, Thousands

Year-to-Date 2023-2024 2023 Annual Wage
Priv. Education and Health Services
Manufacturing m 105,735
Construction 60,770
Financial Activities . 0.6 71415
Trade, Transportation, and Utilities . 04 45,829
Natural Resources and Mining . 0.3 87,210
Other Services I 0.2 46,987
Information -0.1 I 90,863
Government | R 68,691
Professional and Business Services
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Annual, Percent of U.S.

Percent of U.S.

Arizona Per Capita Personal Income

|| 2023] %ofU.s |

u.s. $69,810 --
Arizona $62,543 89.6%
Arizona Phoenix MSA  $66,365 95.1%
Tucson MSA $58,232 83.4%
Tucson Prescott MSA  $55,913 80.1%
Prescott Using Census Bureau population estimates.
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Phoenix MSA Inflation Is Below the U.S.
CPIU, Over the Year
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Phoenix MSA Inflation Is Below the U.S.

Shelter CPIU, House Prices, Rent, Over the Year
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[J [J [J
Housing Affordability
NAHB-Wells Fargo, Third Quarter 2024, Percent
San Antonio ENN——— Share of local median
::::‘n family income needed for
Albuguerque a mortgage, based on
US - New Homes median sale price.
US - Existing Homes
Colorado Springs _
Salt Lake City 4
Denver 42
Las Vegas 45
Portland 45
San Francisco
San Diego 70
San Jose 85
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Annual Growth Rates

Tucson MSA and U.S. Job Growth
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Tucson MSA Taxable Sales and Income Growth

Taxable sales broadly defined to include retail plus remote, restaurants and bars, food, and gasoline

Percent

Il Retail Sales
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'Tucson MSA Net Migration and Natural Increase

35

PUMS ACS 2018-2022 from IPUMS USA

Top 10 Tucson Origin/Destination Metros

Tucson MSA

Origin metro: In-migration  Destination metro: Out-migration
Los Angeles-Laong Beach-Anaheim, CA 2,752 San Diego-Carlsbad, CA 1,490
San Diego-Carlsbad, CA 1,507 Augusta-Richmond County, GA-SC 720
Seattle-Tacoma-Bellevue, WA 1,083 Los Angeles-Long Beach-Anaheim, CA 710
Riverside-San Bernardino-Ontario, CA 1,033 Las Vegas-Henderson-Paradise, NV 521
Las Vegas-Henderson-Paradise, NV 905 Colorado Springs, CO 492
New York-Newark-Jersey City, NY-NJ-PA 853 Baltimore-Columbia-Towson, MD 470
Chicago-Naperville-Elgin, IL-IN-WI 844 Seattle-Tacoma-Bellevue, WA 438
Austin-Round Rock, TX 721 New York-Newark-Jersey City, NY-NJ-PA 409
Portland-Vancouver-Hillsboro, OR-WA 718 Austin-Round Rock, TX 408
Washington-Arlington-Alexandria, DC-VA-MD-WV 657 Chicago-Naperville-Elgin, IL-IN-WI 383
Source: Delaney O'Kray-Murphy, Research Economist, EBRC

https: //www.azeconomy.org/2024/09/economy/ d f-the-ph d-tucson-metros/ IPUMS does not report data for metropolitan areas

With high standard errors.
A Eller College
ﬂ“ ‘ of Management
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Tucson MSA Housing Permits

Annual
Permits
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Post-Election Risks to Consider for Arizona

» Major increases in tariffs on goods from Mexico and
Canada

» Reduces gains from trade, raises costs and prices, other things
constant

» Major effort to implement mass deportation

» Labor supply falls, supply-chain issues, raises costs and prices, other
things constant

ZA! Eller College
.| of Management
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Arizona Merchandise Imports From Mexico

azmex.eller.arizona.edu

[ ] [ ] F . o
The largest share of Arizona imports originate
of Arizona imports I I o n in Mexico.

come from Mexico.

Total Arizona imports from Mexico in
2023, a 8.2% increase over the year.

ZAS Eller College
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Arizona Merchandise Exports to Mexico

azmex.eller.arizona.edu

’ ® ® :
Mexico was by far Of Arizona's exports are
Arizona's largest I I o n destined for Mexican

trading partner. markets.

In 2023, Arizona's exports to Mexico
decreased by 0.8%.
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Arizona and U.S. Labor Force Participation

As a Percent of the Population Age 16 and Older

Percent
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Unauthorized Immigrants

Pew Research Center

Unauthorized immigrants 190,000 (13th) 8,250,000

in labor force (rank)

Share of labor force (rank) 4.9% 4.8%
(13t)

Industry with most Construction Construction

unauthorized immigrants

Industry with highest Agriculture Construction

share unauthorized

immigrants

https://www.pewresearch.org/short-reads/2024/07/22/wh K bout-unauthori: i L in-the-us/
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Main Takeaways

» Tucson’s labor market performance is mixed
» Slow job gains, low unemployment
» Phoenix inflation is low and commodities prices are falling
» Which leaves services driving price increases
» Tucson’s personal income growth was strong in 2023
» And made progress closing the per capita income gap with the U.S.
» The baseline Tucson outlook calls for continued, but slowing,
growth

» Downside risks focus on global conflict, increased tarifts, and mass
deportations

gég Eller College
.| of Management
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l7 Visit the award-winning
Arizona’s Economy

E ARIZONA'S ECONOMY
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in AlL A 3 ccoromy . NG
Counties for 2023 Migration 2 ‘Arizona Health Care Drives Job Gains

‘azeconomy.org

gég Eller College
.| of Management

44

George Hammond, director
Economic and Business Research Center
ghammond@arizona.edu

22



2024 Economic Outlook Luncheon

Eller College of Management
University of Arizona

L

New features now available!
The Arizona’s Economy App
Real-time data at your fingertips.

Free at the Apple App Store and Google Play.
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Explore data for border economies.
Arizona-Mexico Economic Indicators

ITY OF ARIZONA a

ports~  Imports=  Commodity Flows~  Border Crossings= B

TRADE MATTERS.

Track Arizona's trade and competitiveness in the
U.S.-Mexico border region.

Exq

azmex.eller.arizona.edu
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