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Key Topics

» Arizona job growth was unusually slow last year
» Tucson jobs declined modestly over the year
» Arizona’s labor market remains tight
» Tucson’s unemployment rate was stable, with a decline in the labor force
» Phoenix inflation remains lower than the U.S.
» Consumer commodities prices may begin to rise going forward
» Tucson MSA housing permits were roughly stable last year
» Housing affordability remains a challenge
» Risks to economic growth are significantly elevated

» Macroeconomic policy uncertainty, tariffs, mass deportations, cuts to
federal spending and jobs
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Tucson MSA Job Growth by Industry
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And Initial Claims for Unemployment Insurance

Arizona Unemployment Rate
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Housing Cost Burden

Federal Reserve Bank of Atlanta

Share of local median
household income needed
for a mortgage, based on
median sale price.
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Arizona Housing Permits

Seasonally Adjusted Annual Rates

Monthly Census data benchmarked to sum to revised annual data through 2024.
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Tucson MSA Outlook Summary

Annual Growth Rates

Actual Forecast
2024 2025 2026 2027
Growth Rate
Nonfarm Jobs -0.5 0.0 1.0 1.0
Personal Income 4.8 4.9 5.7 5.9
Retail Plus Remote Sales 1.4 3.0 35 3.6
Population 0.6 0.7 0.7 0.6
Level
Housing Permits 5,272 5,149 4,792 4,371

Personal income is forecast in 2024.
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Tucson MSA and U.S. Job Growth

Annual Growth Rates
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Major Risks to the Arizona Economy

» U.S. economic policy uncertainty
» Tariffs

» Mass deportations

» Federal spending and job cuts
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Tariffs Will Adversely Impact the Economy

» Arizona ranked 31% in the nation in the importance of international trade
» Arizona exports + imports amounted to 12.3% of state GDP in 2023

» Arizona ranked 6" in the nation in the importance of trade with Mexico
» Arizona exports + imports with Mexico amounted to 3.8% of state GDP in 2023

» Lower after-tax income for households, higher costs for businesses importing
inputs

» Short-run burst of inflation followed by higher price levels that linger
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Arizona Merchandise Imports in 2024

Percent of Total Imports from the World
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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%
(13th)

Industry with most Construction Construction
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Industry with highest Agriculture Construction

share unauthorized
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Arizona and U.S. Industry Mix

And Federal Civilian Government Jobs
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Three Scenarios for Arizona Jobs

Baseline, Optimistic, and Pessimistic
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Main Takeaways

» Arizona job gains were slow last year
» Tucson lost jobs, although the unemployment rate was stable
» Phoenix is no longer experiencing rapid inflation
» But consumer commodities prices are may begin to rise going forward
» Housing cost burdens are a problem
» Housing permit activity decelerates with slower population gains (demographics)
» The outlook is positive for Arizona, Phoenix, and Tucson in the long
run
» After two years of subpar gains, growth rebounds next year in the baseline

» Near-term recession risks have risen
» Policy uncertainty, tariffs, mass deportations, federal job/spending cuts
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Global Tariff Uncertainty
Supply Chains Under Threat
Results: Slower Global Economic
Growth
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AVERAGE TARIFF RATES OF THE U.S AND ITS TOP 15 TRADING PARTNERS
(percent)
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NON-TARIFF BARRIERS
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United States
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Weaker Global Growth Ahead
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Small Businesses Create Most Jobs

PERCENTAGE OF JOB OPENINGS BY FIRM
EMPLOYEE SIZE
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by Loan Type

Percent of Balance 90+ Days Delinquent

Source: New York Fed Consumer Credit Panel/Equifax
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U.S. Mortgage

Credit Availability
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The University of Michigan’s May survey of the public’'s economic outlook
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% US: Share of imports from China %
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S&P 500 revenue from China is roughly four times the US trade deficit with China
15:(']10 US trade deficit with China vs US corporate revenue exposure to China
1200 1167
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o]
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US trade deficit with China S&P 500 revenue from China
Source: S&P 500, LLC, Bloomberg
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g The distribution of expenditures on imports:
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Destination of U.S. Imports From Various Countries?
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Total foreign holdings, by instruments
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U.S. Needs Tourism
% Travel and tourism as % of GDP %
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Global Uncertainty: Are
Tariffs Legal or Not?

Is TACO a Brilliant

Negotiation Strategy or a
Sign of Weakness?

The Situation Remains Fluid

49
1: Visit the award-winning
Arizona’s Economy
[!:& RIZONA'S ECONOMY
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Explore data for border economies.

Arizona-Mexico Economic Indicators

THE UNIVERS

A |.§r. fexico
. | Economic Indicators
Exporis~  Imports=  Com

por 2 modity Flows = Border Crossings = Border Economy

TRADE MATTERS.

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