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Will the national economy
continue to grow?
-Yes
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Wil it continue to grow
above 3%7
-Probably not for very long.
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Strong Economy

i Tax cuts helped a lot

i Continued fiscal stimulus

i Trade war unlikely

i Strong plant and equipment spending
i few obvious imbalances
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Too early to tell how much
of a slowdown i1t will be.

A Recession will happen at
some point but not soon.
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Right now imbalances
seem relatively mild.
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Strong economy (strong
consumer spending,
business investment and
exports) lead to:
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"
Strong Grov@h In Demand
Strong Lagor Market
Lower Unemployment

$

Higher‘Wages
Higher Rates of Inflation

¥
Fed Tightening
SIower‘Growth

Fewer Jobs
s
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Quantitative
Easing

Quantitative
) Tightening




Quantitative Easing
Versus
Quantitative Tightening

A Bad for asset prices

A Hi

A Hi

g
g

ner short term rates

ner long term rates

A Flattening of the Yield Curve
A Cap rates increase
A Companies may delay investment
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Where do we stand?
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U.S. Leading Indicators

197071 2018~

Source: The Conference Board

Recession Periods
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*Data through July 2018
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" A
Consumer Confidence
197817 2018*

Source: The Conference Board

Recession Periods
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" J
Treasury Spread:
10 year bond rate less 3 month bill rate

195971 2018* Recession Periods

Source: Federal Reserve Bank of New York
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U.S. Unemployment Rate
1948 i 2018*

Source: Bureau of Labor Statistics

Recession Periods
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Employment Cost Index

2002-2018*
Source: Bureau of Labor Statistics
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Federal Surplus or Deficit
FY 1989-2018

(Millions) Source: U.S. Office of Management and Budget Recession Periods
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Pending Home Sale Index

130

2001-2018*

Source: National Association of Realtors

Recession Periods
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What keeps me up at night?
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Job Openings

200171 2018*
Source: Bureau of Labor Statistics
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Employment Versus Labor Force Growth
19701 2018*

Source: Bureau of Labor Statistics
(100006s) Recession Periods

6,000

4,000

2,000
0 )
-2,000
—Employment
—Labor Force
-4,000
-6,000 v
S ANALADAXABACAA ADAD D N T o D B A DD O N LV DX B O DD DR LD XDBD A DDA NUD DD 0 WD
'\\6\\6\’3\\6\\6\\q'\\cg)\\cg\\q'\\qq;\q)%\q%‘lgb%\q%\g%\q%\q%\q%\q%\qq\qq\qq"‘éq\&\qq\qq\Qq\qq\qq IO (]96(1%0 ORI (19\2'9\ EOCNNIS

*Data through August 2018 2 1



U.S. Consumer Price Index

Annual Percent Growth

19701 2018~

Source: Bureau of Labor Statistics

Recession Periods
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Auto Loans

Source: New York Fed Consumer Credit Panel/Equifax
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Cyclically Adjusted PE Ratio**
19501 2018*

Source: Robert Shiller, Yale University

Recession Periods
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**Price earnings ratio is based on average inflation-adjusted earnings
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Effects of a Trade War

1. Higher prices on inputs

2.Jobs? Depends on structure.
Probably a minor plus

3. Intellectual Property Rights

Wil have a relatively minor effect

on U.S. economy
o~
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Trade War or Negotiation?

A 23% of Chinese Exports end up In the
U.S.

A 20% of Chinese GDP Is exports

A 8% of U.S. exports end up in China.
A <10% of U.S. GDP Is exports
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Trade War or Negotiation?

ASo, 4.6% of Chinaodos e
exports to the U.S

A 0.7% of U.S. economy depends on
exports to China
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Trade War or Negotiation?

A China needs exports to keep jobs.

AThey probably
Recession.
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This Cycle is No Spring Chicken
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U.S. BUSINESS CYCLE EXPANSIONS

Source: National Bureau of Economic Research
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So, where does this leave
us?
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2019 will probably still be a
good year.
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Tax cuts, deficit spending and plant
& equipment spending should keeps
things going nicely.
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Probability of a recession still
relatively low

e

Elliott D. Pollack & Company

34



WedOre probably
Inning
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Arizona
&
Maricopa County
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" S
Job Growth 2018

YTD July 2018 vs. YTD July 2017
Source: U.S. BLS
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@ Jobs growing
@ Top 10

@ jobs declining
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Arizona Employment Growth
Ari zonaos Rank Out of

Source: Arizona State University, U.S. Bureau of Labor Statistics

1997 2 2008 46
1998 1 2009 49
1999 2 2010 49
2000 5 2011 27
2001 9 2012 9
2002 10 2013 9
2003 4 2014 18
2004 2015 11
2005 2016 7
2006 2017 <::>
2007 17 2018* 7
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'_
Employment Growth
From Bottom of Recession to Now

Source: BLS
P P 7
Area % Change Growth Wages
United States 13.9% $55,331
Arizona 16.9% 100.0% $49,751
Maricopa County 20.5% $52,377
Pima County 5.9% 5.2% $43,591
Balance of State 11.3% 10.6% $37,581

Note: Wages for Private industries
m Data not seasonality adjusted
adtitd Eiiiott D. Pollack & Company Bottom of Recession Sept. 2010 to July 2018;



Phoenix-Mesa-Scottsdale Employment Growth

(Ranking among all metro areas greater than 1,000,000)

Source: Arizona State University, U.S. Bureau of Labor Statistics
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Maricopa County Employment*
Annual Percent Change FY1988i 2019**

Source: Office of Economic Opportunity
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*Non-agricultural wage & salary employment. Changed from SIC to NAICS reporting in 1990
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Maricopa County Employment*
Net Annual Growth Change FY1988i 2019**

Source: Office of Economic Opportunity
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*Non-agricultural wage & salary employment. Changed from SIC to NAICS reporting in 1990
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