Economic Insights —
Current Conditions & Outlook

Amid National Headwinds, Utah’s
Fundamentals (Still) Remain Strong
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“May You Live in Interesting Times”

Utah’s stronF economic fundamentals help us through the
business cycle

Under-appreciated economic strengths provide economic
buffers, while increased interest rates generate risk

Key Takeaways
* Invest time to gain economic insights
* Proactively scenario plan for different economic scenarios
e Adapt quickly when conditions change



Blue Chip Forecasts Missed Q3 Growth

¢

3.2%

Actual GDP Growth
2002 Q3

e Third Estimate — 3.2%
real (7.7% nominal)

e Second Estimate — 2.9%
real (7.3% nominal)

e Advance Estimate —
2.6% real (6.7% nominal)

Source: Federal Reserve Bank of Atlanta
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Blue Chip Forecasts Missed Q4 Growth

2.7%

Actual GDP
Growth

‘ 2002 Q4

e Second Estimate
2.7% real (6.7%
nominal)

e Advance Estimate
2.9% real (6.5%
nominal)

Source: Federal Reserve Bank of Atlanta
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2023 Q1 Estimate
3.2%

GDP Now
Estimate

2003 Q1

Source: Federal Reserve
Bank of Atlanta

Kem C. Gardner Policy Institute DAVID ECCLES SCHOOL OF BUSINESS UNIVERSITY OF UTAH



A Few Changing US Forecast Tunes Recently....

What is a 'no landing’ scenario? The latest
buzzword that's 'all about inflation'

Kelly says pessimism is creating opportunities
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What Do We “Know” About the Economy?

“It ain’t what you don’t know that gets you into
trouble. It’s what you know for sure that just
ain’t so.”

Mark Twain (attributed)
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Due to Services, Total Inflation-Adjusted
Household Consumption Increased Every Quarter Since 2020 Q2
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A Three-Handed Utah Economist
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Scenario 1 —
Continuing Growth



Mountain West and South Population Growth
Led the Nation 2010 to 2020

Percent Change, 2010 to 2020 Census

Source: 2020 Apportionment Data, U.S. Census Bureau



Mountain West and South Population Growth

Continue to Lead the Nation
Percent Change, 2021 and 2022

Percent Change in County Population:
July 1, 2021 to July 1, 2022

Source: U.S. Census Bureau
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How Much Did Utah’s Population Grow in 2022?

Census Utah Population Committee

Natural Increase M Net Migration

* Lowest natural increase since 1975

e Census Bureau net in-migration
estimates for Utah (18K) less than
half of Utah Population Committee
(38K) estimates

e Early BEA population estimates
similar to Utah Population
Committee estimates, although
may be revised going forward to
conform to Census



More Utah Growth From In-Migration

Source: Kem C. Gardner Policy Institute



Where is Utah’s Population Growth Occurring?
Share of Utah Population Growth by County, 2022



Lands of Job Opportunities = Mountain West & South
State Pandemic Jobs Recovery through Nov 2022

Source: U.S. Bureau of Labor Statistics



Strength Signal:
Utah’s Strong Long-Term Job Growth Rate

Utah Ranks #4:
5.1% in 2021
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Strength Signal:

Broad-Based Utah Industry Growth Since Pandemic

Mining

Construction
Manufacturing

Trade, Trans., Utilities
Information

Financial Activity

Prof. & Bus. Services
Education & Healthcare
Leisure & Hospitality
Other Services

Government

Source: Utah Department of Workforce Services
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Strength Signal:
Higher Utah Labor Force Participation

Source: U.S. Bureau of Labor Statistics
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Mixed Signal:
Labor Markets (Too) Tight

Source: U.S. Bureau of Labor Statistics
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Where Did All the Workers Go?
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Where Did All the Workers Go?

Source: US Bureau of Labor Statistics

Kem C. Gardner Policy Institute DAVID ECCLES SCHOOL OF BUSINESS UNIVERSITY OF UTAH



Baby Boomer Retirements Heavily
Influence U.S. Labor Availability
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U.S. Prime-Age Workers Largely Back

75

Percent

70

Kem C. Gardner Policy Institute

DAVID ECCLES SCHOOL OF BUSINESS UNIVERSITY OF UTAH



U.S. Teenagers More Than Back
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U.S. College-Age Population = Opportunity to Attract Labor
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Mixed Signal:
With Tight Labor Markets, Nominal Wages Increasing...

Source: Federal Reserve Bank of Atlanta from U.S. Bureau of Labor Statistics
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What Incents Employees to Work?

* The days of always having cheap,

readily available labor are over in Non-Financial Benefits
Utah — adapt your systems to this (Purpose, Camaracerie
uture Opportunities)

new reality

e Governments also struggling to attract
employees

* |f needed, change your business model to
strategically plan to attract and retain
employees using:

* Wages
e Other Financial Benefits
* Non-Financial Benefits

Kem C. Gardner Policy Institute DAVID ECCLES SCHOOL OF BUSINESS UNIVERSITY OF UTAH



Corporate Profits as % of GDP (Still) Near All-Time Highs
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U.S. New Business Formation Remains Elevated



“Unprecedented” Federal Fiscal Stimulus
During Pandemic

Source: Congressional Budget Office and U.S. Bureau of Economic Analysis



Personal Saving Spiked During the Pandemic

Source: U.S. Bureau of Economic Analysis



Strength Signal:
Household Reserves High through 2022Q4

Source: Board of Governors of the Federal Reserve System



How Long Can High Consumer Spending Last?

Source: Bank of America



What Are Consumers Spending On?

Source: Bank of America



Mixed Signal:
Low Monthly Debt Service Payments

Household Debt Service Payments as % of Disposable Income, 1980 - 2022

Source: Board of Governors of the Federal Reserve System
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Scenario 2 —
Shallow Recession



Warning Signal:
Low Utah and U.S. Consumer Sentiment
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Source: Kem C. Gardner Policy Institute and University of Michigan



Monetary Policy Fell Behind the Curve

“I think we now understand better how little we
understand about inflation.”

Jerome Powell, Chair of the Federal Reserve, June
2022

“We see today that there is a bit of a savings
buffer still sitting for households, that may allow
them to continue to spend in a way that keeps
demand strong. This suggests we may have to
keep at this for a while.”

Esther George, President, Federal Reserve Bank of
Kansas City, November 2022



Warning Signal:
The (Continued) Sting of High Inflation



Warning Signal:
Increasing Interest Rates
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Warning Signal:
Interest Rates Likely to Increase Further

Inflation Rate at Start of Rate Hikes
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Mixed Signal:
Increasing Debt

Source: Bank of America



Warning Signal:
Increasing Delinquency Among Younger Households

Source: Bank of America
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Scenario 3 -
Decelerating Growth



Utah’s Diverse Economy Helps to
Balance Economy Between Sectors
(When Some Weak, Others Strong)

Source: Kem C. Gardner Policy Institute
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Disruptions Remain,
but Supply Chain Conditions Improved

Port of Los Angeles as busiest U.S. port

Port of New York and New Jersey replaces
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Year-Over Percent Change
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Mixed Signal: Moderating Home Price Increases
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Warning Signal: Housing Shortage Improved, but Persists
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Warning Signal:
Slowing Utah Construction and Real Estate Markets
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Understanding Utah’s Housing Affordability Challenge:
Most Homeowners Locked Into Lower Rates

Rate 6%+, 2.8%

Rate 5-6%, 8.59

Rate 4-5%, 16.5%

Source: FHFA, National Mortgage Database (NMDB®)



Commercial Real Estate Risk

COVID resiliency — Observed real estate properties surprisingly

resilient during pandemic.

New environment — Trend expected to change as the hybrid

work environment takes hold and new leases com due.

Headwinds — Property owners face dual headwinds of lower

demand and higher financing costs.

Source: Moody’s and Kem C. Gardner Policy Institute



Understanding Utah’s Housing Affordability Challenge

0, H H 0,
« Only about 30% of Utah % of Households by Income Category with Housing Costs Over 30% of Income

households have actual 100%
monthly payment over
30% of income

90%
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e Households with lower 70%
incomes and who rent
face greatest housing

challenge 0%
40%
* Theoretical median 30%
homeowner payment
(today’s prices and o
interest rates) about 10%
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Monthly Asking Rent Absolute Change
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Warning Signal:
A Decade of Wasatch Front Rent Increases in Two Years
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Strength Signal: Public Construction
May Partially Offset Private Construction Slowdowns

e State / local allocations of one-time federal ARPA money to
infrastructure

e Allocation of one-time and ongoing state/local General Fund and
Transportation Fund money

e Federal infrastructure and climate bills



Strength Signal: State Tax Collections



2023 Hard to Predict -

Calendar Quarters and Sectors Could Easily Fit Each Scenario

- International challenges continue
at 2022 levels



Silicon Valley Bank Financial Deposits
Quarterly Net Change

Inflows turned to outflows in the past year as

$200
clients burned cash amid the tech slowdown
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Silicon Valley Bank Estimated Deposits

$o_

2019 2020 2021 2022
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