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— Real Consumer Spending (% 2-quarter seasonally adjusted annual rate)
- Real Gross Domestic Product (% 2-quarter seasonally adjusted annual rate)

Are we in a recession?
* Recession: a significant decline in

economic activity spread across the :

economy lasting more than a few

months. 75 s
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Clouds on the Horizon Around the Globe

WORLD ECONOMIC OUTLOOK OCTOBER 2022

GROWTH PROJECTIONS BY REGION
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Fiscal policy tightening
as COVID support
expires

Monetary policy
tightening in response
to high inflation

China is slowing on a
structural basis ending
two decades as the
engine of global growth

Europe is at war with
lasting disruption to the
economy

Globalization to global
fragmentation



The US Recovery Outperformed Global Peers

Real GDP (Index 2019=100)
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Consumer Shifted Spending to Goods Adding to Supply Chain Pressures

Real Personal Consumption Expenditures (SAAR, Bil.Chn.20129)
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A Strong Recovery and Impaired Supply Side Contributed to High Inflation

— Consumer Price Index All Items (% Y/Y)
= = CPl: Goods Less Food & Energy (% y/y)
- CPI Services Less Energy Services (% y/y)
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High Inflation is Global and Central Banks are Responding with Higher Rates

Core Consumer Price Indexes Harmonized for Cross Country Comparison (% Y/Y)
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The Fed’s Balance Sheet: A New Dimension of Policy Tightening

— Spread of 30-Year Mortgage over 10-year Treasury yield (pp)
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Housing and Commercial Real Estate are Responding Rapidly to Higher Rates

== New and Existing Home Sales (Thous saar, left scale)
- - MBA: Mortgage Loan Applications for Purchase (SA, Mar-16-90=100, right scale)
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Home Prices are Falling after Extraordinary Appreciation

Thousands of 2022 dollars, SA
— S&P Corelogic Case-Shiller Home Price Index: US National (% 3m saar)
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The Labor Market Remains Strong Texas is a Mixed Bag

== All Employees: Total Nonfarm (SA, Mil)
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Job Gains Cooling Led by Policy Impacted Sectors

== Total Nonfarm Payrolls (SA, 3m avg change, thous)
=+ ADP Nonfarm Private Payroll Employment (SA, 3m avg change, thous)

10004 —Household Survey Employment (SA, 3m avg change, thous) - 1000
800 - 800
600 - 600
400- - 400
200 200

0\ V 0

2200+ - -200

I
JAN  MAR  MAY UL SEP NOV  JAN  MAR  MAY UL SEP

2021 2022
Sources: BLS, ADP/Haver/MacroPolicy Perspectives LLC

NOV

Nonfarm Payrolls (3m avg chg, SA, Thous)

== Financial Activities= = Transportation & Warehousing

60- . . .
== Construction=="1Information Services

474

33+

20+

=V ‘

-20-

2021 2022
Source: BLS/Haver/Macropolicy Perspectives LLC

JAN  MAR MAY Jut SEP NOV JAN- MAR  MAY Jut SEP NOV

- 60

- 47

-33

- 20

--20



Wage Growth is Moderating Without a Notable Rise in Unemployment

= Avg Hrly Earnings of Prod & Nonsupervisory Employees: Total Private (% 3m saar)
=+ Average Hourly Earnings of All Employees: Total Private (% 3m saar)
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Texas Employment and Population Have Grown Faster than US Overall

Job growth Sep. 2022/Feb. 2020 (percent)
15 -
12.3

10 9.1
7.5

50
2.3 21

45 36
I 2.2 o
0.3 0.2 0.7 - < 0.3
o | | [ ] o
oo

5 -2.6
-6.7
10 mU.S. ETexas
-12.0
-15
Total Trade, Prof. & Gov't Educ. & Leisure Mfg. Fin. Constr. Info. & Oil & Gas,
Transp. Bus. Serv. (15.2%) Health & Hosp. (6.9%) Activ. (5.8%) Other Sves  Mining Sup.
& Util. (15.3%) Serv. (10.4%) (6.6%) (5.0%) (1.3%)
(20.1%) (13.4%)

NOTE: Data show September 2022/Feb. 2020 non-annualized job growth. Numbers in parenthesis indicate share of total state employment for July.
SOURCES: Bureau of Labor Statistics; Texas Workforce Commission; FRB Dallas.




Job Gains in September Remained Solid and Broad Based

Job growth September 2022/August 2022 (percent)
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Labor Force Engagement is Mostly Recovered but Shortfalls Remain

Employment-Population Ratio (SA, %)
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Lower Wage Workers are Enjoying Greater Bargaining Power

5-year Annualized Population Growth 25+ by Educational Attainment Atlanta Wage Growth Tracker by Wage Quartile (12m avg % y/y)
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Texas Growth Losing Momentum

Dallas Fed Texas Economy Surveys ( >0 = expansion)

50.0

30.0

10.0

-10.0

-30.0

-50.0

-70.0 Manufacturing

----- Service Sector

-90.0 _
Retail

-110.0
Jan-11 Nowv-11 Sep-12  Jul-13 May-14 Mar-15 Jan-16 Nov-16 Sep-17 Jul-18 May-19 Mar-20 Jan-21 Nov-21 Sep-22



Conclusions

* The USis not in a recession, the job market is still strong

* But the Fed is trying to cool off high inflation through higher rates and
housing is cooling fast

* Multiple global headwinds point to downside risk

* Texas has outperformed in part due to a growing population but
momentum is slowing

* The demographics of the workforce are changing



