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Signs of a Double Dip —
Look for Declines in these Main
Economic Categories

m Real GDP

m Real Income

m Employment

m Industrial Production

m Wholesale — Retail Sales
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Real Gross Domestic Product
Percent Change Quarter Ago, Annualized
1971 - 2011+

Source: Bureau of Economic Analysis Recession Periods
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* Data through 3rd quarter 2011
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Real Disposable Personal Income
Percent Change Year Ago
1971 - 2011+

Source: Bureau of Economic Analysis Recession Periods
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* Data through second quarter 2011
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US New Job Data
Change from Prior Month (S/A)
June 2010 — December 2011

Source: Bureau Labor of Statistics
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Industrial Production
Percent Change Year Ago
1973 - 2011*

Source: The Federal Reserve Board
Recession Periods

“Data through November 2011

ﬂ Elliott D. Pollack & Company

ﬂ Elliott D. Pollack & Company

Real Retail Sales U.S.
Percent Change Year Ago
1973 - 2011*

Source: Federal Reserve

Recession Periods

*Data through November 2011
**Three-month moving average
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Recession Indicators Summary:
Still Moving Upward
(Just VERY Slowly)

m Real GDP

m Real Income.(?)

m Employment

= [ndustrial Production

m Wholesale — Retail Sales
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Other Measures...
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Hours Worked
Percent Change from Year Ago
1976 — 2011*

Source: Bureau of Labor Statistics
Recession Periods
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*Data through third quarter 2011
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Consumer Summary:

m Jobs are being created but not quickly enough.

m Those that have jobs are spending a little more but
will remain cautious.

m Most of those that don’t have jobs probably won’t
anytime soon.

m Wealth levels are improving but people still feel
poor.
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Capacity Utilization Rate
1970 — 2011*

Source: The Federal Reserve Bank of Saint Louis
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“Data through November 2011
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Business Summary:

m Profits are high, but...

= Business spending on plant will be slow for now,
but getting closer to seeing some additional
investment.

= Hiring will still be relatively slow, but more
pressure to hire soon.

m Money still sitting on the sidelines?
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Deleveraging & Liquidity
Traps

m Consumers (& businesses) are worried,

m Thus, they are saving more and trying to get
out of debt,

m So, spending less than normal,

m Means less demand for products/services,

m Means less demand for labor and capital,
and falling profits,

m Means more worry for the employed (aka
consumers/businesses).
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Deleveraging & Liquidity
Traps

n Federal Government was already borrowing and
spending too much,

m “Stimulus” has also been inefficient,

m Thus, cannot afford more (so no Keynesian
spending opportunity),

» Monetary policy is now of limited benefit as well,

n Interest rates are low and little borrowing/lending.

n Need more certainty. How?
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What not to look at
just yet...
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U.S. Unemployment Rate

Source: Bureau of Labor Statistics

cession Periods
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*Data through Sep 2011
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Job Growth 2006

Source: US BLS

O Jobs growing
@ Top 10

@ Jobs declining
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Consumer Confidence
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*Data through September 2011
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Current
State and
Local Basics
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Job Growth 2009

- Source: US BLS

O Jobs growing
@ Top 10

@ Jobs declining
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Job Growth Update: Arizona Ranked 24th
November YTD 2011 vs. November YTD 2010

D Jobs growing
D Top 10
® jobs declining
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2011YTD_ 2010 YTD_Growth

T North Dakow 017 R
2 Texas 105616 103265  2.3%)
3 Utah 12044 11794 2.1%
4 Wyoming 2882 2825 2.0%
5 Oklahoma 15542 15247 1.9%)
6 Vermont 3022 2067 1.9%]
7 Nebraskn 9545 9385 1.7%]
8 Alaska 3308 3253 1.7%
9 Michigan 39182 38579 16%)
10 South Carolina 18317 18041 1.5%
11 0r 16227 15984 1.5%)
12 Louisiana 19093 18831 1.4%|
13 Ohio 50053 50263 14%
14 Kentucky 17918 17678 1.4%
15 California 140670 138799 1.3%)
16 Washington 28129 27762 13%)
17 New Hampshire 6300 6218 1.3%
18 Massachusetts 32249 31839 13%
19 Havail 5032 5859 1.3%
20 Pennsylvania 56759 56095  1.2%)
21 linois. 56660 56059 1.1%
22 Montana 4325 4282 1.0%
23 Comecticut 16206 16054 1.0%
24 Arizona 23067 23745  0.9%
25 lowa 14814 14680 0.9%
26 Temnessee 26324 26096 0.9%
27 1daho. 607.9 6027 0.9%
28 Wisconsin 27579 27342 09%
29 Arkansas 11724 11624 0.9%)
30 Minnesota 26588 26367  0.8%
31 New York 86145 85436  0.8%
52 oty s s owi /
33 Florida 72200 71686 0.7%)
34 South Dakota 4057 4028 0.7%
35 Maine 596.1 5021 0.7%
36 West Virginia 7506 7456 0.7%
37 Mississippi 10956 10885  0.6%
38 Virgi 36465 36256 0.6%
39 Rhode Island 4610 4585 0.5%)
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What to focus on
during the coming
years...
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1) Jobs
2) Population
3) Economic Base
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Sedona’s
Economic Base
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Local Economy

Hospitality and
retaillamusement make up
2/3rds of the employment

and gross revenue base.
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Sedona Employment

Sedona Population
Annual Percent Change 2001-2011 Annual Percent Change 1991-2011*
Source: U.S. Census, Office of Employ &F i istil Source: Bureau of Labor Statistics
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*Data through November 2011 ! Recession Periods

Llliott D. Pollack & Company.

= Recession Periods

Hiott D. Pollack & Company.

" JEE " JEE

Sedona Unemployment Rate
1990 - 2011*

Source: Bureau of Labor Statistics

Other Select
Trends/Examples...

ecession Periods

*Data through November 2011
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Greater Phoenix Population

Greater Phoenix Employment*
Annual Percent Change 1975-2012** Annual Percent Change 1976-2012*
Source: Department of Commerce, Research Administration t Source: Arizona State University & Department of C: , Research inistration
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* 2011 & 2012 forecast is from Elliott D. Pollack & Co.
I Recession Periods

LllioD. Pollack & Company. *2000-2010 estimates based on 2010 Census release

*Non-agrieulural wage & salary employment. Changed from SIC to NAICS reporting in 1990,

Recession Periods

% 2011& 2012 forecast s from Elliot D. Pollack & Co,

lliott D, Pollack & Company




]

Home Prices Indices

Greater Phoenix (October)

2000 — 2011*
Source: Macro Markets, LLC; AMLS Recession P
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We are who we are...
...for now
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Positives?
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Arizona Current Conditions
Summary:

m Weak population numbers for now.

m Weak employment numbers for now (rates
to lead the country soon though).

m Based on current activity, the full recovery
is still a ways away.

m But...what’s ahead?
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Job Growth 2666 2014/2015?

Source: US BLS

@ Jobs growing
@ Top 10

@ Jobs declining
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This is NOT a multi decade
recovery...

Think 2015 for full recovery

for most, but growth before
then.
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Benefiting from basic

demographic changes...

Negative Equity in Homes
Affects Ability to Sell or Buy

Source: First American Core Logic

47% of homes with
mortgages in Arizona
have negative equity.

(National average about 22%)
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Benefits of the “SUNBELT”

State forecast revisions in our future?

Tax Revenues?

VV Gains l&ed to Reach Previous Peak
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Economic
Competitiveness




Old Competitiveness Map —
will be Moving Up(??7?)
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Economic Development Summary:

m We will continue to grow faster than the rest
of the country over the long run.

= If we do things right we might even grow in
terms of quality.

m Coordination among all of the E.D. entities
will be critical.
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Something still needs
to be done about
statewide tourism

promotion.
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Future Conditions
Summary

'_
Performance Measures?

Falling far results in:

- Strong rates of growth that seemingly don’t
match the reported “levels” of activity.

- Strong rankings that seemingly don’t match
what we read in the paper.

- Panic and opinions that the world is 100%
different than before. Not necessarily true,
we need to maintain some perspective.
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“A Lost Decade,” but what
does this tell us about the
future?
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Basic Question:

a) Underlying fundamentals remain, we will grow, but we will need
to try harder.
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b) Break in underlying fundamentals, flat decade means no future.

B
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+ Economic and Fiscal Impact Analysis/Modeling
Real Estate Market and Feasibility Studies

Litigation Support

Revenue Forecasting

Keynote Speaking

Public Finance and Policy Development

Land Use Economics
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« Economic Development

7505 East Sixth Avenue, Suite 100 Scottsdale, Arizona 85251
480-423-9200 P / 480-423-5942 F / www.arizonaeconomy.com / info@edpco.com
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