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FRED -2 — A1 Employees: Total Nonfarm in Florida, Jan 2000100
) == All Employees: Total Nonfarm in Texas, Jan 2000=100
== All Employees, Total Nonfarm, Jan 2000=100

= Total nonfarm employment grew by a cumulative 40.9 percent in Florida from
Jan00 to Aug23, versus 49.6 for Texas, and 19.4 percent for the nation.

140
Notably, Florida and Texas are much farther above pre-Covid trends than is the
nation, with much of that due to population growth (natural growth + migration

130 in TX, inbound migration into FL)

Indesx

120

110

100

90
2002 2004 2006 20038 2010 2012 2014 2016 2013 2020 2022

Source: U.S. Bureau of Labor Statistics fred . stlouisfed.org



FRED -~

15

10

Fercent Change from Year Ago
i

-10

-15

== All Employees: Total Nonfarm in Florida
== All Employees: Total Nonfarm in Texas
== All Employees, Total Nonfarm

From Jan00 — Aug23, Florida nonfarm payrolls grew at an annual
average of 1.6%, versus 1.8% for Texas, and .8% for the nation.
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FRED ﬁ == Consumer Price Index for All Urban Consumers: All tems in U.S. City Average
) == Personal Consumption Expenditures: Chain-type Price Index
== Consumer Price Index for All Urban Consumers: All ltems Less Food and Energy in U.S. City Average

As of late 2023, inflation measures continue to be above the Fed’s 2% target rate, but
leading indicators suggest demand is slowing.

7 The Fed has raised interest rates to choke off economic growth and thus relieve inflation
pressure. The market now expects the Fed to pause, unless inflation data suggest
continued inflation pressure and/or jobs reports suggest an overheating economy.

The Fed got behind the curve in terms of timing, and is now walking a tightrope with
recession on one side and inflation on the other side. It may get both, i.e., “stagflation,”
but a “soft landing” now is substantially more likely than it was.
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FRED ./ == Effective Federal Funds Rate

== Market Yield on U.5S. Treasury Securities at 10-Year Constant Maturity, Quoted on an Investment Basis
== J0-Year Fixed Rate Mortgage Average in the United States

3
In 2022, the motto of the Fed was “higher, faster, longer.” Eleven hikes and 525 basis points later,
_the Fed has dropped “faster” and contemplates when it can afford to begin to ease. The emphasis
~ appears to have shifted to “longer,” so that we should not expect interest rate decreases until
2024, following further slowing in the economy.
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The State and National Economic Outlook

FL unemployment rate at 2.7 percent (Aug23), lower than all but 6 months of Jan76 —Jun22 period (a 572-month period),

TX unemployment rate at 4.1 percent (Aug23), lower than all but 39 months of Jan76 —Jun22 period,

U.S. unemployment rate at 3.8, lower than all but 30 months of same period.

Labor force participation (national) for ages 25 — 54 years at 83.5%, vs 83.1% in Jan20 and 79.9% in Apr20 (each 1% is 1 million workers)

Labor force participation (national) for ages 55 and above at 38.8%, down from 40.3% in Jan20, and modest recovery from 38.2% Covid trough
Sep23 median Fed forecast is for GDP growth (relative to previous year) at 2.1% for 2023, falling to 1.5% in 2024, and 1.8% in 2025 and 2026
Massive expansion of liquidity, from $.9 tr JulO8 to $4.1 tr Jan20 to $8.95 tr Apr22 before falling to 7.95 tr today.

FOMC has raised rates 11 times since Mar22, totaling 525 bp, now likely to hold.

US GDP has recovered to above pre-pandemic levels, hits $22,225 bn (inflation-adjusted 2017 S) in Q2 2023, with real GDP per capita of $66,341.

Near-term Risks

Fed still walking a tightrope with recession on one side and inflation on the other side, fears getting both, i.e., “stagflation”
Greatest near-term downside economic risks are from inflation, fiscal tapering, disorderly Fed tapering, rest of world recession
Despite strong top-line numbers, labor markets appear to be softening (part-time jobs are growing while full-time are not)

Hopes of a soft landing come from good (but softening) consumer wages and associated spending (stimulus checks now spent)

Longer term --

Florida jobs market faces quality challenges — more tourism and retiree services, less STEM and tech => falling income relative to U.S.
Federal government deficit rising dramatically due to COVID relief, demographics

Inflation still somewhat above target at 8%, but market expects a return to 2% to 3% in 2024, Ukraine/Gaza wars risks

Longer-term downside risks from decreased trade, decreased immigration, decreased population growth
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The U.S. population growth
rate has dropped to an all-
time low.

Our birthrates have fallen
to well below the rate
needed to replace those
who have died, and
immigration has fallen
sharply in recent years.

This should set off alarm
bells in terms of economic
growth and geopolitical
power.

Nations with large
populations of high
earning residents control
world economic and
geopolitical outcomes.

Figure 1.
Annual Percent Change in the U.S. Population: 1900-2021
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2000-2010 Intercensal Estimates.
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The global, national and local economies continue to risk recession as the Fed raises interest rates to
choke off inflation.

Just as the Fed raised short term rates dramatically in late 1979, with the key overnight rate going from
9% up to 22% by late 1980. This was to stop the inflation that had begun 15 years earlier with Nixon’s
borrowing to finance Vietnam war efforts. The last time inflation was above 5% was 2008, and before
that, 1990. Jay Powell’s Fed has raised rates to bring a halt to inflation but has been criticized for waiting
too long to begin tightening and having to raise sharply to catch up.

The economic sector that is most sensitive to interest rates is housing since most homes are purchased
with borrowed money. As the Fed slows the housing market, it will throw people out of work who
originate mortgages, dig footers, lay bricks, pound nails, make cabinets, dishwashers, hot water heaters,
and who sell homes.

There are good reasons to think that Florida will escape the worst of a national slowdown. Strong net
inbound migration (both domestic and international) to communities across Florida provided a 1.9%
annual growth rate in the most recent data — the highest among the 50 states. Demand from these new
families provides support for home prices generally, while persistently high labor and materials costs
have made new homes less affordable. Healthy home equity, low debt carrying costs and high new
home prices serve to lock homeowners into their existing residences. High home purchase prices and
carrying costs due to higher mortgage rates and property insurance rates will limit population growth
but will not be enough to cause sale prices to collapse.
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FRED s~/ == Federal Debt: Total Public Debt as Percent of Gross Domestic Product
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FRED ,;j == Producer Price Index by Commeodity: Inputs to Industries: Net Inputs to Single Family Residential
' Construction, Services, Sep 2015=100
== Producer Price Index by Commeodity: Inputs to Industries: Net Inputs to Residential Construction, Goods, Sep
2015=100
The cost of building a new house has risen dramatically since the end of the COVID-19
recession, due to supply chain problems, shortages, and labor costs. The price index

10 peaked in Jun22 but in late 2023 is still 51.5% above its Jan15 level.
LE

170

The high cost of building, along with higher mortgage interest rates, are key factors fueling
150 Florida’s affordability crisis. Insurance litigation, increased cost of rebuilding after storms,
and the massive destruction from Hurricanes Wilma, lan, Idalia and others have driven
14p insurance premiums higher. Higher insurance costs erode Florida’s affordability advantage
vis a vis the nation.

130 One important step that would decrease home construction costs nationally
would be to eliminate the tariff on imported Canadian lumber. Another would

12n be federal immigration reform to allow foreign construction workers into the
U.S. on a temporary basis.
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Evolution of Atlanta Fed GDPNow real GDP estimate for 2023: Q3
Quarterly percent change (SAAR)

6
Atlanta Fed
GDPNow estimate
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Year-Ahead Inflation Expectations

3.0

20

Jan 20159 Jul 2019 Jan 2020 Jul 2020 Jan 2021 Jul 2021 Jan 2022 Jul 2022 Jan 2023 Jul 2023

Source: Atlanta Fed Business Inflation Expectations (BIE) Survey

& Federal Reserve Bank of Atlanta




Multivariate Core Trend of PCE Inflation

TREND INFLATION = DECOMPOSITIONS

From:  Aug 2017 To: Aug 2023

= Multivariate Core Trend MCT probability band = === Headline PCE inflation (YoY) === Core PCE inflation (YoY)
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Even with the recent slowdown in the housing market, homeowners’
equity at the end of Q2 2023 is four times (on a nominal basis) what
it was in Q1 2000, suggesting that panic sales and a foreclosure crisis
are unlikely, even in the event of a recession.

2004 2006 2008 2010 2012 2014 2016

source: Board of Governors of the Federal Reserve System (US)

2013

2020 2022

fred.stlouisfed.org



FRED ﬁj’ == Mortgage Debt Service Payments as a Percent of Disposable Personal Income
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&3 Household debt service expense (in mid-2023) is modest relative to historical

0 averages, and home equity is large, so that a foreclosure crisis like that of the
' Great Recession will likely be avoided as the economy slows in 2024.
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EXHIBIT 1

Typology for homebuyer net migration based on metro population size

The COVID-19 pandemic resulted in a rapid acceleration of existing homebuyer migration flows out
of the country’s largest metro areas and into less densely populated areas.
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The pandemic, and growth in work-

from-home (WFH) drove migration Metro-level map of pre- and post-pandemic homebuyer net migration

The pandemic accelerated recent trends, leading to a threefold increase in net migration.
Of yOU nger Worke rs from Ia rger Metro areas experiencing net migration losses and gains are depicted by red and green, respectively.

metros to smaller ones, and to
Florida in particular. Key among
these were lower cost of living,
lower taxes, and fewer pandemic
restrictions.
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Among 190 metro areas analyzed using the CoStar
rental price data, Florida occupied 11 of the top 15
positions.

As Jay Lybik of CoStar noted: “People started saying,
‘Why am | staying in the Northeast where it’s freezing
cold, when | could move to [a Florida metro], have my
own apartment, and be outside all the time.” We saw
huge spikes in demand in those markets.”

Substantial price increases are indicative of an excess
of demand over supply. These price increases are a
market response that will send the signal to builders
and investors that more housing is needed, inducing
new construction.

The rent increases also increase the relative
attractiveness of purchasing vs. renting, so that recent
substantial increases in Florida home purchase price
are less likely to be reversed even as the Fed continues
to raise interest rates well into Spring 2023.

Metro areas with the fastest rent growth

Change in rent from the first quarter of 2020 to the first quarter of 2022

Search in table Page1of13 >
CHANGE DURING THE
METRO AREA MONTHLY RENT PANDEMIC
Naples-Marco Island, Fla. $1,991
North Port-Sarasota-Bradenton,
51,900
Fla.
Tampa-St. Petersburg-Clearwater,
P 5 $1,619
Fla.
Las Vegas-Henderson-Paradise,
& $1,376
Nev.
Phoenix-Mesa-Chandler, Ariz. $1,550
Cape Coral-Fort Myers, Fla. $1,679
Crestview-Fort Walton Beach-
. 51,493
Destin, Fla.
Port St. Lucie, Fla. $1,642
Jacksonville, Fla. $1,349
Orlando-Kissimmee-Sanford, Fla. $1,608
Savannah, Ga. $1,368
Palm Bay-Melbourne-Titusville, Fla. $1,437
Miami-Fort Lauderdale-Pompano
g $1,969
Beach, Fla.
Pensacola-Ferry Pass-Brent, Fla. $1,243

Fayetteville, N.C. $1,025




Millions of Florida residents

Composition by Age Cohort of Florida Population Change, 2000 - 2040
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Florida expects to add almost 3 million new seniors between the 2020 and
the 2040 censuses, more than triple the gain for any of the other cohorts
shown here.
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Billions of dollars per month

Florida Total Taxable Retail Sales by Month, Jan10 - Jul23, s.a.
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Following a crushing initial decline in taxable retail sales (68% in tourism,
55.0 35% in automotive, 29% in durables, 28% in non-durables), Florida
50.0 rebounded very strongly during the pandemic, as consumers with stimulus
. checks in their pockets spent freely on goods. _
45.0 This drove Florida tax revenues ever higher, until they flattened going into
summer 2022. Jul23 sales were back to Mar22 levels, and 5.4% below the
40.0 :
high of Feb23.
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Florida House Price Index, Jan0O - Jul23, Jan00= 100

400

350

300

250

200

150

100

50

gz-Inr
¢z-das
TZ-AON
TC-uer
0z-1eN
6T-AeN
8T-Inf
£ T-d3S
9T-AON
oT-uer
GT-JeN
yT-ABN
)
¢r-das
TT-AON
TT-uef
OT-JeN
60-ABN
80-Inr
£0-d3S
90-AON
90-uer
SO-JelA
0-AeN
€0-In(
20-das
TO-AON
TO-uer

Source: https://www.freddiemac.com/research/indices/house-price-index



90
80
70
60
50
40
30
20

10

o

NAHB/Wells-Fargo Housing Opportunity Index, Q1 14 -Q2 23
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The NAHB/Wells Fargo Housing Opportunity Index (HOI) for an MSA is defined as the share of homes sold in that
area that would have been affordable to a family earning the local median income, based on standard mortgage
underwriting criteria (includes estimated property taxes and property insurance as per ACS data).

The recent increase in mortgage interest rates, insurance costs, and the rise in house prices in 2021 — 2022, along
with household incomes that rose only modestly, have combined to severely reduce affordability.
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