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U.S. Economic Indicators
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Latest forecast: 4.0 percent — May 9, 2018

“The GDPNow model estimate for real GDP growth (seasonally adjusted annual rate) in the second
quarter of 2018 is 4.0 percent on May 9, unchanged from May 3. The nowcasts of second-quarter
real consumer spending growth and second-quarter real private fixed investment growth inched
down from 3.1 percent and 5.6 percent, respectively, to 3.0 percent and 5.4 percent, respectively,
after Friday's employment report from the U.S. Bureau of Labor Statistics. The nowcast of the
contribution of inventory investment to second-quarter real GDP growth increased from 0.67
percentage points to 0.78 percentage points after this morning's wholesale trade release from the
U.S. Census Bureau.” — Pat Higgins, Economist, Federal Reserve Bank of Atlanta

Source: https:/Awww.frbatlanta.org/economy-matters/regional-economics/data-digests; 5/9/18
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Chicago Fed: Survey of Business Conditions

Activity Indexes: Overall and by Sector

“The Chicago Fed Survey of Business
Conditions (CFSBC) Activity Index

moved down to +6 from +20, suggesting
that growth in economic activity
/\ /\ /\ . remained at a moderate pacein late

™ V Februaryand March. The CFSBC
U\-/ s Manufacturing Activity Index declined

to+3 from +35, and the CFSBC
Nonmanufacturing Activity Index edged
downto +7 from +9.
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Survey Shows Growth Slowed Some in Late February and March

Respondents’ outlooks for the U.S. economy for the next six to 12 months deteriorated, but
remained optimisticon balance. Respondents with optimistic outlooks highlighted good
economic data, the federal tax reform, and increased demand for their firms’ products.
Respondents with pessimistic outlooks highlighted elevated policy uncertainty under the
current U.S. presidential administration, particularly in regard to trade policy.

The pace of current hiring picked up, though respondents’ expectations for the pace ofhiring
over the next six to 12 monthsmoved a bit lower. Both hiring indexes remained in positive
territory.

The pace of current capital spending increased, but respondents’ expectations for the pace of
capital spending over the next six to 12 months declined some. The currentcapital spending
index remained negative, and the capital spending expectations index turned negative.

The wage cost pressuresindex increased and moved into positive territory. In contrast, the
nonwage cost pressures index decreased, but continued to be positive.” — Laura LaBarbera,
Media Relations, Federal Reserve Bank of Chicago

Source: https://www.chicagofed.org/publications/cfsbc/index; 4/18/18
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Chicago Fed: Midwest Economy Index

MEI and the Seventh Federal Reserve District States

“The Midwest Economy Index (MEI) moved up
to +0.52 in March from +0.41 in February.
Contributions to the March MEI from three of
the four broad sectors of nonfarmbusiness
activity and three of the five Seventh Federal
Reserve District states increased from February.
The relative MEI declined to +0.13 in March
from +0.43 in February. Contributions to the
March relative MEI from three of the four
sectors and four of the five states decreased
e pmensmesssssaas [ from February.

Index Points to a Pickup in Midwest Economic Growth in March

The manufacturing sector’s contribution to the MEI edged up to +0.47 from +0.43 in February. Thepace
of manufacturingactivity increased in Indiana, lowa, Michigan, and Wisconsin, but decreased in Illinois.
Manufacturing’s contribution to the relative MEI declined to +0.32 in March from +0.55 in February. The
construction and mining sector’s contribution to the MEI increased to +0.07 in March from+0.01 in
February. The paceof constructionand miningactivity was stronger in Indiana, Michigan, and
Wisconsin, butunchanged in Illinois and lowa. Construct-ionand miningmadea contributionof+0.11to
therelative MEI in March, up from +0.06 in February.

The service sector contributed —0.04 to the MEI in March, downslightly from —0.03in February. The
pace of service sector activity was down in lowa, but up in Michigan and Wisconsin and unchanged in
Illinois and Indiana. Theservice sector’s contribution to the relative MEI decreased to —0.30 in March
from—0.20 in February. Consumer spending indicators made a contributionof+0.02 to the MEI in
March, up from—0.01in February. Consumer spending indicators were, on balance, up in lllinois,
Indiana, Michigan, and Wisconsin, but steady in lowa. Consumer spending’s contributionto therelative
MEI edged down to a neutral contribution in March from +0.02 in February.” — Laura LaBarbera, Media
Relations, Federal Reserve Bank of Chicago

Source: https://iwww.chicagofed.org/publications/cfnai/index; 4/30/18
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Chicago Fed: National Activity Index
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Index Points to a moderation in economic growth in March

“Led by slower growth in production-and employment-related indicators, the Chicago Fed National
Activity Index (CFNAI) declined to +0.10 in March from +0.98 in February. Three of the four broad
categories of indicatorsthat make up the index decreased from February, buttwo of the four categories
made positive contributions to the index in March. Theindex’s three-monthmovingaverage, CFNAI-

MAZ3, decreased to +0.27 in March from +0.31in February.
The CENAI Diffusion Index, which is also a three-month moving average, edged down to

+0.18 in March from +0.20 in February. Forty-four of the 85 individual indicators made positive
contributionsto the CEFNAI in March, while 41 made negative contributions. Twenty-five
indicators improved from February to March, while 59 indicators deteriorated and one was
unchanged. Ofthe indicators that improved, nine made negative contributions.” — Laura LaBarbera,

Media Relations, Federal Reserve Bank of Chicago

Source: https://www.chicagofed.org/publications/cfnai/index; 4/23/18
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Chicago Fed: National Activity Index

Index Points to a moderation in economic growth in March

Production-related indicators contributed +0.14 to the CFNAI in March, down from +0.54 in
February. Total industrial productionincreased 0.5 percent in March after increasing 1.1 percent in
February. The sales, orders, and inventories category made a contribution of +0.04 to the CFNAI
in March, down from +0.14 in February. The Institute for Supply Management’s Manufacturing
New Orders Index decreasedto 61.9 in March from 64.2 in the previous month.

Employment-related indicators contributed —0.07 to the CFNAI in March, down from +0.35 in
February. Nonfarm payrollsincreased by 103,000 in March after increasing by 326,000 in
February. The contribution of the personal consumption and housing category to the CFNAI
moved up to —0.01 in March from —0.06 in February. Housing starts increasedto 1,319,000
annualized units in March from 1,295,000 in February, and housing permits increased to 1,354,000
annualized units in March from 1,321,000 in the previous month.

The CFNAI was constructed using data available as of April 19, 2018. At that time, March data for
51 of the 85 indicators had been published. For all missing data, estimates were used in
constructing the index. The February monthly index value was revised to +0.98 from an initial
estimate of +0.88, and the January monthly index value was revisedto —0.26 from last month’s
estimate of +0.02. Revisions to the monthly index can be attributed to two main factors: revisions
in previously published data and differences between the estimates of previously unavailable data
and subsequently published data. The revisionto the February monthly index value was primarily
due to the former, while the revisionto the January monthly index value was primarily due to the
latter.” — Laura LaBarbera, Media Relations, Federal Reserve Bank of Chicago

Source: https:/iwww.chicagofed.org/publications/cfnai/index; 4/23/18 Returnto TOC



U.S. Economic Indicators

Texas Manufacturing Outlook Survey Production Index

Index, seasonally adjusted
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Growth in Texas Manufacturing Rebounds Strongly

“Texas factory activity rose markedly in April after posting slower growth in March, according to business
executives respondingto the Texas Manufacturing Outlook Survey. Theproductionindex, a key measure
of state manufacturing conditions, increased 11 pointsto 25.3.

Other indexes of manufacturingactivity alsorose sharply in April. The new orders and growthrate of
orders indexes jumped to their highest readings thisyear, 27.9 and 18.9, respectively. The capacity
utilization index climbed eight pointsto 18.7, and the shipments index rose nine pointsto 19.3.

Perceptions of broader business conditions remained highly positive on net in April. The general business
activity index was largely unchanged at 21.8, and the company outlook index edged up four points to
23.6. Bothindexes remained far above their average levels.

Expectations regarding future business conditions remained largely optimisticin April. The index of
future general businessactivity held steady at 31.9, and the index of future company outlook roseto 37.1.
Both readingsare significantly above average. Otherindexes for future manufacturingactivity pushed
further into positive territory.” — Emily Kerr, Business Economist, The Federal Reserve Bank of Dallas

Source: https:/iwww.dallasfed.org/research/surveys/tmos/2018/1804; 4/30/18
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U.S. Economic Indicators

Texas Service Sector Outlook Survey Revenue Index

Index, seasonally adjusted
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Texas Service Sector Activity Continues to Expand but at Slower Pace

“Texas service sector activity continued to increase in April, albeit at a slower pace than last month,
accordingto business executives responding to the Texas Service Sector Outlook Survey. Therevenue
index, a key measure of state service sector conditions, slipped from 20.0in March to 14.7 in April.

Labor market indicators reflected continued employment growth and longer workweeks this month. The
employmentindex remained largely unchanged at 15.9, a reading well above average. The hoursworked
index also was largely steady at 8.0.

Perceptions of broader economic conditions continued to reflect optimism in April. The general business
activity index edged up from 13.4to 14.5. The company outlook index fell five points, but remained
positiveat 12.7, with nearly 21 percent of respondents noting their outlook improved from last month and
8 percent noting it worsened.

Respondents’ exp ectations regarding future business conditions reflected slightly less optimismin April.
The index of future general businessactivity fell two pointsto 24.7, while the index of future company
outlook slipped seven pointsto 25, but both remained significantly above their average readings. Indexes
of future service sector activity, such as future revenue and employment, continued to reflect optimism
this month.” — Amy Jordan, Assistant Economist, The Federal Reserve Bank of Dallas

Source: https:/iwww.dallasfed.org/research/surveys/tssos/2018/1804.aspx; 5/1/18 N L U101S



U.S. Economic Indicators

Texas Retail Outlook Survey Sales Index
Index, seasonally adjusted
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Retail Sales Fall

“Retail sales declined slightly in April, according to business executives responding to the Texas Retail
Outlook Survey. Thesalesindex came in at -3.1 in April, downsignificantly from its March reading of
14.9. Inventories grew at a slower pace.

Labor market measures indicated slower retail employment growth and steady length of workweeks this
month. Theemploymentindex fell from17.2t09.6. The hoursworked index retreated to near zero.

Retailers’ perceptions of broader economic conditions were somewhat mixed in April . The general
businessactivity index turned negative for the first time in nearly a year, comingin at -1.6. Thecompany
outlookindex remained positive but fell from 6 to 1.5.” — Amy Jordan, Assistant Economist, The Federal
Reserve Bank of Dallas

Source: https:/iwww.dallasfed.org/research/surveys/tssos/2018/1804.aspx; 5/1/18  804/tssos1804.pdf; 5/1/18 RetUNIEALR



U.S. Economic Indicators

The Federal Reserve Bank of Kansas City
Tenth District Manufacturing Activity Expanded More Rapidly

“Tenth District manufacturing activity expanded more rapidly in April, with the composite index
matching its highest level in survey history, and optimism remained high for future activity.
Selling price indexes increased further, while raw material price indexes remained at high levels.

The month-over-month composite index was 26 in April, up from readings of 17 in March and 17
in February. The composite index is an average of the production, new orders, employment,
supplier delivery time, and raw materials inventory indexes. Factory activity accelerated at both
durable and nondurable goods plants, particularly for machinery, plastics, and chemicals. Month-
over-month indexes increased considerably.

The production index jumped from 20 to 33, and the shipments, new orders, and order backlog
indexes also rose. The employmentand new orders for exports indexes were unchanged. The raw
materials inventory index increased from 11 to 17, while the finished goods inventory index fell
slightly.

Year-over-year factory indexes were mixed but showed little change overall. The composite index
was basically unchanged at 36, while the production, shipments, and new orders indexes eased
slightly. The employment index inched lower from 37 to 35, while the order backlog and capital
expenditures indexes increased moderately. The raw materials inventory index edged higher from
30 to 32, while the finished goods inventory index decreased.

Most price indexes were little changed in April but remained at high levels. The month-over-
month finished goods price index edged higher from 24 to 29, while the raw materials price index
eased slightly. The year-over-year finished goods price index increased from 49 to 60, while the
year-over-year raw materials price index was unchanged. The future finished goods price index
moved up from 48 to 53, while the future raw materials price index moderated somewhat.” — Chad
Wilkerson, Vice President and Oklahoma City Branch Executive, The Federal Reserve Bank of
Kansas City

Returnto TOC
Source: https://www.kansascityfed.org/en/research/indicatorsdata/mfg/articles/2018/mfg-activity-expanded-rapidly-04; 4/26/18 S



U.S. Economic Indicators

Composite Index vs. a Month Ago
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The Federal Reserve Bank of Kansas City

“Future factory activity expectations were mixed but were still solid overall. The future composite

index slipped from 33 to 31, and the future new orders and order backlog indexes also fell. In
contrast, the future production and shipments indexes moved slightly higher, while the future

employment and capital expenditures indexes were largely unchanged. The future raw materials

inventory index edged down from 21 to 19, and the future finished goods inventory index also

decreased slightly.” — Chad Wilkerson, Vice President and Oklahoma City Branch Executive, The

Federal Reserve Bank of Kansas City

Source: https://www.kansascityfed.org/en/research/indicatorsdata/mfg/articles/2018/mfg-activity-expanded-rapidly-04; 4/26/18
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U.S. Economic Indicators

The Federal Reserve Bank of Kansas City
Labor Market Conditions Indicators (LMCI)

Activity increased modestly and
momentum remained high in March.

“The Kansas City Fed LMCI suggest the level of activity increased modestly and
momentum remained high in March. The level of activity indicator increased modestly in
March from 0.62 to 0.71, while the momentum indicator decelerated from 1.57 to 1.31.

The table in the current release shows the five labor market variables that made the largest
contributions to the increase in the activity indicator over the last six months and the five
variables that made the largest positive contributions to the momentum indicator in March
2018. The activity indicator increased 0.22 over the last six months. The largest
contribution came from an increase in job leavers. Eighteen variables made a positive
contribution, one variable made no contribution, and five variables made a negative
contribution. The momentum indicator was 1.31 in March, where the largest contributor to
momentum was expected job availability (University of Michigan). Sixteen variables made
a positive contribution, and eight variables made a negative contribution.” — Bill Medley,
Director, Public Affairs, The Federal Reserve Bank of Kansas City

Source: https://www.kansascityfed.org/en/research/indicatorsdata/Imci/articles/2018/labor -market-conditions-activity-increased-4; 4/16/18

Returnto TOC



U.S. Economic Indicators
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Largest Contributions to the LMCI

Contributions to the increase in the level of | Positive contributions to the momentum indi-

activity indicator over the last six months cator in March 2018

Job leavers Expected job availability (U of Michigan)
Percent of firms with positions not able to fill Initial claims

right now (NFIB)

Unemployed 27 or more weeks Manufacturing employment index (ISM)

Job availability index (Conference Board) Labor force participation rate

Unemployment forecast (Blue Chip) Expected job availability (Conference Board)

Note: Contributions are ordered from largest to smallest.

Source: https://www.kansascityfed.org/en/research/indicatorsdata/Imci/articles/2018/labor -market-conditions-activity-increased-4; 4/16/18 Returnto TOC



U.S. Economic Indicators

Empire State Manufacturing Survey
Business Activity Grows At A Somewhat Slower Pace

“Business activity grew at a solid clip in New York State, according to firms responding to the
April 2018 Empire State Manufacturing Survey. The headline general business conditions index, at
15.8, remained firmly in positive territory, although its seven-point decline from its March level
pointed to a somewhat slower pace of growth. Similarly, the new orders index and the shipments
index suggested ongoing, albeit more measured, growth, with the first index falling eight points to
9.0 and the second declining ten points to 17.5. Delivery times continued to lengthen, and
inventories moved higher. Labor market indicators pointed to a small increase in employmentand
significantly longer workweeks. The indexes for both prices paid and prices received remained
elevated. Firms’ optimism about the six-month outlook waned sharply, with the index for future
business conditions plunging twenty-six points to its lowest level in more than two years.

Manufacturing firmsin New York State reported that business activity continued to expand, though
at a somewhat slower pace than in March. The general business conditions index fell seven points
to 15.8. Thirty-eight percent of respondents reported that conditions had improved over the month,
while 22 percent reported that conditions had worsened. The new orders index fell eight points to
9.0, and the shipments index declined ten points to 17.5, indicating that orders and shipments
expanded, but less so than last month. Unfilled orders edged higher, and inventories increased.
The delivery time index was little changed at 15.6, a sign that delivery times continued to
lengthen.” — Richard Deitz and Jason Bram, The Federal Reserve Bank of New York

Source: https:/iwww.newyorkfed.org/survey/empire/fempiresurvey_overview; 4/17/18
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U.S. Economic Indicators
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U.S. Economic Indicators

Empire State Manufacturing Survey

Price Indexes Remain Elevated

“The index for number of employees declined three points to 6.0, a level pointingto a
modest increase in employment. Moving in the opposite direction, the average workweek
index climbed eleven points to 16.9, indicating a significant increase in hours worked. Price
increases remained elevated. The prices paid index edged down three points to 47.4, just
slightly below last month’s multiyear high. The prices received index was little changed at
20.7, a level suggesting ongoing moderate selling price increases.

Optimism Tumbles

Optimism about the six-month outlook plunged among manufacturing firms. The index for
future business conditions slipped twenty-six pointsto 18.3, its lowest level in more than
two years. After reaching its highest level in several years last month, the index for future
prices paid was little changed, indicating a widespread expectation that input prices would
increase in the months ahead. The index for future prices received edged higher. The capital
expenditures index posted its third consecutive monthly decline, though at 25.2, it suggested
that firms plan to increase capital spending in the months ahead.” — Richard Deitz and Jason
Bram, The Federal Reserve Bank of New York

Source: https:/iwww.newyorkfed.org/survey/empire/fempiresurvey_overview; 4/17/18
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U.S. Economic Indicators

Business Leaders Survey (Services)

Growth Slows

“Activity in the region’s service sector grew to a small degree, according to firms responding to the
Federal Reserve Bank of New York’s April 2018 Business Leaders Survey. Thesurvey’s headline
businessactivity index fell seven pointsto 4.1, pointingto a slower pace of growththanin March. The
business climate index moved down four pointsto 3.5, signaling that firms, on balance, regarded the
business climate as somewhat better thannormal. Theemploymentindex fell eight pointsto 10.1 andthe
wages index slipped four points to 39.2— indicating that bothemployment and wages continued to
increase, though at a slower pace than last month. Theprices paid index was little changed at 50.6,
suggesting ongoingwidespread input price increases, and the selling price index increased three pointsto
reach another multiyear high. Indexes assessingthe six-month outlook fell sharply, signaling that
optimismabout future conditions waned considerably.

Business activity in the region’s service sector continued to grow in April, though only modestly. The
headline businessactivity index moved down for a third consecutive month, fallingseven pointsto 4.1.
Thirty-three percent of respondents reported that conditions improved over the month, while 29 percent
said that conditionsworsened. The businessclimate index fell four points, though it remained positive at
3.5, signaling that, on balance, firms viewed the business climate as better than normal, thoughonly to a
small degree.

Price Indexes Remain Elevated

The employmentindex fell eight pointsto 10.1, indicating thatemployment increased at a slower pace
than in March. Thewages index moved down four points to 39.2, pointing to a somewhat slower pace of
growth inwages. Theprices paidindex, at 50.6,was little changed, indicating that input price increases
remained elevated. The prices received index moved up three points to 24.8, again reaching its highest
level in morethan six years, pointingto a continued accelerationin selling prices. The capital spending
index came in at 12.0, suggesting that capital spending continued to increase moderately.” —Jason Bram
and Richard Deitz, The Federal Reserve Bank of New York

Source: https:/iwww.newyorkfed.org/medialibrary/media/survey/business_leaders/2018/2018 04blsreport.pdf; 4/16/18 Returnto TOC



U.S. Economic Indicators
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Business Leaders Survey (Services)
Optimism Wanes Considerably

“Businesses were much less optimistic about the six-month outlook in April than in recent
months. The index for future business activity slid fifteen points to 29.0, its lowest level
since October of last year, and the index for future business climate retreated nine pointsto

19.4. The index for planned capital spending increased five points to 29.5.” — Jason Bram
and Richard Deitz, The Federal Reserve Bank of New York

Source: https://www.newyorkfed.org/medialibrary/media/survey/business_leaders/2018/2018_04blsreport.pdf; 4/16/18 Returnto TOC



U.S. Economic Indicators

The Federal Reserve Bank of New York Nowcast

2018:Q2

Last Relesase 11-158m EST Mey 11, 2018

& The New York Fed Staff Nowcast O Advance GDP estimate [ Latest GDP estimate
M Housing and construction M Manufacturing B Surveys M Retail and consumption B Income Labor International trade M Others

Percent (annual rate)

Expand
35
Data Flow (May 11, 2018)
30 W\_‘ Nowcast
Model . GDF
o Update ReleaseDate  Data Series Actual Impact Growth
L
May 11 297
20 &:30AM May 11 Export price index 0.55 0.02
8:30AM May 11 Import price index 0.32 0.01
15 &:30AM May 10 CPI-U: All tems less food and 0.10 -0.01
energy
0 8:30AM May 10 WICPI-U: All items 022 002
05 &:30AM May 09 PPI: Final demand 0.09 -0.01
&}
10:00AM May 08 W JOLTS: Total job openings 472.00 -0.02
i} Data revisions 0.02
May 04 296
0.5

Source: Authors' calculations, based on data accessed through Haver
1.0 Analytics.

Mar Mar  Mar Apr Apr May May Jum Jun Jul Jul
0z, 16 30 13 i 1n 25 08 22 06 20
2018

Notes: We start reporting the Nowcast for a reference quarter about one month before the quarter begins; we stop updating it about one month after the quarter
closes. Colored bars reflect the impact of each broad category of data on the Nowcast; the impact of specific data releases is shown in the accompanying table.

May 11, 2018: Highlights
 “The New York Fed Staff Nowcast stands at 3.0% for 2018:0Q2.

* News from this week's data releases left the nowcast for 2018:Q2 broadly unchanged.” — The
Federal Reserve Bank of New York

Source: https:/iwww.newyorkfed.org/research/policy/nowcast; 5/11/18
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U.S. Economic Indicators

The New York Fed Staff Forecast — April 2018

“... In our forecast released last April, we projecteda Q4/Q4 growth rate of real GDP of about

2 percent for 2017. The staff projected slower growth of consumer spending owing to the aging of
the durable goods cycle, and anticipated a significant drag on growth from the international trade
sector, while business fixed investment and residential investment were expected to make more
meaningful growth contributions.

As it turned out, GDP growth in 2017 was 2.6 percent. Consumer spending and business fixed
investment, particularly business equipment investment, were stronger than expected. The firmer
growth of consumer spending resulted from solid income growth, a large rise in wealth, and robust
consumer confidence. The stronger pace of growth of business investment in new equipment
appears to have been driven by increased business confidence as manufacturing activity around the
globe began to recover quite rapidly. Also, the foreign trade drag was smaller than anticipated
owing to unexpected strength in exports combined with weaker than expected growth of imports,
which we attribute to the impact of a domestic inventory correction. Partly offsetting these positive
factors, residential investment was weaker than we anticipated.

Growth 1n 2017 was notably above our estimate of the economy’s potential growth rate

(1%4 percent), contributing to a pronounced decline in the unemployment rate to 4.1 percent in
2017:Q4, which was below our projection of last April. Even as unemployment declined, inflation,
as measured by the four-quarter change in the core personal consumption expenditure (PCE) price
index, was 1.5 percent, below both that of the previous year and our forecast. This slowing in core
PCE inflationis viewed as transitory and largely attributable to a few items, such as cellular
telephone services and prescription drugs, which have small weights but experienced quite large
changes in their growth rates.” — Jonathan McCarthy, Vice President, Richard Peach, Senior Vice
President, and Robert Rich, Assistant Vice President; Research and Statistics Group; The Federal
Reserve Bank of New York

Source: http:/libertystreeteconomics.newyorkfed.org/2018/04/just-rel eased-th e-new-york-fed-staff-forecast-april-2018.html; 4/14/18
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U.S. Economic Indicators

The New York Fed Staff Forecast — April 2018

“Last year’s forecast for 2018 envisioned that GDP growth would slow to near our estimate of
potential growth as monetary policy and financial conditions tightened and the expansion
continued to age. The unemployment rate and the labor force participation rate were expected to be
roughly stable over the year, with productivity growth gradually moving up to its long-term trend
of 1% percentto 1% percent (on a nonfarm business sector basis). Inflationwas expected to be
slightly above 2 percent: the overshoot of the FOMC’s objective was anticipated to be small owing
to well-anchored inflation expectations.

We now anticipate that real GDP growth for 2018 will be 2% percent— a full percentage point
higher than our year-earlier forecast— despite indications of sluggishness for the first quarter.
Several important developments underlie our higher growth projection. First,as mentioned above,
the U.S. economy gathered substantial momentum over the second half of 2017. Second, a fair
amount of fiscal stimulus has been enacted in recent months. The Tax Cuts and Jobs Act (TCJA) is
expected to boost consumer spending and business investment in 2018. In addition, the Bipartisan
Budget Act of 2018 (BBA 2018) is expected to boost federal spending over the second half of 2018
and into 2019.

We expect the fundamentals for consumer spending to remainsolid — in part because of the effect
of the personal income tax cuts on disposable income — and thus project real consumer spending
growth to be well maintained through most of the year. With home prices still rising briskly owing
to tight supply, we anticipate that residential investmentwill grow faster in 2018 than it did in
2017, despite rising mortgage rates. The various provisions of the TCJA related to businesses are
anticipated to help support growth of business investment over the year. The major restraining
force on GDP growth is expected to be international trade, reflecting faster growth of imports and
slower growth of exports.” — Jonathan McCarthy, Vice President, et al.; Research and Statistics
Group; The Federal Reserve Bank of New York

Source: http:/libertystreeteconomics.newyorkfed.org/2018/04/just-rel eased-th e-new-york-fed-staff-forecast-april-2018.html; 4/14/18 Returnto TOC



U.S. Economic Indicators

The New York Fed Staff Forecast — April 2018

“With growth expected to remain appreciably above its potential rate in 2018, we expect the
unemployment rate to move down to around 3% percent by the end of the year, which is below our
estimate of the unemployment rate associated with stable inflation (4% percent). We anticipate that
the decline in the unemployment rate will be attenuated by a gradual increase in the labor force
participationrate. Underlyinginflation,as measured by the core PCE price index, is projected to
be slightly above the FOMC'’s longer-run objective of 2 percent by the end of the year.

For 2019, we expect financial conditions to continue to tighten but GDP growth to moderate only
slightly. We anticipate that most expenditure categories will maintaintheir pace of growth in 2019,
with a slowdown in the growth of business equipment investment offset by the effects of higher
government spending associated with the BBA 2018. With GDP growth expected to remain above
potential and productivity growth near its long-term trend of 1% percent to 1% percent (on a
nonfarm business sector basis), the unemployment rate is expected to decline to about 3% percent.
We see the labor force participation rate continuing to rise, and again, acting to temper the decline
in the unemployment rate. Inflation is expected to be modestly above 2 percent, but inflation
expectations are assumed to remain well-anchored.” — Jonathan McCarthy, Vice President, et al.;
Research and Statistics Group; The Federal Reserve Bank of New York

Source: http:/libertystreeteconomics.newyorkfed.org/2018/04/just-rel eased-th e-new-york-fed-staff-forecast-april-2018.html; 4/14/18

Returnto TOC


http://www.federalreserve.gov/monetarypolicy/files/FOMC_LongerRunGoals_20160126.pdf
http://www.federalreserve.gov/monetarypolicy/files/FOMC_LongerRunGoals_20160126.pdf
http://www.federalreserve.gov/monetarypolicy/files/FOMC_LongerRunGoals_20160126.pdf
http://www.federalreserve.gov/monetarypolicy/files/FOMC_LongerRunGoals_20160126.pdf
http://www.federalreserve.gov/monetarypolicy/files/FOMC_LongerRunGoals_20160126.pdf

U.S. Economic Indicators

The New York Fed Staff Forecast — April 2018
Comparison to the Blue Chip Forecast

“Next, we compare the New York Fed staff forecast to the consensus forecast from the April Blue
Chip Economic Indicators, published on April 10. The forecasts for growth are broadly similar for
both 2018 and 2019, with the Blue Chip consensus forecast slightly higher than the staff forecast
for 2018 and slightly lower than the staff forecast for 2019. For the unemployment rate, the Blue
Chip consensus forecast and the New York Fed staff forecast are similar, with the staff forecast
slightly below the Blue Chip consensus at the end of 2019.

The Blue Chip asks for projections of inflation as measured by the consumer price index (CPI),
rather than the overall or core PCE price index. The Blue Chip consensus forecast for CPI inflation
Is 2.3 percent in 2018 and 2.2 percent in 2019. The New York Fed staff projections for total PCE
inflationare 2.1 percentin 2018 and 2.3 percentin 2019. Given the typical divergence between
CPI and PCE inflation, the Blue Chip consensus and staff forecasts for inflation appear similar for
2018, but the staff forecast suggests higher inflation for 2019.

Risks to Staff Forecast

An important part of the staff analysis of the economic outlook is the assessment of the risks to the
forecast. The staffsees the risksto our projection for growth as roughly balanced. A significant
upside risk is the possibility that the tax cuts and government spending increases provide more
stimulus than we anticipate. A key downside risk is a pull-back on spending resulting from
possible trade frictions or from an escalation of geopolitical risks. For inflation, we see the risks as
skewed modestly to the upside. The primary upside risk is that a boost to aggregate demand
induced by the fiscal stimulus will push inflation higher more quickly than anticipated. Thisrisk is
partly offset by the possibility that a realization of downside real risks would also damp inflation
and inflation expectations.” — Jonathan McCarthy, Vice President, et al.; Research and Statistics
Group; The Federal Reserve Bank of New York

Source: http:/libertystreeteconomics.newyorkfed.org/2018/04/just-rel eased-th e-new-york-fed-staff-forecast-april-2018.html; 4/14/18
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U.S. Economic Indicators

April 2018 Manufacturing Business Outlook Survey

Current Indicators Suggest Continued Growth

“Results from the April Manufacturing Business Outlook Survey suggest continued growth for the
region’s manufacturing sector. Although the survey’s indexes for general activity and employment
improved sslightly, the indexes for new orders and shipments moderated. The firmsalso reported
higher prices for both inputs and their own manufactured goods this month. The survey’s future
indexes, measuring expectations for the next six months, reflected continued optimism.

The diffusionindex for current general activity edged 1 point higher, from 22.3 in March to 23.2
this month (see Chart 1). Nearly 37 percent of the manufacturers reported increases in overall
activity this month, while 14 percent reported decreases. The indexes for current new orders and
shipments remained positive but fell 17 points and 9 points, respectively.

The firms continued to report overall increases in employment. Over 31 percent of the responding
firms reported increases in employment, while 4 percent reported decreases this month. The
currentemployment index edged 2 points higher to 27.1, its highest reading in six months. The
firms also reported a longer average workweek this month: The current average workweek index
increased 9 points.” — Mike Trebing, Senior Economic Analyst, The Federal Reserve Bank of
Philadelphia

Source: https://iwww.philadelphiafed.org/research-and-data/regional-economy/business-outlook-survey/2018/bos0418; 4/19/18
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U.S. Economic Indicators

Chart 1. Current and Future General Activity Indexes
January 2007 to April 2018
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Note: The diffusion index is computed as the percentage of respondents indicating an increase
minus the percentage indicating a decrease; the data are seasonally adjusted.
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U.S. Economic Indicators

Chart 2. Current Prices Paid and Prices Received Indexes
January 2007 to April 2018
Diffusion Index
80
60 —— ¥
/\‘ Prices Paid ’I
40
20
O
50 Prices Received
la0 —
_60 L 1 1 1 1 1 1 1 1 1 1 1
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Note: The diffusion index is computed as the percentage of respondents indicating an increase
minus the percentage indicating a decrease; the data are seasonally adjusted.

April 2018 Manufacturing Business Outlook Survey

Price Indexes Suggest Increasing Prices

“Price increases for purchased inputs were reported by 59 percent of the manufacturers this month,
up notably from 44 percentin March. The prices paid diffusion index increased 14 points to its
highest reading since March 2011 (see Chart 2). The current prices received index, reflecting the
manufacturers’ own prices, increased 9 points to a reading of 29.8, its highest reading since May
2008.” — Mike Trebing, Senior Economic Analyst, The Federal Reserve Bank of Philadelphia

Source: https://iwww.philadelphiafed.org/research-and-data/regional-economy/business-outlook-survey/2018/bos0418; 4/19/18 Returnto TOC



U.S. Economic Indicators

April 2018 Manufacturing Business Outlook Survey
Firms Remain Optimistic

“The diffusion index for future general activity decreased from 47.9 in March to 40.7 this month
(see Chart 1). Nearly 50 percent of the firms expect increases in activity over the next six months,
while 9 percent expect declines. The future new orders index fell 12 points, while the future
shipmentsindex rose 5 points. Slightly more than 68 percent of the firms expect price increases for
purchased inputs over the next six months, and 50 percent expect higher prices for their own
manufactured goods. Nearly 42 percent of the firms expect to add workers over the next six
months. Although the future employmentindex declined 3 points, it remains at a high reading of
34.6.

Firms Expect Higher Capital Spending in 2018

In special questions this month, firms were surveyed about their capital spending plans for 2018
compared with actual spending levelsin 2017. Most of the special questions were also asked last
April. Nearly 53 percent of the firmsindicated that total capital spending would increase this year
compared with 2017, while 19 percent indicated that spending would decrease. Over 27 percent of
the firms indicated that the recent tax changes had positively affected their planned capital
spending for 2018. Nearly 19 percent of the firms were not yet sure of the impacts on spending
plans. The need to replace capital goods and expected high sales growth were the most cited
reasons for the increase in capital spending plans. Among the firms that indicated that capital
spending would increase, 71 percent indicated that the majority of the spending would occur in the
second half of the year. Among the firmsthat do not plan to increase capital spending, the most
cited reasons were limited need to replace capital goods and information technology equipment.”—
Mike Trebing, Senior Economic Analyst, The Federal Reserve Bank of Philadelphia

Source: https://www.philadelphiafed.org/research-and-data/regional-economy/business-outlook-survey/2018/bos0418; 4/19/18
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U.S. Economic Indicators

April 2018 Manufacturing Business Outlook Survey

Summary

“Responses to the April Manufacturing Business Outlook Survey suggest continued growth
for the region’s manufacturing sector. The indexes for general activity, new orders,
shipments, and employment all indicated continued expansion this month. The indexes for
prices paid and received also increased notably this month. In responses to special
questions, over half of the firms indicated plans to increase capital spending this year.
Looking ahead six months, the firms continued to be optimistic about the outlook for

manufacturing activity.” — Mike Trebing, Senior Economic Analyst, The Federal Reserve
Bank of Philadelphia

Source: https://iwww.philadelphiafed.org/research-and-data/regional-economy/business-outlook-survey/2018/bos0418; 4/19/18 Returnto TOC



Philadelphia Fed: GDPplus

GDPplus: An Alternative Measure of Real U.S. Output Growth
Last Updated: April 27, 2018
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Sources: Bureau of Economic Analysis (BEA) and NBER via Haver Analytics. Federal Reserve Bank of Philadelphia.
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Philadelphia Fed

March 2018 State Leading Indexes
(Expected 6-Month Change in State Coincident Indexes)
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“The Federal Reserve Bank of Philadelphiahas released the leading indexes for the 50 states for March
2018. Theindexes are a six-month forecast of the state coincident indexes (also released by the Bank).
Forty-nine state coincident indexes are projected to grow over the next six months, and oneis projectedto
decrease. For comparisonpurposes, the Philadelphia Fed has also developed a similar leading index for
its U.S. coincident index, which is projected to grow 1.5 percentover the next six months.” — Daniel
Mazone, Research Department, The Federal Reserve Bank of Philadelphia

Source:; https://www.philadelphiafed.org/-/media/research-and-data/reg ional-economy/index es/leading/2018/LeadingIndexes0318.pdf?; 5/3/18
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U.S. Economic Indicators

The Federal Reserve Bank of Richmond

Fifth District Manufacturing Firms Reported
Weakening Business Activity in April

“Results of the most recent survey from the Richmond Fed suggest that Fifth District
manufacturing activity slowed in April. The composite index dropped sharply from 15 in
March to —3 in April, its first negative reading since September 2016. The index was
weighed down by a contraction in shipments and new orders; however, its third component,
employment, rose slightly and remained in expansionary territory. The negative reading of
the local business conditions index also suggested worsening conditions for District
manufacturers, but surveyed firms were generally optimistic that they would see overall
growth in the next six months.

Survey results indicate that capital expenditures and wages increased among District
manufacturing firms in April as both indicators reached record-high values of 31 and 27,
respectively. Despite rising wages, firms continued to report difficulty in finding necessary
skills.

Firms saw increased growth in prices paid in April, but growth of prices received continued

to slow. Manufacturers expected to see faster growth in both prices paid and prices received
in the coming months.” — Jeannette Plamp, Economic Analyst, The Federal Reserve Bank of
Richmond

Source: https:/iAwww.richmondfed.org/research/regional_economy/surveys_of business_conditions/manufacturing/2018/mfg_04_24 18; 4/24/18
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U.S. Economic Indicators

The Federal Reserve Bank of San Francisco
FRBSF FedViews

* “The U.S. economy is in the second-longest expansion in its history. The labor marketis
booming, consumer and business spending are solid, and all other key economic indicators are
flashing green. Added boosts are coming from a number of tailwinds, including supportive
financial conditions, strong global growth, and the recent fiscal stimulus.

« Over the next few years, we expect real GDP growth to average around 2%2%, well above its
sustainable pace of 1%%. This faster pace of growth will put further downward pressure on
unemployment and contribute to the gradual rise of inflation, bringing it closer to the Fed’s 2%
target.

e Our view is similar to the Federal Open Market Committee’s March 2018 median projections,
which point to sustained above-trend growth, significant undershooting on unemployment, and
inflation settling in near its 2% target.

* To navigate the economy’s return to its long-run sustainable pace, the FOMC projects ongoing
gradual increases in the federal funds rate through 2020. The current median path has the funds
rate peaking modestly above the estimated longer-runvalue.

« Achieving a smooth landing in the economy requires monetary policymakers to balance the risk
of letting the economy run hot, potentially triggering high inflation, with the risk of removing
accommodation too quickly, leaving prospective workers waiting for job opportunities.” —
Mary Daly, Executive Vice President and Director Of Research , The Federal Reserve Bank of
San Francisco

Source: https:/iwww.frbsf.org/economic-research/publications/fedviews/2018/april/april-12-2018; 4/12/18 Returnto TOC



U.S. Economic Indicators

The Federal Reserve Bank of San Francisco
FRBSF FedViews

*  “On the “running the economy too hot” side, an ever-tightening labor market risks creating a
surge in wage inflation that will lead to an unwanted pickup in price inflation. However, there
is little sign of thisin the data. Wage growth is ratcheting up fairly slowly. And relativeto the
unemployment rate, which long ago surpassed its previous low, wage inflation remains
subdued, running about a percentage point below its pre-recession peak.

» Looking across regions, industries, and occupations, the story is similar. Wage growth is faster
in the Pacific region, where labor markets are running especially hot, and for high-skilled
workers, who are in short supply. But overall, there is little evidence of any outsized
divergence in wage growth across groups that could lead to a sudden and unwanted surge in
aggregate wage inflation.

» Notably, even if such a surge were to occur, it is unlikely to show through immediately to price
inflation. Over the past 50 years, the contemporaneous link between wage and price inflation
has fallen. Before 1985, when inflation was high and workers’ salaries were more likely to be
automatically adjusted for cost-of-living increases, the correlation between wage growth and
price inflationwas 0.95. Since 1985, this correlation has averaged 0.29, and since the Great
Recession it has been around 0.12. This means that, should wage inflation unexpectedly pick
up, the FOMC would have time to adjust policy to limit the impact on overall price inflation.

*  On the “pulling accommodation away too quickly” side, the risk is that the economy may have
more labor market slack than is currently measured by the unemployment rate and that Fed
tightening could leave prospective workers on the sidelines and out of the labor force.” — Mary
Daly, Executive Vice President and Director Of Research, The Federal Reserve Bank of San
Francisco

Source: https:/iwww.frbsf.org/economic-research/publications/fedviews/2018/april/april-12-2018; 4/12/18 Returnto TOC



U.S. Economic Indicators

The Federal Reserve Bank of San Francisco
FRBSF FedViews

*  “One way to gauge whether the economy has unmeasured labor market slack is to look at the
labor force participation rate, which measures the share of the working-age populationthat is or
has been looking for a job. Although labor force participation has gone up slightly for workers
ages 25-54 over the past few years, we expect few additional gains, consistent with projections
from the Congressional Budget Office. This is because the factors holding back participation
among these prime-age workers are more structural (lifestyle choices, job polarization, skills
mismatch) than cyclical.

* Most importantly, aggregate labor force participation in the United States is on a downward
trend due to the unstoppable forces of demographics. Baby boomers are retiring and the
generations behind them are smaller. Together, these forces are set to pull down labor force
participation for the foreseeable future.

» But there is room to boost labor force participation inthe longer run. Compared with our
industrialized competitors,amuch smaller fraction of prime-age adults ages 25-54 participates
inthe U.S. labor force. Some of this difference owes to lifestyle choices, but other factorsalso
are at work, particularly cross-country gaps in educational attainment, which have left many
American workers underprepared for the jobs being created. Bringing the skillsand training of
U.S. workers more in balance with employer demands is one way to increase the share of
working-age Americans who participate inthe labor market

In sum, the U.S. economy is very strong and the outlook is bright. There are few signs that we are
in danger of runaway inflation or that the gradual pace of policy normalization the FOMC projects
will leave large swaths of potential workers without jobs. That said, there is room to increase the
share of adults who participate inthe labor markets. This will require structural changes that bring
workers’ skills in line with the demands of our changing economy.” — Mary Daly, Executive Vice
President and Director Of Research , The Federal Reserve Bank of San Francisco

Source: https://iwww.frbsf.org/economic-research/publications/fedviews/2018/april/april-12-2018; 4/12/18 Returnto TOC
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Gradual normalization of policy
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U.S. Economic Indicators

Labor force participation on downwardtrend
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Global Economic Indicators

The Federal Reserve Bank of Dallas
Global Economic Outlook Remains Strong

“Real world output growth excludingthe U.S. camein at 3.4 percent in 2017, and forecasts call for
continued strong growthin 2018 and 2019 (Table 1). The Dallas Fed’s Database of Global Economic
Indicators (DGEI) forecasts 2018 world (excluding U.S.) real gross domestic product (GDP) growth at 3.2
percent. Advanced economiesexcludingthe U.S. areexpected to grow 2.1 percent, while emerging
countriesare expected to expand 4.3 percent.

World Economic Outlook forecasts fromthe International Monetary Fund (IMF) were consistent with
DGE]I, predicting strong global economic growth in both 2018 and 2019.[1] The IMF’s forecasts for world
growth in 2018 and 2019 were each 20 basis points higher in April than in October 2017.

Economicexpansionin 2017 was broad based, with the IMF’s global growth aggregate at its highest level
since 2011. Two-thirds of the countries in the aggregate experienced faster growth in 2017 than in 2016—
the largest share since 2010.

The IMF’s advanced-economy aggregate increased 60 basis points in 2017, a solid performance, in part
due to increased fixed capital formationand inventory building in advanced economies. Canadawas the
strongest performer amongadvanced economies with real GDP growth of2.9 percent in 2017.

Annual output growth in emerging economies was led by increases of 7.3 percent in India and 6.8 percent
in China. Russiahad the weakest performance, with its annual growthweighed down to 1.0 by a fourth -
quarter contraction of 1.8 percent. The IMF attributes faster growth in emerging and developing countries
to an acceleration in private consumption.

Higher commodity prices and increased fixed investment in commodity-exporting countries, notably
Brazil and Russia, were importantdrivers of the pickup in global GDP growth. Investment growth slowed
in Chinaand India but was offset by higher net exportsand consumption.”— Everett Grant, Research
Economistand Daniel Crowley, Research Analyst; Globalization Institute, The Federal Reserve Bank of
Dallas

Source: https:/Awww.dallasfed.org/en/institute/update/2018/int1803.aspx; 5/4/18
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Global Economic Indicators

Table 1: Real GDP Growth

Observed IMF's World Economic Qutlook forecasts
¥/ Q8 Quarter Year 2018 2019

United States 2.9 23 h zo18 2.9 2.7
World (ex. U.5.) 3.4 3.1 Q4 2017 - -

Advanced (ex. U.5.) 2.6 1.9 Qa 2017 - -

Canada 2.9 1.7 Qa 20Ny 21 2.0
Euro area 2.6 z2.4 Q4 2o0N7 2.3 1.9
Japan 21 1.6 Q4 2017 12 0.9
United Kingdom 1.2 0.4 h zo18 2.4 2.0
Emerging 4.3 4.4 Qa 2017 - -

China 6.8 7.2 (8] zo18 6.6 6.4
Mexico 2.0 4.5 n 2018 2.3 3.0
India 73 6.6 Qa4 2017 74 7.8
Brazil 2.2 0.z Q4 2o0N7 2.3 2.5
Russia 1.0 -1.8 Qa 2017 1.7 15
South Africa 1.9 3.1 Q4 2o0N7 1.5 1.7

MOTES: Aggregates are trade-weighted and reported when data for a sufficient number of countries are available. They are reweighted
to account for any missing data. Country data are arranged in descending order of trade.
SOURCES: Database of Global Economic Indicators: Intemational Monetary Fund: Haver Analytics: Consensus Forecasts.

Source: https://iwww.dallasfed.org/en/institute/update/2018/int1803.aspx; 5/4/18 Returnto TOC



Global Economic Indicators

Chart 1
Global Trade Accelerates
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The Federal Reserve Bank of Dallas

Global Economic Outlook Remains Strong

“Globaltraderecoveredin 2017, reflecting improved investmentin formerly stressed commodity
exportersand in advanced economies. Both global trade volume and industrial productionare at their
highest levels since 2011 (Chart 1). Accelerationin global trade was evident in emerging economies as
well. Trade growth rose from 2.2 percentin 2016 to 6.4 percentin 2017, reflecting increased exports from
emerging Asian marketsand a recovery in imports in commodity -exporting countries. ” — Everett Grant,

Research Economistand Daniel Crowley, Research Analyst; Globalization Institute, The Federal Reserve
Bank of Dallas

Source: https://iwww.dallasfed.org/en/institute/update/2018/int1803.aspx; 5/4/18
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Monthly House Price Index for U.S.
Purchase-Only, Seasonally Adjusted Index, January 1991 - Present
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FHFA House Price Index
FHFA House Price Index Up 0.8 Percent in January

“The FHFA House Price Index (HPI) reported a 0.6 percentincrease in U.S. house prices in February
from the previous month. FromFebruary2017to February 2018, house prices wereup 7.2 percent. For
the nine census divisions, seasonally adjusted monthly price changes from January 2018to February 2018
ranged from 0.1 percentin the West North Central divisionto +1.6 percentin the East South Central
division. The 12-month changes were all positive, ranging from +4.8 percentin the Middle Atlantic
division to +10.3 percentin the Pacific division.” — Stefanie Johnson and Corinne Russell, FHFA

Source: https:/iwww.fhfa.gov/AboutUs/Reports/ReportDocuments/MonthlyHP1_4242018.pdf.pdf; 4/24/18 Returnto TOC
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IHS Markit Canada Manufacturing PMI

Canada manufacturing output, % change PMI Output Index Markit Canada
h ) v Manufacturing PMI™
8.0 Annual % change 60 . '
——PMI output index i, “The headline seasonally adjusted IHS
60 Markit Canada Manufacturing
a0 * | Purchasing Managers’ Index® (PMI™)

% | posted 55.5in April, little-changed from
s2 | 55.7 in March and well above the neutral

2.0

o0 so | 50.0threshold. Althoughthe lowest index
20 s | readingso farin 2018, the latest PMI figure
40 . | still signalled a strong overall improvement

60 Source: IHS Markit; StatCan.
2010 2011 2012 2013 2014 2015 2016 2017 2018

44

Robust manufacturing performance in April,
but inflationary pressures intensify

April dataindicated a positive month overall for the Canadian manufacturing sector, helped by the fastest
rise in incoming new work since the start of the year. Exportdemand picked up markedly, with the latest
rise in new orders from abroad the strongest since March 2011.

A healthy flow of new ordersand an upturn in business optimismto its highest for 12 months meant that
Canadian manufacturers remained fully in expansion mode during April. April datarevealed that
unfinished work increased at one of the fastest rates since the survey began in 2010, reflecting constraints
on production capacity and ongoing supply chain issues.

Strong demand for raw materials resulted in the fastest rise in input costs for over four years, while the
robust demand backdrop enabled manufacturersto passon prices at the factory gate at the fastest pace
since 2011.°—Tim Moore, Associate Director at Survey Compilers, IHS Markit

Source: https://www.markiteconomics.com/Survey/PressRelease.mvc/27fd84148aa74b6¢c8491del15¢c9e87e12; 5/1/18

in manufacturing sector business conditions.
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Caixin China General Manufacturing PMI Caixin China General
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PMI signals marginal improvement
in operating conditions
“The headline seasonally adjusted Purchasing
Managers’Index™ (PMI™,) — a composite
indicator designed to provide a single-figure
snapshot of operating conditionsin the
manufacturing economy —registered 51.1 in April,
P S Y up fractionally from 51.0in March. Operating
conditions have now strengthened in each of the

45, S00rce: 1HS Marki,Cabin. Increasing rate of contraction pastll months_, though the pace of improvement
2004 2005'2006 2007/ 2008! 2009 2010'2011 2012120131 2014) 2015) 2016/ 2017 was only marglnal.
“The Caixin China General Manufacturing PMI edged up to 51.1 in April. Output increased at a
faster rate last month from March, while the contraction in employment narrowed. However,
growth of new business moderated for the second straight month, reflecting weakening demand
across the manufacturing sector. Manufacturers are facing a sharply deteriorating foreign demand
environment as new export orders declined for the firsttimein 17 months in April. The rate of
output charge inflation eased slightly while growth in input costs posted its first acceleration since
September, likely due to increases in crude oil prices. This may squeeze the profit margins of
manufacturers and has thus contributed to a decline in the sub-index of future output, a gauge of
companies’ confidence in their business outlook over the next 12 months. Stocks of finished goods
expanded at a faster rate in April compared to March, suggesting that inventory levels for
manufacturers have remained rather high. Overall, operating conditions across China’s
manufacturing sector continued to improve in April. But uncertainty in exports has increased

significantly, and the dependence of the Chinese economy on domestic demand is rising.” — Dr.
Zhengsheng Zhong, Director of Macroeconomic Analysis, CEBM Group

Source: https://www.markiteconomics.com/Survey/PressRelease.mvc/76b5a5cch73b45dd8d96055be8e4fd4c; 4/2/18 Returnto TOC
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IHS Markit Eurozone Manufacturing PMI

Eurozone Manufacturing PMI, sa, 50 = no change
65

60
55
50
45
40
35

Source: IHS Markit.
30 i :

3858858558883z z:zza5¢3 2

(5] [ D o= &N M s W O =~ &

Markit Eurozone
Manufacturing PMI®

“The startofthe second quarter sawa further
slowingin therate of growth in the eurozone
manufacturing sector. The final IHS Markit
Eurozone Manufacturing PMI® fell to a 13-month
low of 56.2 in April, down from 56.6 in March and
slightly above the earlier flash estimate 0f 56.0.
Althoughstill signalling a solid rate of expansion,
theupturnhas lost noticeable momentum since the
PMI hit a record high in December 2017

Eurozone manufacturing growth slows again at start of second quarter

“The manufacturing sector saw growth weaken further at the start ofthe second quarter, butlet’s not lose
sight of the fact that the overall pace of expansion remains encouragingly solid. Although growth has
slowed markedly comparedto the start of the year, December had seen the best performance in over 20
years of survey data collection, with factory activity clearly surgingat an unsustainable rate. Since then,
supply constraints —including raw material scarcities, supplier delivery delaysand skill shortages —have
constrained production. Strikes, bad weather and unusually high levels of iliness have also plagued

businesses.

...anecdotal evidence from the surveys also highlights how demand has been curbed by other issues such
as the stronger euro andrising prices. Uncertainty has also intensified due to worries regarding trade wars
and Brexit, underscoring downside risksto the outlook. While the current pace of growth remainssolid,
thetrend in the surveysin coming months will provide important clues as to the degree to which
underlying demand may be waning and the extent to which policymakers should be concerned about the
health of the economy.” — Chris Williamson, Chief Business Economist, Markit®

Source: https://www.markiteconomics.com/Survey/PressRelease.mvc/74276fa70a554849a2 02915974 905646 ; 5/2/18
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Eurozone economic growth remains solid in April
Eurozone economicactivity continued to expand at a robust pace in April, with solid growth signalled in
both the manufacturingand service sectors. However, growth has downshifted in recent months. The
latest expansion of output was the slowest since January 2017.

The final PMI numbers confirmthe marked, broadbased fading of the eurozone’s growth spurtso far this
year. Theheadlineindex has fallen from an eleven-and-a-half year peak in Januaryto a 15- month low in
April. Despitethedrop,thePMlis not yet ata worryingly low level, but the survey details hint at further
easingin thecoming months. While the expansion signalled by April’s PMI is disappointing relative to
theelevated levels seen at the start of the year, the survey remains indicative of the eurozone economy
growingat a robust quarterly rate of approximately 0.5-0.6%.

Employment growth is also still booming, with the rate of job creation in the service sector at its highest
for over a decade. Employmentis a lagging indicator, however, and two reliable leading indicators have
turned down, suggesting that both outputand hiring trends will weaken further, at least into May. First,
backlogs ofuncompleted orders grew at the slowest rate for eight months. Second, companies’
expectations about future output hit a five-month low. Any further deterioration could herald new
concerns among policymakers regarding the economic outlook.” — Chris Williamson, Chief Business
Economist, Markit®

Source: https://www.markiteconomics.com/Survey/Press Release. mvc/faead77077d4e979cd775f241723530; 5/4/18
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Manufacturing PMI slips to nine-month low in April

The headline IHS Markit/BME Germany Manufacturing PMI — a single-figure snapshot of the
performance of the manufacturingeconomy —dipped to 58.1 in April, down fractionally from 58.21in
March and its lowest reading for nine months. However, despite dropping for a fourth straight month
from a record-high last December, the index remained well above its long-run series average (52.4) and at
a level indicative ofa marked improvement in overall operating conditions.

The manufacturing PMI slipped to a nine-month low in April, but alarm bells aren’tringing yet. The
sector boomed in the second halfof 2017 and probably overheated; record input delivery delays show that
supply hasstruggled to keep up with demand. The sector looksto have come off the boil in terms of its
rate of growth, though it is still running relatively hot.

By historical standards, April’s increase in output was robust, and it coincided with another strong round
ofjob creation as manufacturers continued in their efforts to expand capacity. But what’s importantin
terms of staying in growth territory is the strength of new orders, which in April showed the smallest gain
for 17 months. Afurtherslowdownin order booksin May would mean some downside risks to the
outlook

The survey’s forward-looking business confidence gauge has stabilised after falling throughout the
opening quarter, to suggest that firms themselves see growth levelling off at a lower rate than those seen
in recent months.” — Phil Smith, Principal Economist, IHSMarkit®

Source: https://www.markiteconomics.com/Survey/PressRelease.mvc/8f8f5b51 11de4 6faaas1e00a91d18498; 54218 Returnto TOC
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Global growth remains solid at start of second quarter

The startof the second quarter sawa modest acceleration in the rate of expansion of global private sector
economicactivity. Although growthfailed to recover and match the highs seen aroundtheturnofthe
year, it remained solid and was in line with its long-run trend.

Concurrentupturns continued in the manufacturingand service sectors, with outputincreasing at slightly
faster rates in both categories. The breadth of the expansion also extended across the six sub -industries
covered by the survey. Activity rose across the consumer, intermediate and investment goods industries
and at providers of business, consumer and financial services

Growthimproved in China, Japan, the UK and India, but remained below the world average in all four
cases. Theupturnin Brazilalso continued, although the pace of expansionwas only modestandthe
weakest during the current four-month sequence of increase. Moreover, the pace of expansion
strengthened and remained sufficient to test capacity. Backlogs of work increased for the twenty -first
month inarow.

Employmentroseagain in April. The rate of jobs growth remained among the best registered over the past
decade. Staffing levels increased in the US, the euro area, Japan, the UK, India and Australia.
Employmentwas unchanged in China and fell again in Brazil.

Input priceinflation remainedsolid during April, leading to a further increase in average output charges.
Rates of increase in both price measures were (on average) faster in developed nations compared to
emerging markets. ”— David Hensley, Global Economist, J.P. Morgan

Source: https:/iAwww.markiteconomics.com/Survey/PressRelease.mvc/e84712c0d42142309a120f2c308661dc; 5/4/18
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Service sector business activity
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Global service sector shows renewed vigour in April

Sector and national PMI data continued to pointto a broad-based expansion. Outputroseacrossthe
business, consumer and financial services categories, with rates of increase also improving in the first
two. Business activity rose inalmost all of the nations covered by the survey, the exception being
stagnation in Brazil.

Rates of growth strengthened to two-month highs in the US, China and the UK, to a six-month high in
Japan andthequickest in three months in India. Theupturnsintheeuro areaand Australiaremained
solid, and faster than the global average, despite easing to eight- and two month lows respectively. The
outlook for the global service sector remained positive in April.

Inflows of new businessrose at the sharpest pace in over three-and-a-half years, leading to a further
modest increase in backlogs of work. Business confidence aboutthe coming 12 monthssimilarly
improvedto its highest since June 2014. Companies in the business, consumer and financial services
sectors also registered an improved degree of optimismduring the latest survey month. Solid currentand
expected future growth of output and new business encouraged firms to take on additional staff in April.
Jobs growth hit a 46-month high, with employment rising at faster rates inthe euro area, China, Indiaand
Australia. The pace of increase was unchanged in the US, but slowed in Japanand the UK. Job losses
continued to beregistered in Brazil.” — David Hensley, Global Economist, J.P. Morgan

Source: https:/iAwww.markiteconomics.com/Survey/PressRelease.mvc/e0632a56219a40e79dbcd0fb8b23d56¢; 4/4/18 REGIE TS
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IHS Markit/CIPS UK Manufacturing PMI
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UK Manufacturing PMIsignals steady growth rate at end of opening quarter

The upturnin the UK manufacturing sector slowed further at the start of the second quarter. Rates of
expansion eased for output, new orders and employment, in partreflecting a weakening in the pace of
expansion of new work fromabroad. Onthe price front, inputcost and outputcharge inflation moderated
and, although still elevated, are below the highs seen at the turn of the year.

The startof the second quarter saw the UK manufacturing sector lose further steam. The headline PMI
dipped toa 17-monthlow as growth of production, new business and employment all slowed. While
adverse weather was partly to blame in February and March, there areno excuses for April’s
disappointing performance, making the chances of a near term hike in interest rates by the Bank of
England look increasingly remote. On this footing, the sector is unlikely to see any improvement on the
near-stagnant performance signalled by the opening quarter’s GDP numbers.

Lookingahead, the trend in manufacturing production is likely to remain subdued. Weak demand meant
firms are seeing backlogs of work fall and stocks of unsold goodsrise, limiting the need for outputto rise
in May. Businessoptimismhas also dipped to a five-month low as concerns about Brexit, trade barriers
and the overall economic climate remained widespread.” — Rob Dobson, Director & Senior Economist,
IHS Markit

Source: https://www.markiteconomics.com/Survey/Press Release.mvc/1a73a136e40445b496b4c7a3966f570f; 5/1/18
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American Institute of Architects (AIA)
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Architecture firms report that billings continue to grow in March
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March Architecture Billings Index
Firm billings increase at more sluggish rate
“Architecture firm billings increased for the sixth consecutive month in March, although the pace of
growth slowed modestly from February. However, the Architecture Billings Index (ABI) scoreof 51.0 for
the month indicates that the majority of architecture firms are still continuing to experience improving
business conditions. The pace of growth also slowed slightly this month for both inquiries and the value
of new design contracts, although they remain generally strong overall. Inaddition, responding firms also

indicated this month that their firm backlogs rose to 6.3 months, with three quarters of firms reporting that
they currently have backlogs of three months or longer, another strong indicator of future work.” — Kermit

Baker, Chief Economist, AIA, Honorable AIA

Source: https://www.aia.org/pages/190336-abi-march-2018-firm-billings-increase-at-mo/; 4/25/18
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Regional
Business conditions remain strong at firms
located in the West and South regions

Graphs represent data from March 2017-March 2018
across the four regions. 50 represents the diffusion center.
A score of 50 equals no change from the previous month
Above 50 shows increase; Below 50 shows decrease.
3-month moving average.
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“Although architecture firm billings at firms located in the Northeast declined for the fourth
consecutive month in March, business conditions improved at firms in all other regions of the
country, with firms located in the South and West regions continuing to report the strongest
growth.” — Kermit Baker, Chief Economist, AIA , Honorable AIA

Source: https://www.aia.org/pages/190336-abi-march-2018-firm-billings-increase-at-mo/; 4/25/18
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Sector

Billings remain strong at firms with
multifamily residential, commercial/

industrial specializations ’_}‘m
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Graphs represent data from March 2017-March 2018
across the three sectors. 50 represents the diffusion center.
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Commercial/Industrial: 53.1

Sector

“Business conditions also remained strong at firms with a multifamily residential
specialization, as well as at firms with a commercial/industrial specialization, while billings
softened slightly at firms with an institutional specialization.” — Kermit Baker, Chief
Economist, AIA , Honorable AIA

Source: https://iwww.aia.org/pages/190336-abi-march-2018-firm-billings-increase-at-mo/; 4/25/18 Returnto TOC
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Dodge Data & Analytics

March Construction Starts Advance 11 Percent

“New construction starts in March increased 11% from the previous month to a seasonally
adjusted annual rate of $785.2 billion, according to Dodge Data & Analytics. The
substantial gain followed modest declines in January (down 2%) and February (down 3%),
and brings the pace of total construction starts to the highest level over the past six months.
The nonbuilding construction sector, comprised of public works and electric utilities/gas
plants, soared 73% in March, boosted by the start of several very large projects. ... At the
same time, both nonresidential building and residential building eased back slightly in
March, with respective declines of 1% and 2%. During the first three months of 2018, total
construction starts on an unadjusted basis were $167.3 billion, down 7% from last year
(which included exceptionally strong amounts for airport terminals and natural gas
pipelines). On a twelve-month moving total basis, total construction starts for the twelve
months ending March 2018 were up 1% from the twelve months ending March 2017.

The March data produced a reading of 166 for the Dodge Index (2000=100), up from 150 for
February. During the first quarter of 2018 the Dodge Index averaged 157, up 2% from the
154 average for last year’s fourth quarter, while slightly below the 161 average for the full
year 2017.” — Benjamin Gorelick, Spector & Associates

Source: https://www.construction.com/news/march -construction-starts-advance-11-percent-apr-2018; 4/20/18
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Dodge Data & Analytics

“The construction start statistics can show wide swings month-to-month, and March
certainly qualifies as one of the stronger months due to the inclusion of several very large
projects. Looking at the data on a quarterly basis can reduce the volatility present in the
monthly statistics, and this year’s first quarter shows a continuation of the up-and-down
pattern that’s been present over the past year — first quarter 2017 up 10%, second quarter
2017 down 6%, third quarter 2017 up 8%, fourth quarter 2017 down 9%, and now first
quarter 2018 up 2%. This up-and-down pattern typically occurs when construction is at a
mature stage of expansion, characterized by a slower rate of growth. A decelerating
expansion does not necessarily mean that decline will closely follow, and there are several
factors during 2018 that will help construction to stay close to recent levels.

In March, Congress reached agreement on fiscal 2018 federal appropriations, which provide
additional funding for several public works programs, especially those that are
transportation-related. Greater funding continues to be present from construction bond
measures passed by state and local governments in recent years. The overall economy
continues to proceed at a healthy clip, which supports healthy market fundamentals for
commercial building. And, while interest rates are rising, the increases so far have been
moderate, as shown by the ten-year Treasury bill stabilizing at 2.8% to 2.9% during March
and the first half of April.” — Robert A. Murray, Chief Economist, Dodge Data & Analytics

Source: https://www.construction.com/news/march -construction-starts-advance-11-percent-apr-2018; 4/20/18 Returnto TOC
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Dodge Data & Analytics

“Residential building in March was $336.2 billion (annual rate), down 2% from the
previous month. Multifamily housing slipped 7% following a 6% gain in February and a
36% hike in January. The number of large multifamily projects entered as construction
starts stayed high, with March seeing 13 multifamily projects valued each at $100 million or
more reach groundbreaking, slightly more than the 11 such projects entered as February
starts (which included the $700 million City View Tower in Queens NY). The largest
multifamily projects entered as construction starts in March were the $398 million
multifamily portion of the $450 million Seattle Times mixed-use development in Seattle
WA, the $220 million multifamily portion of the $250 million Broadway Block mixed-use
development in San Diego CA, and the $217 million multifamily portion of a $258 million
mixed-use development in Weehawken NJ. In March, the top five metropolitan areas ranked
by the dollar amount of multifamily starts were — New York NY, Seattle WA, Boston MA,
Los Angeles CA, and Miami FL. Metropolitan areas ranked 6 through 10 were — Washington
DC, Austin TX, San Diego CA, Denver CO, and Dallas-Ft. Worth TX.

Single family housing in March unchanged from February, extending the steady pace that
was present during the previous four months.” — Robert A. Murray, Chief Economist, Dodge
Data & Analytics

Source: https://www.construction.com/news/march -construction-starts-advance-11-percent-apr-2018; 4/20/18 Returnto TOC
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Dodge Data & Analytics

“Residential building grew 7% year-to-date, with single family housing up 4% and
multifamily housing up 12%. By geography, total construction starts for the first three
months of 2018 versus last year showed this performance — the South Atlantic, down 1%;
the South Central, down 5%; the West, down 9%; the Midwest, down 10%; and the
Northeast, down 14%.

Useful perspective comes from looking at twelve-month moving totals, in this case the
twelve months ending March 2018 versus the twelve months ending March 2017. On this
basis, total construction starts were up 1%. By major sector, residential building advanced
3%, with single family housing up 7%, while multifamily housing retreated 6%.

Nonresidential building slipped 1%, with institutional building down 1% and commercial
building down 6%, while manufacturing building climbed 32%. Nonbuilding construction
was also down 1%, with public works up 2% and electric utilities/gas plants down 16%.” —
Robert A. Murray, Chief Economist, Dodge Data & Analytics

Source: https://www.construction.com/news/march -construction-starts-advance-11-percent-apr-2018; 4/20/18
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March 2018 Construction Starts March'2018 Construction Starts

Monthly Summary of Construction Starts
Prepared by Dodge Data & Analytics

The Dodge Index

of New Construction Starts Monthly Construction Starts
(Yeal’ 2000 - 1 00) Seasonally Adjusted Annual Rates, in Millions of Dollars
180 March 2018 February 2018 % Change
180 Nonresidential Building $243,293 $246,059 -1
Residential Building 336,240 343,409 -2
170 Nonbuilding Construction 205.703 119.208 +73
160 Total Construction $785,236 $708,676 +11
150
The Dodge Index
140 Year 2000=100, Seasonally Adjusted
130 March 2018 ......... 166
February 2018 .....150
120
110 Year-to-Date Construction Starts
Unadjusted Totals, in Millions of Dollars
100
3 Mos. 2018 3 Mos. 2017 % Change
0 Nonresidential Building $53,660 $64,699 -17
80 Residential Building 77472 72,727 +7
Nonbuilding Construction 36.206 42,766 -15
70 Total Construction $167,338 $180,192 -7

i Total Construction, excluding
Source: Dodge Data & Analytics electric utilities/gas plants $164,453 $174,640 -6

Source: https://www.construction.com/news/march -construction-starts-advance-11-percent-apr-2018; 4/20/18 Returnto TOC
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Chicago Business Barometer™
80

70 MNI Chicago
March Business Barometer
Rises to 57.6 in April

60

50

“The MNI Chicago Business Barometerrose 0.2
pointsto 57.6in April, up from57.4in March,
30 snapping a three-month downward trend.
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Production Stronger in April but Prices Paid at
Near-Seven-Year High

Business activity continued to rise at a solid pace in April, with growth in firms’ operations up for the first
time this year, albeit marginally. Three of the five Barometer components fell on the month, with only
Production and Supplier Deliveries finding room to grow.

While outputlevels rosein April, driving the upward move in the Barometer, order book growth
continued to weaken. The Production indicatorended a run ofthree consecutive falls, rising to the highest
level since February. The New Ordersindicator, on the other hand, extended the downward

momentum shownsince the turn of the year, hittinga 15-month low in April. The two indicators account
for exactly 60 percent of the headline Barometer and sit 2.2% and 10.4% below their respective year -ago
levels.

While the MNI Chicago Business Barometer ended a three-month falling streak in April, supply
constraints faced by firms intensified and continue to weigh on activity. Longer delivery times are
proving attritive, while dearer materials bite further into margins. Uncertainty among suppliersappears to
be assisting the upward marchin prices, but the majority of firms were optimistic any negative impact
stemming directly from recently implemented tariffs would be minimal.” — Jamie Satchi, Economist, MNI
Indicators

Source: https://www.ism-chicago.org/index.cfm; 4/30/18
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The Conference Board Leading Economic Index® (LEI) for the U.S. increased 0.3
percent in March to 109.0 (2016 = 100), followinga 0.7 percent increase in February, and

a 0.8 percent increase in January.

U.S. Composite Economic Indexes (2016 = 100)
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- The Conference Board Leading Economic Index® (LEI) for the United States
- The Conference Board Coincident Economic Index® (CEI) for the United States
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Shaded areas represent recessions as determined by the NBER Business Cycle Dating Committee.
Source: The Conference Board

Solid Economic Growth to Continue
Through 2018
“The U.S. LEI increased in March, and while the

monthly gain is slower thanin previous months, its
six-month growth rate increased further and points

to continued solid growth in the U.S. economy for
therest of the year. Thestrengths amongthe
components of the leading index have been very
widespread over the last six months. However,
labor market components made negative
contributions in March and bear watchingin the
near future.” — Ataman Ozyildirim, Director of
Business Cycles and Growth Research, The
Conference Board

“The Conference Board Coincident Economic Index® (CEI) for the U.S. increased 0.2 percent
in March to 103.4 (2016 = 100), followinga 0.4 percent increase in February, and a 0.1 percent

declinein January.

The Conference Board Lagging Economic Index® (LAG) for the U.S. increased 0.1 percentin
March to 104.5 (2016 = 100), following a 0.3 percent increase in February and a 0.3 percent

increase in January.” — The Conference Board

Source: https://www.conference-board.org/data/bcicountry.cfm; 4/19/18
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Number of Total Online Job Ads
No. of Ads (Thousands) U.S. Seasonally Adjusted Data
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The Conference Board Help Wanted OnLine® (HWOL)
Online Job Ads Decreased 69,300 in April
* “Followingthe March increase, HWOLregistered a smallloss in April
» Professional occupation category saw small gains while Services/Production saw losses

Online advertised vacancies decreased 69,300to 4,750,500 in April, accordingto The Conference Board
Help Wanted OnLine® (HWOL) Data Series. The March Supply/Demand rate standsat 1.37
unemployed for each advertised vacancy, withatotal of 1.8 million more unemployed workers than the
number of advertised vacancies. The number of unemployed was approximately 6.6 million in March.
The Professional occupational category saw gains in Computer and math (19.1) and Arts, design,
entertainment (-8.0). The Services/Production occupational category saw changes in Sales (-20.8),
Construction (-17.5), and Building and grounds (-12.3).” — Carol Courter, The Conference Board

Source: https://www.conference-board .org/data/helpwantedonline.cfm; 4/4/18
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Equipment Leasing and Finance Association
Industry Confidence Eases in March

“Business conditions are very positive and we expect this to continue. We are watching the
escalating trade tensions to better understand the ramifications. Overall we are bullish on 2018.” —

David T. Schaefer, CEO, Mintaka Financial, LLC

“The Equipment Leasing & Finance Foundation (the Foundation) releases the April

2018 Monthly Confidence Index for the Equipment Finance Industry (MCI-EFI). Designed to
collect leadership data, the index reports a qualitative assessment of both the prevailing business

conditions and expectations for the future as reported by key executives from the $1 trillion
equipment finance sector. Overall, confidence in the equipment finance market eased again in
April to 68.3, down from the March index of 72.2.” — Anneliese DeDiemar, Author, Equipment
Leasing & Finance Association

Source: https://www.elfaonline.org/news/press-room/press-releases/details/2018/04/19/equip ment-leasing-and-finance-industry -confidence-eases-in-april; 4/25/18

Returnto TOC
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Equipment Leasing and Finance Association
March 2018 Survey Results:
“The overall MCI-EFI is 68.3 in April, a decrease from 72.2 in March.

» When asked to assess their business conditions over the next four months, 33.3% of executives
responding said they believe business conditions will improve over the next four months, a
decrease from 54.8% in March. 63.3% of respondents believe business conditions will remain
the same over the next four months, an increase from 45.2% the previous month. 3.3% believe
business conditions will worsen, an increase from none who believed so the previous month,

» 46.7% of survey respondents believe demand for leases and loans to fund capital expenditures
(capex) will increase over the next four months, a decrease from 67.7% in March. 50% believe
demand will “remain the same” during the same four-month time period, an increase from
32.3% the previous month. 3.3% believe demand will decline, an increase from none in March.

» 26.7% of the respondents expect more access to capital to fund equipment acquisitions over the
next four months, up from 22.6% in March. 73.0% of executives indicate they expect the
“same” access to capital to fund business, a decrease from 74.2% last month. None expect
“less” access to capital, down from 3.2% last month.” — Anneliese DeDiemar, Author,
Equipment Leasing & Finance Association

Source: https://www.elfaonline.org/news/press -room/press-releases/details/2018/04/19/equipment-leasing-and-finan ce-industry-confidence-eases-in-april; 4/25/18 Returnto TOC
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Equipment Leasing and Finance Association
March 2018 Survey Results:

*  “When asked, 46.7% of the executives report they expect to hire more employees over the next
four months, an increase from 41.9% in March. 50% expect no change in headcount over the
next four months, a slight decrease from 51.6% last month. 3.3% expect to hire fewer
employees, down from 6.5% in March.

* 30% of the leadership evaluate the current U.S. economy as “excellent,” up slightly from 29%
last month. 70% of the leadership evaluate the current U.S. economy as “fair,” down slightly
from 71% in March. None evaluate it as “poor,” unchanged from last month.

* 30% of the survey respondents believe that U.S. economic conditions will get “better” over the
next six months, a decrease from 45.2% in March. 63.3% of survey respondents indicate they
believe the U.S. economy will “stay the same” over the next six months, an increase from
51.6% the previous month. 6.7% believe economic conditions in the U.S. will worsen over the
next six months, an increase from 3.2% in March.

* In April, 53.3% of respondents indicate they believe their company will increase spending on
business development activities during the next six months, an increase from 51.6% in March.
43.3% believe there will be “no change” in business development spending, a decrease from
45.2% the previous month. 3.3% believe there will be a decrease in spending, relatively
unchanged from 3.2% who believed so last month.” — Anneliese DeDiemar, Author, Equipment
Leasing & Finance Association

Source: https://www.elfaonline.org/news/press -room/press-releases/details/2018/04/19/equipment-leasing-and-finan ce-industry-confidence-eases-in-april; 4/25/18 Returnto TOC



Private Indicators

Equipment Leasing and Finance Association
Monthly Leasing & Finance Index: March 2018
Equipment Leasing and Finance Industry Confidence Eases in April

“The Equipment Leasing and Finance Association’s (ELFA) Monthly Leasing and Finance
Index (MLFI-25), which reports economic activity from 25 companies representing a cross
section of the $1 trillion equipment finance sector, showed their overall new business volume for
March was $9.1 billion, up 2 percent year-over-year from new business volume in March 2017.
\Volume was up 18 percent month-to-month from $7.7 billionin February. Year to date, cumulative
new business volume was up 12 percent compared to 2017.

Receivables over 30 days were 2.00 percent, up from 1.60 percent the previous month and up from
1.40 percent the same period in 2017. Charge-offswere 0.51 percent, up from 0.28 percent the
previous month, and down from 0.68 percent in the year-earlier period.

Credit approvals totaled 75.2 percent in March, up from 74.2 percent in February. Total headcount
for equipment finance companies was up 0.3 percent year over year. During 2017, headcount was
elevated due to acquisition activity atan MLFI reporting company.

Separately, the Equipment Leasing & Finance Foundation’s Monthly Confidence Index (MCI-EFI)
in April is 68.3, easing from 72.2 in March.” — Amy \Vogt, Vice President, Communications and
Marketing, ELFA

Source: https://www.elfaonline.org/data/mlfi-25-monthly-leasing-and-finance-index/view-mifi/monthly-leasing-finance-index-march-2018; 4/25/18
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MLFI-25 New Business Volume
(Year-Over-Year Comparison)
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Equipment Leasing and Finance Association

“The first quarter of the year concludes with a continued steady increase in new business growth.
Tempering this trend, which reflects sound fundamentals in the overall economy and high business

confidence, is the reality that charge-offs and delinquencies are also inching forward, ever so
slightly.” — Ralph Petta, Presidentand CEO, ELFA

“New business is on parity with 2017, which we will take as a win. Customers are continuing to
analyze the impact of tax reform, and in some cases, deciding to delay investment or pay cash for
capital expenditures. As the year progresses, we expect many customersto increase their
utilization of lease financing as it continues to be an attractive option for the assets that we lease.” —
Michael Romanowski, President, Farm Credit Leasing Services Corporation

Source: https://www.elfaonline.org/data/mlfi-25-monthly-leasing-and-finance-index/view-mifi/monthly-leasing-finance-index-march-2018; 4/25/18 Returnto TOC



March 2018 Manufacturing ISM® Report On Business®
March PMI® at 57.3%

New Orders, Production, and Employment Growing
Supplier Deliveries Slowing at Faster Rate; Backlog Growing
Raw Materials Inventories Growing, Customers’ Inventories Too Low
Prices Increasing at Faster Rate; Exports and Imports Growing

“Economic activity in the manufacturing sector expanded in April, and the overall economy
grew for the 108th consecutive month, say the nation's supply executives in the latest
Manufacturing ISM® Report On Business®. The April PMI® registered 57.3 percent, a decrease
of 2.0 percentage points from the March reading of 59.3 percent.

The New Orders Index registered 61.2 percent, a decrease of 0.7 percentage point from the March
reading of 61.9 percent.

The Production Index registered 57.2 percent, a 3.8 percentage point decrease compared to the
March reading of 61 percent.

The Employment Index registered 54.2 percent, a decrease of 3.1 percentage points from the March
reading of 57.3 percent.

The Supplier Deliveries Index registered 61.1 percent,a 0.5 percentage point increase from the
March reading of 60.6 percent.

The Inventories Index registered 52.9 percent, a decrease of 2.6 percentage points from the March
reading of 55.5 percent.

The Prices Index registered 79.3 percent in April, a 1.2 percentage point increase from the March
reading of 78.1 percent, indicating higher raw materials prices for the 26th consecutive month.” —
Timothy R. Fiore, CPSM, CPSD, Chair of the ISM® Manufacturing Business Survey Committee

Source: https://www.instituteforsupplymanagement.org/| SMReport/MfgROB.cfm; 5/1/18 Returnto TOC



March 2018 Manufacturing ISM® Report On Business®
March PMI® at 57.3%

“Comments from the panel reflect continued expanding business strength. Demand remains
strong, with the New Orders Index at 60 or above for the 12th straight month, and the
Customers’ Inventories Index remaining at low levels. The Backlog of Orders Index
continued expanding, with its highest reading since May 2004, when it registered 63 percent.
Consumption, described as production and employment, continues to expand, but has been
restrained by labor and skill shortages. Inputs, expressed as supplier deliveries, inventories
and imports, declined overall, due primarily to inventory reductions likely led by supplier
performance restrictions. Lead time extensions, steel and aluminum disruptions, supplier
labor issues, and transportation difficulties continue. Export orders remained strong. The
Prices Index is at its highest level since April 2011, when it registered 82.6 percent. In April,
price increases occurred across 17 of 18 industry sectors. Demand remains robust, but the
nation’s employment resources and supply chains continue to struggle.” — Timothy R. Fiore,
CPSM, CPSD, Chair of the ISM® Manufacturing Business Survey Committee

Source: https://www.instituteforsupplymanagement.org/l SMReport/MfgROB.cfm; 5/1/18 Returnto TOC



April 2018 Non-ManufacturingISM®
Report On Business®

April PMI® at 56.8%
Business Activity Index at 59.1%; New Orders Index at 60.0%
Employment Index at 53.6%

“Economic activity in the non-manufacturing sector grew in April for the 99th consecutive
month, say the nation’s purchasing and supply executives in the latest Non-Manufacturing ISM®
Report On Business®.

The NMI® registered 56.8 percent, which is 2 percentage points lower than the March reading of
58.8 percent. This represents continued growth in the non-manufacturing sector at a slower rate.

The Non-Manufacturing Business Activity Index decreasedto 59.1 percent, 1.5 percentage points
lower than the March reading of 60.6 percent, reflecting growth for the 105th consecutive month,
at a slower rate in April.

The New Orders Index registered 60 percent, 0.5 percentage point higher than the reading of 59.5
percent in March.

The Employment Index decreased 3 percentage points in April to 53.6 percent from the March
reading of 56.6 percent.

The Prices Index increased by 0.3 percentage point from the March reading of 61.5 percentto 61.8
percent, indicating that prices increased in April for the 26th consecutive month.

According to the NMI®, all 18 non-manufacturing industries reported growth. There was a slowing
in the rate of growth that was mostly attributed to the decline in the Employment and Supplier
Deliveriesindexes. The respondents have expressed concern regarding the uncertainty about tariffs
and the effect on the cost of goods. Overall, the respondents remain positive about business
conditions and the economy.” — Timothy R. Fiore, CPSM, CPSD, Chair of the ISM®
Manufacturing Business Survey Committee

Source: https://www.instituteforsupplymanagement.org/I SMReport/NonMfgROB.cfm?navitemNumber=31054; 5/3/18 Returnto TOC
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IHS Markit U.S. Manufacturing PMI (seasonally adjusted) Mal'kit U S

IHS Markit U.S. Manufacturing PMI

Manufacturing PMI™

“The seasonally adjusted IHS Markitfinal U.S.
Manufacturing Purchasing Managers’ Index™
(PMI™) registered 56.5 in April, up from 55.61in
March and indicated the strongest manufacturing
growth in over three-and-a-half years. The pace of

improvement was also well above the series trend.
_______________ V Quicker rates of output and new order growth and

Source: 1HS Markit a greater deterioration in vendor performance
—— contributed to the higher index reading.

U.S. manufacturing operating conditions improve
at fastest rate since September 2014

April survey data signalled a steep improvement in operating conditionsacross the U.S. manufacturing
sector. The latest PMI reading was the highest since September 2014, supported by stronger expansionsin
output and new orders. Moreover, new businessrose at the sharpest pace in over three-and-a-half years.
Meanwhile, rates of input price and output charge inflation accelerated to the fastest since mid-2011.

April saw US manufacturers reporting the strongest monthly improvement in business conditions since
September 2014. Thesurvey suggeststhe economy has started the second quarter on a solid footing and
sends an encouraging signal for GDP growthto accelerate after the modest 2.3% rate of expansionseen in
the first quarter.

With inflows of new orders rising at an accelerated pace, greater input buying and business expectations
regarding future production levels running at one of the highest levels seen over the pastthree years,
there’s plenty of evidence to suggest strong growth will persist through May. Theupturnis being led by
large firms, with smaller companies trailing behind but nonetheless also seeing some of the best business
conditions for three years.” — Chris Williamson, Chief Economist, Markit®

Source: https://www.markiteconomics.com/Survey/Press Release.mvc/924 780 70d52346abb6c2aed 1a5644b7b; 5/1/18 Returnto TOC
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Service sector business activity (seasonally adjusted) M arkit U. S. Services PMI™

IHS Markit US Services PMI Business Activity index “The Seasona”y adjusted flnal IHS Marklt U S

Services Business Activity Index registered 54.6 in
April,up from54.0in March. The latest index
reading was the highest for three monthsand
signalled a strong expansion in business activity
across theservice sector. Panellistsattributed the
Source: IHSMarkit output rise to increased order volumes from new and
existing clients. Thatsaid, therate of growth
remained below the long-run series average of 55.2.

New business growth fastest since March 2015

April survey data indicated a strong expansion in business activity acrossthe U.S. service sector.
However, although the rate of growth accelerated, it remained below the series’ long-run average.
Meanwhile, the upturn in new business quickenedto a sharp rate that was the fastestsince March 2015.
Greater client demand was also reflected in a strongrise in employmentand increased backlogs.
Operating expenses continued to rise, with input price inflation the second-strongest since June 2015.
Business confidence also picked up, reachingthe highest in almostthree years.

The improved service sector performance comes on the heels of news of faster manufacturing growth,
pointing to a welcome broad-based strengthening of the economy at the start of the second quarter. The
two surveys also collectively pointto another month of solid job gains, commensurate with the official
measure of non-farmpayrollsrising by approximately 200,000 in April.

Perhapsthe most important development, however, is the upturn in price pressures. Survey evidence
indicates thatrisingdemand has allowed increasing numbers of companies to raise prices for both goods
and services in recent months. Higher oil prices are also pushing up costs. Measured across both
manufacturing and services, input costsare rising at the fastest rate since 2013, which will inevitably put
greater pressure on consumer prices in coming months, all of which makes for a hawkish policy outlook.”
— Chris Williamson, Chief Economist, Markit®

Source: https://www.markiteconomics.com/Survey/Press Release.mvc/df4d4461a5b1476bb6a91b8ce6fa4051; 5/3/18
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National Association of Credit Management —
Credit Managers’ Index

“Thereare some growing signs of economic distress showingup. Now we can add theresults ofthe latest
Credit Managers’ Index (CMI) to that list.

The combined index number slipped to 53.7, a low not seen since May of 2017 —nearly a year ago and
before all the growth activity taking place at the start of this year. The index of favorable factors remains
in the 60s, but justbarely at 60.2. The Marchreadingwas 63.2. Thereis really no cause for much alarm
atthis pointas 60.2 is still an awfully strong number, butthe trend is not whatwould be preferred. The
sales readingactually went up from 64.1to 65.8, while new credit applications stayed stable with a
reading of 62.2 following last month’s 62.7. The stunner this month is in dollar collections. The collapse
Is almost hard to fathomas the reading fell out of the 60s with a resounding thud —all the way to deep into
the contraction zone (a readingunder 50) at 46.7. Theamountof credit extended also remained aboutas

it has been at 66.1 compared to 66.2 in March.

Dr. Chris Kuehl, Economist, NACM summarized the findings for the combined index by saying that the
overall sense of the data this month is reduced enthusiasm. There is not an immediate crisis manifesting
as long as the favorable factorsare in the 60s, but the collapse in the dollar collection numbers is
worrying. Thismay be nothingmorethanatiminganomaly —there have been other examples of this in
the data this year. Extreme weather has taken its toll and there has been a lot of uncertainty regarding
trade and tariffs. Thefact is that both dollar collections and slow pays have been volatile this year. This
may be another example of that volatility. Astheeconomy has recovered with somespeed,there have
been companies that have been forced to try to keep pace with their competitors, butreally don’thavethe
ability to do so without lots of credit. Now they may be strugglingto keep on top ofthat debt. The
economy as a whole has continued to grow, but some sectors have not been as robust as others — retail is
still down and there have been stutters in manufacturing and export-oriented sectors.” — Adam Fusco,
Associate Editor, NACM

Source: http://web.nacm.org/CMI/PDF/CMIcurrent.pdf; 4/30/18
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National Association of Credit Management -
Credit Managers’ Index

“The numbers are not awful at this point — many of the indicators are still solidly in
expansion territory, but the warning lights are starting to blink. In just the last few weeks,
there has been more concern over inflation and the eventual Fed reaction. Yields for the 10-
year treasury just broke through the 3% psychological barrier. That has many wondering
what interest rates will look like. Some of that caution seems to be showing up among credit
managers as well.

Dollar collections collapsed, this may be an anomaly, but it would be an enormous change
and signals a level of distress that was not anticipated.

It looks like creditors are having more challenges as far as staying current, which may be
contributing to the very weak dollar collection numbers. There was also a reduction in the
numbers as far as dollar amount of customer deductions (from 49.8 to 48.4). The only other
reading that has managed to stay in the expansion zone was filings for bankruptcies as it
went from 55.2 to 53.8.” — Dr. Chris Kuehl, Economist, NACM

Source: http://web.nacm.org/CMI/PDF/CMIcurrent.pdf; 4/30/18 Returnto TOC
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Combined Index Monthly Change

(seasonally adjusted)
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Service Sectors (seasonally adjusted) ‘17 | 17 | 'a7 | 'a7 | '17 | '17 | 'A7 | '17 | '17 | '18 | '18 | '18 | 'i8
Sales 63.8 | 60.6 |65 | 62.8 | 62.2 | 67.3 | 66.8 | 68.3 | 59.2 | 63.0 | 66.B | 64.1 | 65.8
New credit applications 62.0 |59.3 |59.8 | 59.7 | 61.2 | 60.5 | 62.8 | 63.7 | 57.3 | 59.8 | 63.3 | 62.7 | 62.2
Dollar collections 61.2 | 56.7 |62.5 | 60.2 | 58.9 | 60.0 |60.2 |63.1|59.1 | 58.7 | 62.9 | 59.6 | 46.7
Amount of credit extended 67.2 | 63.6 | 668 | 641 | 66.7 | B6.3 | 655 |67.8 | 618 | 64.3 | 664 | 66.2 | 66.1
Index of favorable factors 63.6 | 60.0 | 63.9 | 61.7 | 62.2 | 63.5 | 63.8 | 65.7 | 59.4 | 61.4 | 64.9 | 63.2 | 60.2
Rejections of credit applications 52.1 | 524 | 526|519 522|525 |51.8 |524 514|518 |515 533 |51.0
Accounts placed for collection 49.0 | 485 | 493 [ 489 | 48.7 | 50.3 | 495 | 505 | 498 | 51.7 | 49.8 | 50.4 | 48.7
Disputes 49.1 | 479 |50.4 [ 48.8 | 49.1 | 51.7 | 47.6 | 48.3 | 49.7 | 49.6 | 49.6 | 47.7 | 48.0
Dollar amount beyond terms 51.0 | 45.9 | 504 | 483 | 47.4 | 504 |47.3 | 475|493 | 47.0 | 49.9 | 47.2 | 46.4
Dollar amount of customer deductions 49.2 | 48.7 |49.1 | 48.1 | 49.2 | 49.8 | 48.7 | 48.9 [ 49.7 | 49.7 | 49.1 | 49.8 | 484
Filings for bankruptcies 53.5 | 52.7 | 534 | 53.6 | 55.3 | 56.2 | 55.3 | 55.1 | 55.0 | 55.2 | 55.4 | 55.2 | 53.8
Index of unfavorable factors 50.6 | 49.3 | 50.9 | 49.9 | 50.3 | 51.8 | 50.0 | 50.4 | 50.8 | 50.8 | 50.9 | 50.6 | 49.4
NACM Combined CMI 55.8 | 53.6 | 56.1 | 54.6 | 55.1 | 56.5 | 55.5 | 56.6 | 54.2 | 55.1 | 56.5 | 55.6 | 53.7

Source: http://web.nacm.org/CMI/PDF/CMIcurrent.pdf; 4/30/18
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Small Business Optimism Index Maintains at 104.8 March 2018 Report:

e 1N o a1 1 $ = 1 s NN A o
mMead AN ) ¢ avindicators seasonallv adiusted o pa nr =
asea on 10 survey InGicaitors, seasonally agjusied, Jan. 00U - April. |0

w

- “The Small Business Optimism Index
sustained record-high levels increasing to
104.8 in April, driven by reports of improved
90 profits, the highest in the NFIB Small Business
Economic Trends Survey’s 45-year history.
Additionally, the number of small businesses
70 reporting poor sales fell to a near record low.
oo w o m e April is the 17th consecutive month of

: historically high readings, accordingto the
NFIB .cov/sboi survey... .” — Holly Wade, NFIB

Record Level Of Small Businesses
Experiencing Profit Growth

“The frequency of positive profit trends went up three points in April due to gains in operating
productivity and stronger sales as well as the newly implemented tax law.

Reportsof capital outlaysrose three points thismonth to 61 percent, indicating that small businesses are
confident and strong enough to make investments. Ofthose businesses making expenditures, 43 percent
arespendingon new equipment (up four points), while 27 percent areacquiring vehicles (up three points).

In addition, more small businesses are planning capital outlays in the next few months, increasing three
points to 29 percent. As thedifficulty of finding qualified workers continues to be a major obstacle for
small businesses, with 22 percentciting it as their single most important business problem (up one point),
more of this planned spending is expected to go toward training and labor-saving technology.

100)

o
o
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Smallbusinessesare also confident in future sales growth, with a net 21 percent of owners expecting
higher sales volumes (up one point). These numbersare particularly high in the constructionand
manufacturing industries.” — Holly Wade, NFIB

Source: http:/fwww.nfib.com/surveys/small-business-economic-trends/; 5/8/18 Returnto TOC
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Reports Of Improved Earnings Reach Highest Levels In 45-year
History Of NFIB Small Business Economic Trends Survey

“There is no question that small business is booming.” —
Bill Dunkelberg, Chief Economist, NFIB

“There is no question that small business is booming. Consumer spending, the new tax law,
and lower regulatory barriers are all supporting the surge in optimism across all small
business industry sectors.” — William C. Dunkelberg, Chief Economist, NFIB

“Never in the history of this survey have we seen profit trends so high. The optimism small
businesses owners have about the economy is turning into new job creation, increased wages
and benefits, and investment.” — Juanita Duggan, President and CEO, NFIB

“Overall, the outlook remains exceptionally positive. Forecasters have the growth pace near
3 percent, even with the weak start in the first quarter (which will likely be revised up). The
main impediment to growth will be the short supply of labor, which plagues all industries
but especially manufacturing and housing. House prices are rising sharply but are not
directly included in the inflation measures. Housing starts are still running below the
estimated 1.5 million needed based on demographics. This pressure will show up in rents
and ultimately in the PCE inflation measure. That said, 2018 will be “lookin’ good.”” —
William C. Dunkelberg, Chief Economist, NFIB

Source: http://www.nfib.com/surveys/small-business-economic-trends/; 5/8/18
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The Paychex | THS Markit Small
Small Business Employment Watch

Small Business Jobs Index Small Business Wage Data
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Source: https://www.paychex.com/employment-watch/; 5/1/18
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The Paychex | IHS Small Business Jobs Index

National Jobs Index

* “The decline in 2018 has been slow and steady, falling 0.12 percent in April and 0.35
percent during the past quarter.

* At 99.53, the national index is down 0.96 percent from last year and is at its lowest level
since 2010.” — James Diffley, Chief Regional Economist, IHS Markit

Source: https://www.paychex.com/employment-watch/; 5/1/18 Returnto TOC



Private Indicators

Regional Performance

EF

Midwest 99.82 -0.40%
Mortheast 299.41 -0.58%
South 100.02 -1.45%
West 98.99 -1.38%

Change | 12-Month

Note: Percentagesdisplayed in the regional heat map reflect 1-month changes.

The Paychex | IHS Small Business Jobs Index
Regional Jobs Index
* “Closing in on the top-ranked South, the Midwest was the only region to increase in
April, 0.26 percent to 99.82.

» Ranked last among regions since September, the West has declined ten of the last 12
months.” — James Diffley, Chief Regional Economist, IHS Markit

Source: https://www.paychex.com/employment-watch/; 4/4/18 Returnto TOC
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“The S&P CoreLogic Case-Shiller U.S. National Home Price NSA Index, covering all nine U.S.
census divisions, reported a 6.3% annual gain in February, up from 6.1% in the previous month.
The 10-City Composite annual increase came in at 6.5%, up from 6.0% in the previous month. The
20-City Composite posted a 6.8% year-over-year gain, up from 6.4% in the previous month.

S&P CoreLogic Case-Shiller National Home Prices:
Cities In The West Continue To Lead Housing Momentum

Home prices continue to rise across the country. The S&P CoreLogic Case-Shiller National Index
IS up 6.3% inthe 12 months through February 2018. Year-over-year prices measured by the
National index have increased continuously for the past 70 months, since May 2012. Over that
time, the price increases averaged 6% per year. This run, which is still ongoing, compares to the
previous long run from January 1992 to February 2007, 182 months, when prices averaged 6.1%

annually. With expectations for continued economic growth and furtheremploymentgains, the
currentrunofrising prices is likely to continue.

Increasing employment supports rising home prices both nationally and locally. Among the 20
cities covered by the S&P CoreLogic Case-Shiller Indices, Seattle enjoyed both the largest gain in
employment and in home prices over the 12 months ended in February 2018. At the other end of
the scale, Chicago was ranked 19th in both home price and employment gains; Cleveland ranked
18th in home prices and 20th in employment increases. In San Francisco and Los Angeles, home
price gains ranked much higher than would be expected from their employment increases,
indicating that Californiahome prices continue to rise faster than might be expected. In contrast,
Miami home prices experienced some of the smaller increases despite better than average
employment gains.” — David Blitzer, Managing Director and Chairman of the Index Committee,
S&P Dow Jones

Source: https:/iwww.spice-indices.com/idpfiles/spice-assets/resources/public/documents/696953_cshomeprice-release-0424.pd; 4/24/18 Returnto TOC
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S&P/Case-Shiller Home Price Indices
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“The indices have a base value of 110 in March 4000; thus, for example, a current index value of 150 translates to a 50%
appreciation rate since March 4000 for a typical home located within the subject market.” — S&P CoreLogic

Source: https:/iwww.spice-indices.com/idpfiles/spice-assets/resources/public/documents/696953_cshomeprice-release-0424.pd; 4/24/18 Returnto TOC
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Millennials Spend About $93,000 on Rent
by the Time They Hit 30
With a rent burden of 45%, Millennials pay $92,600 in total rent

“Millennials pay a whopping $92,600 in total rent by the time they turn 30, more than what their
Baby Boomer parents paid by the time they hit the same age. It seemsthat Millennialsdo put a
massive amount of money into renting, but the numbers also show that their total median income is
the highest among generations, earning about $206,600 in 8 years. However, they spend 45% of
this income on rent between the ages of 22 and 30, which is more than the recommended 30%. In
fact, none of the two previous generations managed to keep the rent burden under 30% with Gen
Xers witnessing a rent burden of 41% and Baby Boomers of 36%.” — Florentina Sarac, Creative
Writer, RENTCafe

Source: https://www.rentcafe.com/blog/apartment-search-2/money/millennials-spend-93000-on-rent-by-the-time-they-hit-30/; 3/27/18 ReturnTOC
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total rent paid

lg $92,600 .3 $82,200 .E $71,000

Based on U.S. Census Bureau data Brought to you by RE NTC&/{,’

Millennials Spend About $93,000 on Rent
by the Time They Hit 30

“Both Gen Xers and Baby Boomers made less money than Millennials but they also spent less on
rent. Gen Xers spent a total of $82,200 on rent when they were in their 20s, and they earned about
$202,100. The same is true for Baby Boomers as they earned $195,700 while $71,000 of that went
towards rent. Besides the heavy rent burden, there are several other reasons why Millennials
witness such big financial challenges. One of them is the ever-increasing student loan debt, which
many economists blame as the reason Millennials aren’t able to buy homes. Millennials do make
more money than any other generation before them, but they’re also said to be spending more on
things that are not necessarily essential, like Uber rides, pricey coffee or eating out. At the same
time, spending habits depend very much on where they live, and as many Millennials prefer urban
areas and big cities, this can only result in higher costs.” — Florentina Sarac, Creative Writer,
RENTCafe

Source: https://www.rentcafe.com/blog/apartment-search-2/money/millennials-spend-93000-on-rent-by-the-time-they-hit-30/; 3/27/18 ReturnTOC
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Younger Millennials pay more rent than older Millennials

“Our analysis also found that younger Millennials, now aged between 22 and 29 years old, have
had to pay a larger amount of money on rent than older Millennials, now aged 30 to 40. Younger
Millennials are paying a median rent of $97,400 before turning 30, while older Millennialspaid
about $90,500, almost $7,000 less than younger Millennials. The two demographics were
impacted by both the recessionand social factors ina way that pushed them to rent longer than any
other previous generation.

As far as the rent burden goes, there’s a visible difference between younger Millennials and older
Millennials. Witha rent burden of 47% between the ages of 22 and 30, younger Millennials
surpass older Millennials who spent about 44% of their income on rent during the same period of
time. The high rent burden carried by younger Millennials is mostly due to the increase in the
median rent paid. Whileit’s true that their income was $3,400 higher than that of older
Millennials, they also paid $6,900 more in rent.

Given their overwhelming student loan debt, younger Millennials may carry on renting, simply
because the prospect of buying is not yet attainable. On the other hand, older Millennials are
starting to slowly shift towards home ownership. As they are finally catching up with the
American Dream, this will surely drive demand for homes for sale. Their lifestyle patternsso far
show that Millennials need affordable homes with attractive amenities. As they’re starting to form
families, they’ll soon be ready to put their hard-earned money into their own home.” — Florentina
Sarac, Creative Writer, RENTCafé

Source: https://www.rentcafe.com/blog/apartment-search-2/money/millennials-spend-93000-on-rent-by-the-time-they-hit-30/; 3/27/18
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Younger Millennials and Older Millennials = i
Total median income vs. total rent paid for an 8-year period (ages 22 to 30) o
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Rent Burden for Millennials between the Ages of 22 and 30

All Millennials
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Economics
Top 10 States in

Employment Growth

Number and Percent Increase in Employment from 2015 to 2016
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Note: Employment during the week of March 12. Ordering of states
ranked in the top 10 may be different from shown because of
nonsampling error and disclosure avoidance methods used to protect
the confidentiality of the data

United States™ U.S. Department of Commerce Source: 2016 County Business Patterns
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Source: https://www.census.gov/newsroom/press-releases/2018/county-business-patterns.html; 4/19/18 ReturnTOC
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2016 County Business Patterns Shows
Overall Growth in Employment

“Construction led all sectors in the largest rate of employment growth with an increase of 5.0 percent from
2015102016, accordingto new U.S. Census Bureau economic statistics. Overall, construction
employmentgrew from 6.0 million in 2015 to 6.3 million in 2016. In addition, annual payroll in
Construction (NAICS 23) grew 6.5 percent from $348.6 billion in 2015 to $371.3 billion in 2016; and
average payroll per employee grew 1.4 percent from $58,020to $58,824.

These statistics come from the 2016 County Business Patterns (CBP), which provides detailed annual
information on the number of establishments, first quarter employment, and first quarter and annual
payroll at the national, state, metropolitan area, county and congressional district levels for nearly 1,200
industries defined by the North American Industry Classification System (NAICS).

Highlights include:

« Thenumber ofall establishmentsrose 1.2 percentfrom 7,663,938 in 2015 to 7,759,807 in 2016.

» Firstquarter employment wasup 2.1 percentfrom 124,085,947 t0 126,752,238, and annual payroll
was up 2.9 percentfrom $6.3trillion in 2015 to $6.4 trillion in 2016.

» The largest employmentgains in Construction occurred in California (36,817), Florida (33,463) and
New York (27,662). Employmentgains in Specialty Trade Contractors (NAICS 238) (221,140) led
this growth with Building Finishing Contractors (NAICS 2383) increasing the most among Specialty

Trade Contractors with a growth0f93,209 employees.” — Kristina Barrett, Public Information Office;
U.S. Census Bureau

Source: https://www.census.gov/newsroom/press-releases/2018/county-business-patterns.html; 4/19/18
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2016 County Business Patterns Shows
Overall Growth in Employment

* “The greatest number of employees was in Health Care and Social Assistance (NAICS 62), which
rose2.7 percentto 19.7 million employees workingat 890,519 establishments in 2016.

« Food Services and Drinking Places, (NAICS 722) had the largest increase in first quarter employment
withan increase of 4.2 percent from 11,164,851in 2015t0 11,636,640in 2016.

» The largest percentage increases in first quarter employmentamong statesoccurredin Florida (5.0
percent) and Arizona (3.7 percent).

 Amongthetop 50 U.S. counties with the mostemployees, the top three for employment growth were:

« Wake County, N.C., (whose largest city is Raleigh) with a growth of 5.2 percent andan
employmentincrease 0f22,293.

» Kings County, N.Y., (whose largest borough is Brooklyn) with an increase of 28,282 employees
and a growthof4.9 percent.

« Bexar County, Texas, (whose largest city is San Antonio) with an increase 0f 31,394 in
employment, representing 4.4 percent growth.” — Kristina Barrett, Public Information Office;
U.S. Census Bureau

Source: https://www.census.gov/newsroom/press-releases/2018/county-business-patterns.ntml; 4/19/18 ReturnTOC
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Congressional Budget Office’s
Projections of Spending for the 2018—2028 Period

Spending Is Projected to Rise Significantly Relative to GDP

“In CBO’s baseline projections, outlays continue to rise in relation to the size of the economy over the
coming decade, reaching 23.3 percentof GDPin 2028 (adjusted to exclude the effects of timing shifts), an
increase of 2.5 percentage points from the adjusted estimate for 2018. Relativeto GDP, mandatory
spending and net interest costs are projected to rise significantly, whereas discretionary spending is
projectedto decline. Specifically:

Mandatory spendingis projectedto increase by 2 percentage points (from 12.9 percentof GDPto 14.9
percent), primarily because the aging of the population and rising health care costs per beneficiary
will increase spending for Social Security, Medicare, and other programs.

As interest rates return to historically higher levels and federal debt continues to mount, net outlays
for interest are projected to jump significantly, increasing by 1.5 percentage pointsand nearly
doublingas a share of theeconomy (from 1.6 percentof GDPto 3.1 percent) by 2028.

Discretionary spendingis projected to fallby 1.0 percentage pointas ashare of GDP — from 6.4
percentto 5.4 percent. That declinereflects lower statutory limits on discretionary funding in 2020
and 2021 and the assumption (required by law) that discretionary funding will grow at the rate of
inflation —which is slower than projected growth in GDP — beginning in 2022. Those projected
decreases follow significant increases in discretionary funding provided for 2018 in the Consolidated
Appropriations Act,2018.” — Amber Marcellino, Analyst; Budget Analysis Division; Congressional
Budget Office

Source: https://mwww.cbo.gov/publication/53766; 4/17/18
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Outlays, by Category
Under current law, rising spending for Social Security and Medicare would boost mandatorny outlays,
Total discretionary spending is projected to fall as a share of gross domestic product as outlays grow
modeastly in nominal terms. AL the same time, growing debt and higher interest rates are projected to
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Virginia Tech Disclaimer

Disclaimer of Non-endorsement

Reference herein to any specificcommercial products, process, or service by trade name, trademark, manufacturer, or
otherwise, does not constitute or imply its endorsement, recommendation, or favoring by Virginia Tech. The views and
opinionsofauthorsexpressed herein do not necessarily state or reflect those of Virginia Tech, and shall not be used for
advertising or product endorsement purposes.

Disclaimer of Liability

With respect to documents sent out or made available from this server, neither Virginia Tech nor any of its employees, makes
any warranty, expressed or implied, including the warranties of merchantability and fitness for a particular purpose, or
assumesany legal liability or responsibility for the accuracy, completeness, or usefulness of any information, apparatus,
product, or process disclosed, or represents that its use would not infringe privately owned rights.

Disclaimer for External Links

The appearance of external hyperlinks does not constitute endorsement by Virginia Tech of the linked web sites, or the
information, products or services contained therein. Unless otherwise specified, Virginia Tech does not exercise any editorial
control over the information you March find at these locations. All links are provided with the intent of meeting the mission
of Virginia Tech’s web site. Please let us know about existing external links you believe are inap propriate and about specific
additional external links you believe ought to be included.

Nondiscrimination Notice

Virginia Tech prohibits discrimination in all its programs and activities on the basis of race, color, national origin, age,
disability, and where applicable, sex, marital status, familial status, parental status, religion, sexual orientation, genetic
information, political beliefs, reprisal, or becauseall or a partofan individual's income s derived from any public assis tance
program. Personswith disabilities who require alternative means for communication of programinformation (Braille, large
print, audiotape, etc.) should contactthe author. Virginia Tech is an equal opportunity provider and employer.

ReturnTOC



U.S. Department of Agriculture Disclaimer

Disclaimer of Non-endorsement

Reference herein to any specificcommercial products, process, or service by trade name, trademark, manufacturer, or
otherwise, does not necessarily constitute or imply its endorsement, recommendation, or favoring by the United States
Government. The views and opinions of authors expressed herein do not necessarily state or reflect those of the United States
Government, and shall not be used for advertising or product endorsement purposes.

Disclaimer of Liability

With respect to documents available from this server, neither the United States Government nor any of its employees, makes
any warranty, expressor implied, including the warranties of merchantability and fitness for a particular purpose, or assumes
any legal liability or responsibility for the accuracy, completeness, or usefulness of any information, apparatus, product, or
processdisclosed, or represents that its use would not infringe privately owned rights.

Disclaimer for External Links

The appearance of external hyperlinks does not constitute endorsement by the U.S. Department of Agriculture of the linked
web sites, or the information, products or services contained therein. Unless otherwise specified, the Department does not
exercise any editorial control over the information you March find at these locations. All links are provided with the intent of
meeting the mission of the Departmentand the Forest Service web site. Please let us know about existing external links you
believe are inappropriate and about specific additional external links you believe ought to be included.

Nondiscrimination Notice

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race,
color, national origin, age, disability, and where applicable, sex, marital status, familial status, parental status, religion, sexual
orientation, genetic information, political beliefs, reprisal, or because all or a partofan individual's income is derived from
any publicassistance program. (Not all prohibited basesapply to all programs.) Persons with disabilities who require
alternative means for communication of programinformation (Braille, large print, audiotape, etc.) should contact USDA's
TARGET Centerat 404.110.41100 (voiceand TDD). To file a complaint of discrimination write to USDA, Director, Office of
Civil Rights, 1400 Independence Avenue, S.W., Washington, D.C. 40450-11411 or call 1100.11115.4411 (voice) or
404.110.11411(TDD). The USDA is an equal opportunity provider and employer.
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