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V Key Topics

» Phoenix inflation is still outpacing the U.S.
» Arizona housing affordability remains very low
» Arizona’s jobs are back on their pre-pandemic trend

» With low unemployment, rapidly rising wages, and a mountain of
open jobs

» Baseline U.S. forecast calls for a ‘soft landing’

» With no U.S. recession

» Long-term, Arizona far outpaces U.S. growth, with Phoenix
leading the way
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Phoenix Inflation Is Outpacing the U.S.

All-Items CPIU, Over the Year
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It’s Not Because of Commodities Inflation

Commodities CPIU, Over the Year
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VGlobal Supply Chains Matter For Goods Inflation

New York Federal Reserve Global Supply Chain Pressure Index

Standard deviations from average value

Measured by global 2
transportation costs i
(sea shipping and air 3
transport) and supply- 2
chain indicators (delivery !
times, backlogs, and more). :’
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https://www.newyorkfed.org/research/policy/gscpi#/interactive
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l; Phoenix Shelter Inflation Far Above U.S.
Shelter CPIU, Over the Year
Percg(r)\t
Phoenix
2023
L 12 u.s. 7.8%
Phoenix 12.1%
L8
u.s.
L4
0
19 20 21 22 23

gég Eller College
.| of Management

George Ham?nond, director
Economic and Business Research Center
ghammond@eller.arizona.edu 3



2023 Arizona Housing Forum

s

House Prices Have Stabilized

Phoenix and Tucson
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2018 2019 2020 2021 2022 2023

Median House Price

_ Tucson | Phoenix

July 2022 $368,875 $485,000
July 2023  $380,000 $466,332
%change 3.0% -3.8%

Phoenix median sales
price is down 8.6% from
May 2022 peak.

Tucson median sales
price is up 2.7% from
June 2022 peak.
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U.S. Mortgage Interest Rates Doubled

30-Year Fixed

Percent
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7 Housing Affordability Trends

NAHB-Wells Fargo

The share of homes sold
that are affordable to a
family making the
median income.

|| Phx] Tus| US|

" 201904 649 712 63.2
s 202004  65.7 742 63.3
- 2021Q4 445 58.0 54.2
" 202204 18.3 35.0 38.1

2023Q1 343  46.8 45.6

1995 2000 2005 2010 2015 2020 2023Q2 30'1 38'6 40'5

ZAS Eller College
.| of Management

L Housing Affordability

NAHB-Wells Fargo

| [201904/ 202302
Los Angeles 11.3 3.2
San Francisco 12.3 7.0
San Jose 20.6 9.0
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7 Housing Affordability

NAHB-Wells Fargo
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Lake Havasu City-Kingman
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7 Arizona Housing Permits

Seasonally Adjusted Annual Rates
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1; Arizona’s Jobs Are Back on Pre-Pandemic Trend
Forecast Completed First Quarter 2020
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L Arizona Jobs by Industry

Change from February 2020 to July 2023
Thousands, Seasonally Adjusted

Trade, Transportation, and Utilities
Priv. Education and Health Services
Professional and Business Services
Construction

Financial Activities

Manufacturing
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Other Services
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Arizona’s Labor Market Is Tight

Arizona and U.S. Unemployment Rates, Seasonally Adjusted,

Through July 2023 Percent
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Employment Cost Index

Total Private-Sector Compensation for U.S. and Phoenix MSA

Pefceng Year-Over-Year Percent Change
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U.S. Forecast Summary

S&P Global, July 2023

2022 2023 2024 2025 2026

Real GDP Growth 21 1.8 1 a5 1.7
Pers. Cons. 27 2.0 13 3237 24
Bus. Fixed Investment 39 30 08 07 12
Res. Investment -10.6 -11.3 06 3.7 15
Government -06 28 09 07 0.6
Exports 71 27 40 49 41
Imports 81 -14 36 46 3.7
Nonfarm Job Growth 43 23 03 02 0.1
Unemployment Rate 36 36 40 46 438
Federal Funds Rate .7 51 51 35 27
AAA Corporate Rate 41 47 46 44 43
Inflation (CPIU) 80 41 27 26 23
Housing Starts (Mil.) 1.55 1.41 135 1.40 1.40

Consumer Confidence (U.Mich.,%) -24.0 9.4 152 14.2

6.0
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U.S. Interest Rates

S&P Global, July 2023
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Third Quarter 2023

L Arizona Short-Run Forecast Summary

Actual Forecast

2022 2023 2024 2025

Growth Rate
Nonfarm Jobs
Personal Income
Retail Plus Remote Sales
Population
Level
Unempl. Rate
Housing Permits

A

4.2 2.3 2.0 2.0
3.3 6.5 5.8 6.0
8.1 1.6 3.1 5.5
1.7 1.5 1.2 1.3
3.8 3.7 4.3 4.6
60,994 48,288 41,808 44,876
Eller College
of Management
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7 Arizona Job Growth Slows

Annual

Growth Rates
Pe rceé‘nt

Jobs:

1977-2007: 4.1%PY
1992-2022: 2.4%PY
2023-2052: 1.2%PY
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Arizona Housing Permits

Annual

100,000

- 80,000

- 60,000
\r‘\:&

L 40,000
V Single Family

20,000

Multi Famil
T T T T T y T 0

0 90 00 10 20 30 40 50

S —

7

ZAS Eller College
.| of Management

21

Arizona and U.S. Job/Population Ratios

Annual Data

Percent
4
N~— U3
\/\/\/ I 44
/ Arizona
-40
- 36
-32
T T T T T T T 28

ZA! Eller College
.| of Management

George Hamzrrzlond, director

Economic and Business Research Center
ghammond@eller.arizona.edu

8/25/2023

11



2023 Arizona Housing Forum

7 Arizona Net Migration and Natural Increase

Annual Data, Fiscal Year
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7 Gross Migration Flows to Arizona

Public Use Microdata Sample, ACS 2017-2021

Arizona Phoenix MSA Tucson MSA
California 63,409 California 39,659 California 8,078
Washington 18,503 Washington 12,946 Colorado 2,446
Texas 14,976 Texas 9,980 Texas 2,381
Colorado 13,035 llinois 9,281 Washington 1,840
Ilinois 11,772 Colorado 7,817 Florida 1,495
Oregon 9,158 Minnesota 5,993 lllinois 1,431
Florida 8,166 Oregon 5,839 New Mexico 1,077
Minnesota 8,105 New York 5,418 Oregon 988
New York 7,064 Florida 5,355 New York 822
Utah 6,923 Utah 4,759 Nevada 820

Source: author's calculations, ipums.org, ACS Five-Year 2017-2021,
Public Use Microdata Sample
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Phoenix and Tucson Population Growth

Annual Growth Rates
Percent
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Arizona Per Capita Personal Income Gap

Annual Data
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Four-Year College Attainment Rates

Working-Age Residents, ACS, 2021
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Key Takeaways

» Inflation is decelerating but still has a long way to go

» Housing affordability dropped in the second quarter

» And remained far below pre-pandemic levels
» Arizona’s jobs are back on trend

» And the labor market remains very tight
» The baseline forecast calls for growth to continue

» In the long run, Arizona is forecast to outpace U.S. growth

» But education attainment and water sustainability are important risks
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. New features now available!
The Arizona’s Economy App
Real-time data at your fingertips.

Free at the Apple App Store and Google Play.
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Learn about Southern Arizona.
mapazdashboard.arizona.edu
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l: Explore data for border economies.

Arizona-Mexico Economic Indicators

About  Library  Report Sponsored by

EXPORTS~ IMPORTS~ COMMODITY FLOWS~  BORDER CROSSINGS ~

ELLER COLLEGE OF MANAGEMENT
Arizona-Mexico

Economic Indicators
= ARIZONA-MEXICO

BORDER ECONOMY ~  ARIZONA-MEXICO TOURISM~  RESEARCH

ARIZONA

COMMERCE AUTHORITY

ADOT

TRADE MATTERS.

Track Arizona's trade and competitiveness = T oty :
in the U.S.-Mexico border region. | ol - A -~

. Vb s . !
azmex.eller.arizona.edu
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l7 Visit the award-winning

Arizona’s Economy

J, ARIZONA'S ECONOMY

ecover Faster Register nt: The Register eal Osta sk
R Fewer Ar

azeconomy.eller.arizona.edu
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