) INSTITUTE FOR
LR EcoNOMIC ADVANCEMENT

An EDA University Center

UNIVERSITY OF ARKANSAS AT LITTLE ROCK
COLLEGE OF BUSINESS

2009 Economic Forecast Conference

Arkansas Economic Outlook

Michael Pakko

Chief Economist and State Economic Forecaster
Institute for Economic Advancement

October 29, 2009

The College of Business serves as a catalyst to advance education and economic development in the State of Arkansas.

. [INSTITUTE FOR

TR Economic ADvancemeNT The Arkansas Recession

UNIVERSITY OF ARKANSAS AT LITTLE ROCK
COLLEGE OF BUSINESS

Arkansas has been affected by the national
recession, but the impact has been less severe
than in other parts of the country.

» Standard explanation: Arkansas doesn’t experience the
peaks or the valleys (the “basic economy”).

* Problems in the national economy are not “homegrown.”

» Growth continues in industries that are increasingly
important to the Arkansas economy.
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» Arkansas’ “Basic Economy”
— Coincident Index of Economic Activity
— Employment
* Regional Differences
» Local manifestations of national problems
— House Prices
— Bank Failures

« Changing industry mix — sectoral focus
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Unemployment Rates
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Arkansas Employment
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Three Phases of Recession

Arkansas Nonfarm Payroll Employment
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Indexes of Nonfarm Payroll Employment for Arkansas and MSAs
(Dec. 2007 = 100)
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Employment Growth Over Three Phases of Recession
Percent Changes
Dec. 2007 - Oct 2008 - March 2009 -
Oct. 2008 March 2009 Sept. 2009
Fayetteville - Springdale - Rogers -0.16 -1.05 -0.59
Fort Smith -0.32 -1.77 -0.13
Hot Springs -0.93 0.24 1.30
Jonesboro 0.78 0.71 -1.47
Little Rock - N. Little Rock - Conway -0.15 -1.12 -0.66
Memphis -1.23 -1.63 -0.82
Pine Bluff -0.78 -1.42 -0.39
Texarkana 1.34 -0.87 -1.52
ARKANSAS TOTAL -0.15 -2.26 -0.74
u.s. -1.03 -2.73 -1.54

Source: U.S. Bureau of Labor Statistics,
Seasonally Adjusted data for MSAs are from the Institute for Economic Advancement
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Arkansas Employment

Metro Area Unemployment Rates
Not Seasonally Adjusted Seasonally Adjusted*
Aug. 2008 July 2009 Aug.2009  Aug. 2008 July 2009 Aug. 2009
Fayetteville-Springdale-Rogers 3.9 6.2 5.4 4.0 5.5 5.5
Fort Smith 4.6 7.7 7.1 4.9 7.5 7.5
Hot Springs 5.2 7.0 6.4 5.3 6.6 6.6
Jonesboro 4.8 7.2 6.4 4.8 6.5 6.4
Little Rock-N. Little Rock-Conway 4.4 6.7 6.0 4.4 6.1 6.0
Memphis 71 103 10.4 7.0 10.0 10.2
Pine Bluff 7.3 9.8 9.1 7.2 9.0 9.0
Texarkana 4.9 6.4 6.4 4.8 6.1 6.3
Arkansas Total 5.1 7.7 6.8 5.1 7.4 7.1
U.S. Total 6.1 9.7 9.6 6.2 9.4 9.7

Source: U.S. Bureau of Labor Statistics
*MSA data are seasonally adjusted by the Institute for Economic Advancement.
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Arkansas Housing Prices

Year-Over-Year Changes in Housing Prices - Arkansas and U.S.
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Year-Over-Year Changes in House Prices - Selected MSAs
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Cumulative Change in House Prices Before and After
National Peak (2007:Q2)
2004:Q2 - 2007:Q2 2007:Q2 - 2009:Q2
Fayetteville - Springdale - Rogers 23.3 -6.3
Fort Smith 16.5 4.3
Hot Springs 26.9 3.0
Jonesboro 9.0 1.1
Little Rock - N. Little Rock - Conway 17.9 1.5
Pine Bluff 15.2 5.4
Texarkana 11.5 6.6
Arkansas 19.8 0.2
us. 24.7 -6.2
Phoenix, AZ 66.2 -29.4
Source: Federal Housing Finance Authority (FHFA)
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Arkansas Real Estate
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Banking Industry in Arkansas:

Arkansas Banking

» According the FDIC, there have been 139
bank failures nationwide since the onset of
the recession.

 Number of bank failures in Arkansas: 1

* More to come from our luncheon speaker ....
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Arkansas Banking

Residential Mortgage Delinquency Rates for Eighth District States
Percent 90+ Days Delinquent or in Foreclosure, 2009:Q2

NOTE: FRM, fixed-rate mortgages; ARM, adjustable-rate mortgages.
SOURCE: Mortgage Bankers Association, National Delinquency Survey/Haver Analytics.

Prime Subprime

All mortgages Total FRM ARM Total FRM ARM
Missouri 5.0 3.0 25 7.3 18.6 13.7 27.2
lllinois 8.6 5.5 4.0 13.6 29.9 19.7 40.3
Indiana 8.4 5.0 42 125 238 183 343
Kentucky 5.7 33 2.7 9.1 204 15.3 316
Tennessee 59 33 27, 8.8 19.7 14.6 30.1
Mississippi 74 4.2 3.6 14.0 22.6 17.9 34.1
Arkansas 45 2.8 233 8.6 17.0 13.0 258
U.S. Total 8.0 5.4 35 15.1 26.5 17.1 38.7

From the Federal Reserve Bank of St. Louis, Current Economic Conditions in the Eighth Federal
Reserve District, Little Rock Zone (Burgundy Book), September 24, 2009
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Changing Industry Mix

Arkansas Employment Shares
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* Model: Arkansas Baseline from Moody’s
economy.com

 Inputs: Consensus Forecast for U.S. (IEA)

* Method:

» Estimate relationship between national and state
variables from the Moody’s model

> Substitute consensus forecast for national values
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Arkansas Gross State Product
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Arkansas Personal Income Growth

Quarterly Percent Changes at Annual Rates
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Arkansas Unemployment Rate
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Arkansas Forecasts

Arkansas Payroll Employment
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Arkansas Forecasts

2007 (actual)
Change Percent

Forecasts for Arkansas Payroll Employment by Supersector (Q4/Q4)

Total Nonagricultural

Natural Resources & Mining
Construction

Total Manufacturing

Trade, Transportation & Utilities
Information

Financial Activities

Professional & Business Services
Education & Health Services
Leisure & Hospitality

Other Services

Total Government

6600 0.5%
1733 21.5%
-667  -1.2%
-8133 -4.2%
633 0.3%
-200  -1.0%
267 0.5%
3200 2.8%
3867 2.5%
2100 2.1%
167 0.4%
3633 1.7%

2008 (actual)
Change Percent
-7833 -0.6%
1233 12.6%
333 0.6%
-8000 -4.3%
-8100 -3.2%
-1133  -5.9%
-1367  -2.6%
-933 -0.8%
4000 2.6%
2033 2.0%
133 0.3%
3967 1.9%

2009
Change Percent
-24967  -2.1%
861 7.8%
-5053  -8.9%
-18992 -10.6%
-8799  -3.6%
-1344 -7.4%
-3387  -6.5%
-1291  -1.1%
11452 7.2%
-2051 -2.0%
127 0.3%
3510 1.6%

2010
Change Percent
7333 0.6%
528 4.4%
-3712 -7.2%
-1988  -1.2%
1219 0.5%
62 0.4%
398 0.8%
2865 2.5%
3645 2.1%
-157  -0.2%
92 -0.2%
4567 2.1%

2011
Change Percent
20697 1.8%
454 3.7%
835 1.7%
230 0.1%
2388 1.0%
206 1.2%
453 0.9%
4649 3.9%
4719 2.7%
2549 2.5%
472 1.0%
3742 1.7%
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Existing Single Family Home Sales, Arkansas
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Arkansas Forecasts
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For more information and analysis of the Arkansas Economy,
visit the Arkansas Economist. www.arkansaseconomist.com
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Arkansas Economist

A forum for information and discussion about the Arkansas economy.
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Upcoming Event:

UALR Arkansas
Economic Forecast

September data on Arkansas employment and unemployment was released by the Bureau of Labor Conference

State Employment Report Provides Mixed Signals
By Michael, October 21, 2009 12:22 P

Statistcs (BLS) this morring. The report provides mixed signals Ghssilag; Qebesnofi
The September at 7.15%

Arkansas is now 2.7 percentage points below the national unemployment rate. The household survey DoubleTree Hotel
also shawed o employed rse by e Little Rock, AR

number unemployed also rose, bt only by 532 jobs.

Click HERE for more information
On the other hand, the payroll survey showed a large decine in the number of Arkansas jobs. The
new data show 3 decine of 7700 jobs in September. Moreover the number for August was revised
down by 1600 jobs. By this measure, the trend of stabilizing employment would seem to have. The Arkansas Economic
collapsed. Issues Breakfast Series

Generally speaking, the more accurate and onlabor market. A semiannual statewide business and
conditions. However, they are also subjact to signiicant revisions fram month to month, and undergo  economic discussion via

major benchmark revision in the spring of each year. We
employment report is a statistcal fluke. Nevertheless, we shoud not dismiss the numbers just yet.
The discrepency between the two surveys is an indication of the degree of uncertainty that we have
regarding the employment outlook for Arkansas.

First Event was held: September 30,
2002, beginning at 7:00 AM

[T it Zi s [Fo0% - |




