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»Summary

 Arkansas has experienced a slow, bumpy
recovery

By some measures, Arkansas has fallen
behind in the pace of expansion

The broad macroeconomic outlook
suggests more of the same

On the other hand ... recent trends In
home sales suggest reason for optimism

Forecast: On the high side of a slow-
growth scenario
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U.S. Real Gross Domestic Product
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Annual GDP Growth
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A bumpy recovery:

Coincident Index of Economic Activity - Arkansas
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Arkansas Personal Income - 2013 Revisions
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Employee and Employer Contributions for Social Insurance
(as percentages of Wages and Salaries plus Proprietors' Income)
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Dividends, Interest, and Rent

(as a percent of Total Personal Income)
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Effects of Tax Policy Changes on Arkansas Personal Income
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Personal Income

(Seasonally Adjusted)
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Real Personal Income
(Seasonally Adjusted)
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Real Personal Income less Transfer Receipts
(Seasonally Adjusted)
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Arkansas Taxable Sales Including Gasoline
(Seasonally Adjusted)
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Growth Rates of Arkansas Taxable Sales
(Seasonally Adjusted)

Change from Previous Change from One

Quarter Year Earlier
ATS ATSIG ATS ATSIG
2012:Q3 -2.5% -2.1% -0.5% -0.5%
2012:Q4 3.5% 3.3% 1.3% 1.2%
2013:Q1 0.2% 0.2% 0.5% 0.0%
2013:Q2 3.1% 2.4% 4.3% 3.8%
2013:Q3(P) -1.7% -1.7% 5.1% 4.2%

Sources:

(P) = Preliminary

Arkansas Department of Finance and Administration, Oil Price Information Service, Institute for Economic Advancement.
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U.S. Retail Sales and Arkansas Taxable Sales
(Seasonally Adjusted)
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Homes sold in Arkansas by Realtors®

(Not Seasonally Adjusted)
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Homes sold in Arkansas by Realtors®
(Seasonally Adjusted)
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ARA vs. NAR Home Sales, Arkansas
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FHFA House Prices

Expanded-Data Indexes (Seasonally Adjusted)
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FHFA House Prices

(All-Transactions Indexes, Seasonally Adjusted)
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FHFA House Price Changes (All-Transactions Indexes, Seasonally Adjusted)
Percent Changes*
1 quarter 2 quarters 1 year 2 years 5 years
Fayetteville-Springdale-Rogers 2.2 3.9 5.0 6.6 -11.0
Fort Smith 0.5 0.5 0.9 2.3 0.3
Hot Springs 0.8 1.1 2.9 0.6 -5.6
Jonesboro 1.1 1.7 2.1 6.1 5.5
Little Rock-N. Little Rock-Conway 0.0 0.3 1.4 2.4 -0.3
Memphis 0.9 1.3 1.4 1.6 -10.4
Pine Bluff 2.8 1.0 1.0 0.5 -2.6
Texarkana 3.5 -0.2 3.2 1.9 6.1
Arkansas 0.7 1.4 2.8 3.1 -2.8
United States 1.9 3.4 4.1 4.2 -10.2
*Percent changes to 2013:Q2.

Source: Federal Housing Finance Agency (FHFA)
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Building Permits

Single Family Building Permits
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Unemployment Rates, Arkansas and U.S.
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Unemployment

Local Area Unemployment Statistics (LAUS) - Arkansas
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Labor Force Participation Rates
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Unemployment Rates in Arkansas Metro Areas,
January 2010 - August 2013

(Smoothed Seasonally Adjusted Estimates)

Pine Bluff

=~ Memphis

_-_‘,._,— \\\

g — e
-l - Fort Smith
e Jonesboro

x - - = = Little Rock
K/x Fayetteville

Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr July
2010 2011 2012 2013

Source: Bureau of Labor Statistics.



UA
LR

=100

Index, Dec. 2007

INSTITUTE FOR

EcoNoMIC ADVANCEMENT Em p I Oy ment

COLLEGE OF BUSINESS

Nonfarm Payroll Employment, Arkansas and U.S.
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Arkansas Employment
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Current Employment Statistics:

Arkansas Nonfarm Payroll Employment - August 2013*

Employment changes (thousands of jobs) from:

Year ago Feb 2010 Dec 2007

Mining & Logging 0.0 0.3 0.4
Construction -0.3 -1.9 -9.5
Manufacturing -0.6 4.1 -33.4
Wholesale Trade -1.7 -04 -2.6
Retail Trade 7.0 11.1 4.1
Transportation & Utilities 3.9 6.9 -1.5
Information Services -0.1 -1.2 -3.4
Financial Services 0.5 04 -3.5
Professional & Business Services 2.0 8.6 7.1
Education & Health Services 4.9 11.7 20.2
Leisure & Hospitality Services -0.9 3.9 04
Other Services -1.3 -1.0 -3.5
Government -1.2 0.0 24
TOTAL 12.2 34.3 -22.8

* Seasonally adjusted data.

Source: Bureau of Labor Statistics.
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Economic Outlook

"I have seen the future and it is very
much like the present, only longer."

- Kehlog Albran, The Profit
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Model: Arkansas Baseline from Moody’s Analytics.
= Structural econometric model of the U.S. Economy

= Arkansas linked to US forecast, by sector
» Forecast tied to Moody’s macroeconomic U.S. model

Alternative Forecast Paths:

= Moody’s

= Wells Fargo

= NABE

= Wall Street Journal
= Macroeconomic Advisers
= PNC Financial
= Eftc. ...
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U.S. Real Gross Domestic Product Growth
(Percent change, annual rates)
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Arkansas Real GDP Growth
4%

3.0%

3%

2%

1%

0%

-1%

-2%
-2.0%
mActual B Forecast

-3%
2008 2009 2010 2011 2012 2013 2014 2015




AR

Q4/Q4
Growth (%)

2012
2013
2014
2015

INSTITUTE FOR

EcoNomMIC ADVANCEMENT

COLLEGE OF BUSINESS

5.3
2.0
4.1
4.5

Personal Income

Billions of dollars (SAAR)

120

115

110

=
Q
n

3

e
o

O
o

00
52

Arkansas Personal Income

pd

-

/

/\/f

— Actual

-4 Forecast

2008 2009 2010 2011 2012 2013

2014 2015




AR

Q4/Q4
Growth (%)

2012
2013
2014
2015

INSTITUTE FOR

EcoNomMIC ADVANCEMENT
COLLEGE OF BUSINESS

1.2
2.0
5.6
4.6

Retall Sales

Quarterly, Billions of dollars

16.0

15.5

15.0

14.5

14.0

13.5

13.0

12.5

12.0

Arkansas Taxable Sales (Including Gasoline)

N

A W

LW
L

— Actual

=¢p=Forecast

2008 2009 2010

2011

2012

2013

2014

2015




Sales
(Pct. Change)
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Home Sales

Quarterly Sales

Homes sold in Arkansas by Realtors®
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Employment
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Employment Growth Forecasts by Sector (Q4/Q4)
Thousands Percent

2012 2013 2014 2015 2012 2013 2014 2015

Total Nonagricultural 4.2 8.6 22.5 23.6 0.4 0.7 1.9 1.9
Natural resources and Mining -1.4 0.1 0.1 0.1 -12.0 1.5 1.0 1.2
Construction -2.1 1.5 2.3 1.4 -4.4 3.2 4.8 2.9
Manufacturing -2.1 -1.0 -0.5 0.3 -1.3 -0.7 -0.3 0.2
Trade, Transportation & Utilities 7.8 4.1 0.8 1.4 3.3 1.6 0.3 0.6
Wholesale Trade 0.8 -0.6 0.2 0.4 1.8 -1.3 0.5 0.8
Retail Trade 4.4 4.5 0.4 0.6 3.3 3.3 0.3 0.4
Transportation & Utilities 2.6 0.2 0.2 0.4 4.2 0.3 0.3 0.7
Information -0.3 0.0 0.3 0.3 -2.0 0.2 2.1 1.9
Financial Activities 0.5 0.0 0.5 0.8 1.1 0.1 1.1 1.6
Professional & Business Services -1.6 3.2 4.4 5.3 -1.3 2.6 3.5 4.1
Education & Health Services 2.7 4.4 5.5 6.0 1.6 2.5 3.1 3.3
Leisure & Hospitality 1.4 0.6 4.4 4.6 1.4 0.6 4.2 4.3
Other Services 0.1 -1.8 0.4 0.6 0.2 -4.1 1.0 1.3
Government -0.9 -2.6 4.2 2.7 -0.4 -1.2 2.0 1.2
Federal Government -0.1 -0.9 -0.1 -0.1 -0.6 -4.2 -0.7 -0.8
State government 0.4 0.6 2.1 1.5 0.5 0.8 2.7 1.9
Local government -1.1 -2.3 2.3 1.3 -0.9 -1.9 2.0 1.1




INSTITUTE FOR
%{ EcoNoMIC ADVANCEMENT Unem p I Oy ment

COLLEGE OF BUSINESS

Arkansas Unemployment Rate
(Seasonally Adjusted)
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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 Confel‘e]’]_ce
Statistics (BLS) this morning. The report provides mixed signals.

Thursday, October 29th
The household survey shows that the unemployment rate remained stable in September at 7.1%.
DoubleTree Hotel
Arkansas is now 2.7 percentage points below the national unemployment rate. The household survey

also showed that the number of employed rose by mere than 8400 from August to September. The Little Rock, AR
number unemployed also rose, but only by 539 jobs.

State Employment Report Provides Mixed Signals

By Michael, October 21, 2008 12:22 PM ) Comments (0)

Click HERE for more information.
0On the other hand, the payroll survey showed a large decline in the number of Arkansas jobs. The
new data show a decline 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

#aEE

A semiannual statewide business and

Generally speaking, the payroll numbers are more accurate and provide more detail on labor market
conditions. However, they are also subject to significant revisions from month to month, and undergo economic discussion via
a major benchmark revision in the spring of each year. We may find that the September payroll videoconferencing
employment report is a statistical fluke. Nevertheless, we should 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,
2009, beginning at 7:00 AM
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