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Mervin Jebaraj, Director
Center for Business and Economic Research
June 18, 2025

Twitter: @MervinJebaraj
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Real GDP Growth
2019 Q1 - 2025 Q1
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5.0% A
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2.0% A

1.0% A

0.0% -

-6.0% -
GDP

Source: BEA; EY-Parthenon
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Real GDP
Percentage points contribution to GDP growth in Q1 2025

B Consumer spending ® Business investment
= Residential investment Government spending
m Net trade Inventories

e Total

excl. inventories excl. trade & inventories
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Average effective tariff rate

Daily, Jan. 20 toJune 3, 2025

10% worldwide
baseline tariff; 25%

UK trade deal;
Chinese tariffs
paused

Court invalidates

auto tariff /

20% tariff on China;
25% on Canada and
Mexico

—

40%
30%
20%
10% tariff on
10% China
;
0%
Feb.
2025

March April

Data: Budget Lab at Yale; Chart: Axios Visuals

May

emergency tariffs;
reversed on appeal

15.6%

June



Figure 2. U.S. Average Effective Tariff Rate Since 1790

Customs duty revenue as a percent of goods imports
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Current Pre-Substitution Rate*
As of June 16

Current Post-Substitution Rate*
As of June 16
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* Inciudes 50% steel & aluminum tanff.

Chart: The Budget Lab - Source: Historical Statistics of the United States Ea424-434, Monthly Treasury Statement, Bureau of Economic Analysis, The Budget Lab analysis. -
Created with Datawrapper
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Z Real US GDP (Current Estimate)
(Percent change, annualized)
2024Q1 2024Q2 2024Q3 2024Q4 202501 YoY
GDP 1.6 3.0 3.1 2.4 -0.3 2.1
Consumer spending 19 2.8 3.7 4.0 1.8 3.1
I Durables -1.7 5.4 7.6 12.4 -3.4 5.3
Nondurables -0.8 1.7 4.6 3.1 2.7 3.0
Services 3.4 2.7 2.8 3.0 2.4 2.7
I l Fixed Investment 6.5 2.3 2.1 -1.1 7.8 2.7
Nonresidential investment 4.5 3.9 4.0 -3.0 9.8 3.6
Structures 6.2 0.2 -5.0 2.9 0.4 -0.4
Equipment 0.3 9.9 10.8 -8.7 22.5 8.0
Intellectual property 7.5 0.7 3.1 -0.5 4.1 1.8
Residential investment 13.7 -2.8 -4.3 5.5 1.3 -0.1
Exports 1.9 1.0 9.6 -0.2 1.8 40.7
Imports 6.1 7.6 10.7 -1.9 41.3 3.0
Government spending 1.8 3.0 5.1 3.1 -1.5 13.4
Federal -04 4.3 8.9 4.0 -5.1 2.4
_ Federal Defense -2.5 6.5 13.9 4.8 -8.0 2.9
% Federal Nondefense 2.6 1.6 2.6 2.9 -1.0 4.0
ur State & Local 3.1 23 2.9 25 0.8 15

UNIVERSITY OF

ARKANSAS. Source: EY-Parthenon, BEA
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— Contribution to real GDP growth: nonresidential fixed investment in IT Equipment

pp (Q/Q SAAR) pp (Q/Q SAAR)
1.00 1.00
0.75 \ 0.75
0.50 0.50
| \
0.25 i 0.25
0.00 / 0.00
0.25 -0.25
-0.50 / -0.50
0.75 -0.75

1991 1993 1995 1997 1999 2001 20035 2005 2007 2009 2011 2013 2005 2007 2019 2021 2023 2025



General business condition expectations!
January 2023-April 2025

Federal Reserve Bank of Mew York
Federal Reserve Bank of Philadelphia
— Federal Reserve Bank of Dallas
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S&P 500 revenue from China is roughly four times the US trade deficit with China

3.:30 US trade deficit with China vs US corporate revenue exposure to China

1167
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0

-400 L
US trade deficit with China S&P 500 revenue from China
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Where do imports “from..." go?

Percent

100
90
20
70
60
50
40
30
20
10

0

China

m Final consumption

Japan

Canada

» Intermediate products

Mexico

Euro area

All foreign
countries
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THE COMPANIES | |
us. CANADA AUSTRALIA ASIA
M Boeing M Boeing M Boeing M Kawasaki
M Spirit M Messier-Dowty B Mitsubishi
2 Vought ¥ Fuiji
# GE B KAL-ASD
M Goodrich ¥ Chengdu Aircraft Industrial
FIXED ENGINE

TRAILING EDGE
Nagoya.Japan

Korea

MOVABLE TRAILING EDGE
Australia

TAIL FIN
Frederickson,
Washington

MAIN LANDING GEAR
WHEEL WELL

HORIZONTAL
STABILIZER Nagoya, Japan
Foggia, taly
Salt Lake City, UT CENTER WING BOX
Nagoya, Japan
AFT FUSELAGE — LANDING GEAR
Charleston, S.C. Gloucester, UK

CENTER
FUSELAGE
Grottaglie, ltaly

EUROPE

M Messier-Dowty

& Rolls-Royce
Latecoere
Alenia
Saab

FORWARD FUSELAGE
Nagoya, Japan

FORWARD FUSELAGE
Wichita, Kansas

CARGO/
ACCESS
DOORS
Sweden

Winnipeg, Canada

e

ENGINES
GE-Evendale, Ohio

Rolis-Royce-Derby, UK
FIXED AND MOVABLE
LEADING EDGE

Tulsa, Oklahoma
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Share of Imports that are Used in Residential Construction
2023 Import Value Share

THAILAND
3%

SOUTH KOREA
3%

MEXICO
11%

INDIA
4%

GERMANY TAIWAN VIETNAM 8%
4% 4% 5%
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NORTH AMERICAN AUTO SUPPLY CHAIN

A transmission module, through seven steps, starts lifein
Ontario as scrap metal and goes back and forth across the
border seven times. This is a summary of that journey.

Guelph, ON
Linamar HQ
Auto parts maker

MEXICO

SOURCE: LINAMAR CORP.

SUPPLY CHAIN STEPS

o+l —

Scrap metal from Guelph sent to
smelter

— I+l

Ohio plant sends to Linamar a
part called a hub made from the
smelted steel

ol — I+}

Aluminum housings from plant
in Mexico's Coahuila state

— I+

Other parts for assembly
process supplied from lllinois

o+l —

Parts sent to transmission
assembly plant

— I+l

Completed transmissions sent
for vehicle assembly

o+l —

Vehicles delivered to dealership
network

BRICE HALL /POSTMEDIA NEWS



Where do expenditures on “madein...” go?

Eﬂﬂ‘"’f » Go overseas m Stay in the U.S.
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ﬂbea Bureau of Economic Analysis
'-nH U.S. DEPARTMENT OF COMMERCE

Changes in Monthly Consumer Spending, March 2025
Consumer spending increased $134.5 billion
M Goods [EServices

Motor vehicles and parts

Other services

Food services and accommodations
Housing and utilities

Health care

Final expenditures of nonprofit institutions
Financial services and insurance
Recreational goods and vehicles

Other nondurable goods

Recreation services

Furnishings and durable household equipment
Food and beverages

Clothing and footwear

Other durable goods

Transportation services

Gasoline and other energy goods

U.S. Bureau of Economic Analysis

I  56.6
HN (7.7
HN 140
BN 134
B 113
B 10.0
B o5
N 386
7.7
W 48
m 41
m 40
H 31
| 0.3

-0.8 |

-29.8 IS
Billions of dollars

Seasonally adjusted annual rates
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diff%(Retail Sales: Gasoline Stations (SA, $))
ditt%(Retail Sales: Food & Beverage Stores (SA, $))
diff%(Retail Sales: Building Materials, Garden Equipment & Supply Dealers (SA, %)
diff%(Retail Sales: Motor Vehicle & Parts Dealers (SA, %))

6 - -6
4- -4
2 - 2
0 -0

5 -2

-4 | - -4

JAN MAR MAY 24JLIL SEP NOV JAN MAR MAY

Source: @ernietedeschi analysis/Census Bureau/Haver Analytics



University of Michigan consumer sentiment index

January 2007 - June 2025 (1966 Q1=100)
120 -~ _
——Consumer sentiment
——Current conditions
O 110 - Consumer expectations
100
I 90 A
l l 80 -
I : 70 = ]%I ;
|
60 -
50 H~
ol
.Li'\fl;" 40 T T T T T T T T T
UNIVERSITY OF 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025
ARKANSAS

Source: University of Michigan; EY-Parthenon



University of Michigan inflation expectations
January 2010 - June 2025 (%)

8.0% A -—=Expected inflation rate, next year

——Expected inflation rate, next 5 years
7.0% A

6.0% A

5.0% A

4.0% A

3.0% 4 i
/\' *r’ ""‘\‘“\_’i ~’ ‘,.“ J.* \ ‘

2.0% A

1.0% A

0.0%
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
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Year-over-year percent change in consumer price index (CPl)
January 2020 - May 2025

mmm Food and energy
9% Core Goods
mmm Core services ex shelter
Shelter costs

7% A —e—T otal

5% A

3%

1%

-II.. I_I it

-1% -
2020 2020 2021 2021 2022 2022 2023 2023 2024 2024 2025

Source: BLS; EY-Parthenon



@ WALTO I\I

-
=
P
W

03/04 04/02
| |

—— Domestic Not Affected — — — Domestic Affected — — — Imported

100 1

I
I
I
| ¥,
I
I

Price Index

.97 1Source: Cavallo, Llamas & Vazquez (2025). Updated on 06/1 2.-‘2&
Oct 24 Jan 25 Apr 25 Jul 25

Figure 3: U.S. Retail Price Indices in Affected and Unaffected Categories



Consensus expects inflation to rise 1n the US and fall in Europe

% (y/y) =Pl US CPI Eurozone
4.0

Forecast

3.5

3 .0 . m-».'\...-..

22

20

19

10 I 1 1 I I I
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What do you expect the impact of tariffs will be on the annual pace of personal
consumption expenditure (PCE) price index inflation in 2025?

Will have an upward impact of 0.5 — 0.749 percentage points I 23%
Will have an upward impact of 0.75 — 0.99 percentage points [N 1%
Will have an upward impact of 0.25 — 0.499 percentage points [IEIGIGITIINNEEEEEEEEEEE 13%
Will have an upward impact of 1.0 — 2.0 percentage points [IIIEIN'"'"'"S 15%
Will have an upward impact of 0.01 — 0.249 percentage points I 3%
Don't know / not sure [ 3%
Will have an upward impact greater than 2.0 percentage points Il 3%
Will have a downward impact Il 3%

Will have no impact I 3%

0% 5% 10% 15% 20% 25% 30%
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Firms plan to pass taritf-related costs to consumers

Actions firms are taking in response to higher tariffs
B Manufacturing M Services

Passing cost increases through to customers A7

Absorbing cost increases internally 1
Finding new domestic supplier(s)
Moving up purchases ahead of tariff implementation
Finding new foreign supplier(s)

Scaling down operations or closing our business
Relocating production or services to the U.S.

Other

MNone

= WALTON

ARKANSAS

70

76

APOLLO

80
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Percent of balance 90+ days delinquent

Mortgage — Student loan — Auto — Credit card — Home equity line of credit — Other
%

15.0

12.5

10.0 \

f
‘

il
o

25 T

0.0

e

=~ —d

%
15.0

12.5

10.0

7.5

5.0

2.5

Source: Federal Reserve Bank of Mew York, Macrobond, Apollo Chief Economist

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

0.0

46



Fewer Student Loan Borrowers Are in Repayment, but a More Than a Quarter of Student Loan Borrowers over 40 with
Higher Share Is Delinquent a Payment Due Are Delinquent
Share of borrowers (percent) Percent of borrowers with payment due that are past due
100 0
a0
an 25
70
A 20
60
20 15
40
30 10
20
10 2
(1]
2020:Q1 2025:Q1 2020:Q1 2025:Q1 0
13-29 40-49
Q) M Pastdue M Current, payment due ™ Mo payment due Age

sources: New York Fed Consumer Credit Panel/Equifax: author's calculations. B 202001 W 202501




The Highest Rates of Student Loan Delinquency Are
Concentrated in the South

Share of borrowers with payment due that are past due

W Less than 15% MW15%-19.9% W 20% - 24.9%

B 5% - 29.9% B 30% or more Almost Half of Newly Past Due Face Damage to Previous
- _ . Credit Access
sources: New York Fed Consumer Credit Panel/Equifax; author's calculations
Mote: The map shows the share of borrowers within each state that have at least one student  Credit score | Count Share of newly delinquent  Average credit score
loan that is ninety or more days past due or in default as a share of the bomowers in each group (millions) population change
state with at least one student loan in repayment.
Less than 620 @ 3.2 26.6% -7d
% 620 - 719 2 35.9% -140
\ (1
T
UNIVERSITY OF Greater than 0.4 7.5% 177
ARKANSAS 720

Sources: New York Fed Consumer Credit Panel/Equifax; author's calculations



Credit card transitions to serious delinquency (90+), by age
— 70+ —60-69 — 50-59 —40-49 —30-39 —18-29

% balance, 4Q moving sum % balance, 4Q moving sum
O 15 15
14 Fed starts 14
13 raising rates 13
H 12 12
1 1
p—J 10 10
9 9
8 8
7 A 7
6 , 6
5 N\ 5
4 A \ / 4
_ 2 . - . . - 1 . - - . - - . 2
% 2001 2003 2005 2007 2009  20m 2013 2005 2017 2019 2021 2023 2025
LY

UNIVERSITY OF Source: Federal Reserve Bank of New York, Macrobond, Apollo Chief Economist

ARKANSAS



Auto loan transitions to serious delinquency (90+), by age

— 70+ —60-69 —50-59 —40-49 —30-39 —18-29

% balance, 4Q moving sum % balance, 4Q moving sum
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Fed starts
5.5 raising rates 5.5
5.0 5.0
45 45
40 4.0
3.5 35
3.0 30
2.5 2.5
20 2.0
15 1.5
1.0 1.0
05 - - - n — 0.5

2001 2003 2005 2007 2009

Source: Federal Reserve Bank of New York, Macrobond, Apollo Chief Economist
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Month-over-month change in total nonfarm employment
January 2021 - May 2025

1,000k -
931
900k 4 857 869
824
796
800k 4
696
700k H
637
600k - - 3-mont
average
509 187
500k A 466 A71 461

269

400
400k 365
305 597 | 306 323
300k -
241 22%.57 22%46 240 261

200k - 158 193

4 147 139

b . 1 20
- ‘ || | Hl II
Ok -

Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-25

Z
O
=
=

Source: BLS; EY-Parthenon



Share of total payroll gains by sector on a 3-month rolling average
January 2025 - May 2025
Other (52%)* Construction (5%)
P ¢ m Government (15%) m Leisure & hospitality (11%)
ercen = Health Services (14%)

100 -
< .
0 A

Jan-25 Feb-25 Mar-25 Apr-25 May-25

* (Share of total employment )

Source: BLS; EY-Parthenon
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FRED AAQ} — Unemployment Rate in Arkansas

— Unemployment Rate
—— Unemployment Rate in Fayetteville-Springdale-Rogers, AR-MO (M5A)
15.0

(4]

5.0% <% . (

23

Farcert

0.0

2008 2010 2012 2014 2016 2018 2020 2022 2024

Source: U.S. Bureau of Labor Statistics via FRED®
Shaded areas indicate U.S. recessions. fred.stlouisfed.org



Unemployment rate by age, bachelor's degree Unemployment rated by age, high-school degree, no college

12% 2%
11
20
10
15
9
8 14
; 14 W Ages18-19
W Ages 20-24
6 12
5
10
4 m 20-24
; m 25-34 8
) 35-44 & 25-34
1 I I ! I I I I I 4 i i i i i i i i
2018 19 20 21 22 23 ‘24 ‘25 016 ‘19 30 1 99 23 34 2
MNote: 12-month moving average Mote: 12-month moving average

Source: Labor Department via St Louis Fed Source: Labor Department



US announced job cuts

Recession shading ——Announced job cuts

800k -

700k -

600k -

500k -

400k A
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Source: Challenger, Gray & Christmas; Haver Analytics; EY-Parthenon
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4.0% ~

3.0% A

Quitss rate (%)

2.0% A

JOLTS' openings rate vs quits rate
January 2020 - April 2025

—Quits rate (LHS)

Openings rate (RHS)

= Hiring rate (RHS)

Pre-Covid rate

Pre-Covid rate

1.0%

2020

2021

Source: BLS; EY-Parthenon

2022

2023

2024

2025

8.0%

7.0%

6.0%

5.0%

4.0%

3.0%

2.0%
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Real Manufacturing OQutput vs. Manufacturing Employment
Percent Changes 1997 to 2016:

50% -
+40%
40% -
+$544B
30% -
20% -
10% — -— Real Manufacturing Output (Value Added)

- \anufacturing Employment
0%

-10% -

-20% -
-20%

-30% —
30% — -5.1M
'400/0 1 I I I I I I | SIOHP?ES: JIE.’E}1 Iﬂnd IBLSI I I I I | I I
1998 2000 2002 2004 2006 2008 2010 2012 2014 2016

A=]
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Arkansas Durable Goods Manufacturing Output v Jobs

13000.0
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11000.0
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——Durable Goods GDP ——Durable Goods Employment
Source: Bureau of Economic Analysis, CBER calculations
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g) America would be better otf if more Americans works in

manufacturing than they do today

B SUM-agree 80%
B SUM-disagree 20%

9) [IF NOT RETIRED/NOT EMPLOYED IN MANUFACTURING] I

would be better off if ] worked in a factory instead of my current
field of work.

B SUM-agree 25%
B SUM-disagree 73%
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Figure 3: Manufacturing Rivals Hospitality For Highest Absolute Increase in Quits During Pandemic
JOLTS quit rate by two-digit industries, six-month average, absolute change compared to 2019 annual.

1% 1 Manufacturing

0% -

-1°/o 7

6m average minus 2019 own average quit rate

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Two-digit industries shown are: Mining and logging, Construction, Manufacturing, Trade, transportation, and utilities, Information, Financial activities, Professional and business services,
Private education and health services, Leisure and hospitality, Other services, Federal government, State and local government.
Mike Konczal



Car Wash Attendant

© TN - Sevierville

(O Posted 30+ Days Ago
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Overview

$21.00 * Medical * Dental * Vision * 3 Weeks Paid
Time Off * 401k 100% Match up to 6%

(} % indeed.comg-automotiy & (®

Nissan Automotive Parts
Sorting Technician

Yates Services
Smyrna, TN

$18.57 = $20.02 an hour

Dental insurance  401(k) Health insurance

Paidtime off  Paid holidays




FRED ./ — Federal Funds Eectve Rte

* — Market Yield on U.S. Treasury Securities at 10-Year Constant Maturity, Quoted on an Investment Basis
~ 30-Year Fixed Rate Mortgage Average in the United States

s /N

FPercent
=

2008 2010 2012 2014 2016 2018 2020 2022 2024

=3
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Sources: Board of Governors of the Federal Reserve System (US); Freddie Mac via FRED®

UNIVERSITY OF Shaded areas indicate U.S. recessions, fred stiouisfed o
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% =—30-yr conventional mortgage rate —Effective rate on mortgage debt outstanding
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\
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Source: Freddie Mac, BEA, Bloomloerg, Apollo Chief Econarnist. The effective interest rate (%) reflects the amortization of initial fees and charges over a 10-year period, which is the historical assumption of the average life of a mortgage loan.
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What do you expect the 30-year mortgage rate will be at the end of 20257

O 6.50%-6.99% | IR 48%,
[ 6.00%-6.49% | 35%

7.00%-7.49% GG 3%
)—J 5.00%-5.49% [ 5%
< 7.50% or higher [ 3%

5.50%-5.99% [l 3%
g Less than 5.00% 0%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

UNIVERSITY OF MBE
RKANSAS ol =

lational Association for Business Economics



Average interest rate at origination for outstanding mortgages, 2024 Q3

Average interest rate
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Record share of Americas say they would rent if they were going to move

Source: Fannie Mae, Apollo Chief Economist.
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Selected Cities Multifamily Average Vacancy Rates by City
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Northwest Arkansas Price per Unit
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Upward pressure on housing inflation

Anticipated rent inflation in the next year
= QOwners' Equivalent Rent (OER), Ihs = Federal Reserve Bank of New York (12 month lead), rhs == Fannie Mae (12 month lead), lhs
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%GDP Private residential investment as a share of real GDP %GDP
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Homebuilder Sentiment
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How the costs of home building could increase

ITEM

ESTIMATED COST
INCREASE

LABOR MATERIAL

Other

+16% +31%




IMMIGRANTS IN THE U.S. LABOR FORCE
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The share of first-time home buyers has declined from 50% to currently 24%

% ==Share of first-time home buyers %
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Z | The median age of first-time homebuyers has increased from 30 1n 2008 to 38 today
O Age Median age of all homebuyers Age
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NWA Number of Houses Sold
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Average Price of Houses Sold
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Washington County Absorption and Completed Inventory
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Office space per worker
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Commercial Building Permit Values
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US: Oftice vacancy rate at 20%

. —US office real estate vacancy rate
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April 2
Liberation day tariffs

Container departures
from China to the US
slowing rapidly

Source: Apolle Chief Economist

The Voluntary Trade Reset Recession
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Are the risks to your forecasts weighted towards the upside or downside?
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m Downside = Balanced

Upside

National Associc Business Economics
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Risks

. Lower tourism

. Federal govt. layoffs

. Student loans repayments

. Lower housing demand

. Weak business investment from policy uncertainty

. Negative impact on business earnings from tariffs

. Lower employment and hiring

. Lower consumer spending from job loss/uncertainty, higher prices
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What are the odds for a recession in the next 12 months?
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Questions and Comments?

Contact at mjebaraj@walton.uark.edu
Phone: 479-575-4151
4 Twitter: @Mervinlebaraj
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