OUTREACH & EDUCATION

Advisory Council on Small Business and Agriculture
Federal Reserve Bank of New York
10" Floor, Paul Volcker Boardroom
Tuesday, November 20, 2018

AGENDA
10:30am Welcome
Claire Kramer Mills, Assistant Vice President
10:40am-11:00am The National Economy, Richard Peach, Senior Vice President
11:00am-11:20am Regional Update, Jason Bram, Officer
11:20am-11:40am NYC Community Credit, Kausar Hamdani, Senior Vice President and
Claire Kramer Mills, Assistant Vice President
11:40am-12:00pm Facilitated Discussion, Claire Kramer Mills, Assistant Vice President
12:00pm Adjourn to NWC Room-10F
12:15pm Lunch
12:15pm-1:55pm Round Table Discussion with John Williams, President

Introductory Remarks and Welcome from President Williams
Group Discussion

Your experiences provide insight into current economic conditions.
In considering each question, please reflect on the experiences of
your firm, firms of similar size, and firms in your industry. Please
provide a rationale for each answer.

Sales

Have sales volumes increased, decreased, or stayed the same in the
second half of 2018?

What are your expectations for 2019?

Investment

Has investment (e.g. plant, equipment, technology) increased,
decreased, or stayed the same in the second half of 2018?
What are your expectations for 2019?

Employment

Has employment increased, decreased, or stayed the same in the
second half of 2018?

Have you faced any recent labor shortages that have limited the
ability to meet demand? Please explain.

What are your employment expectations in 2019?


https://www.newyorkfed.org/medialibrary/media/outreach-and-education/community-development/credit-conditions/new-york-city-credit-profile-2018.pdf
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Prices

Have input prices increased, decreased, or stayed the same in the
second half of 2018?

What are your expectations for 2019?

Have prices of products/services sold increased, decreased, or stayed
the same in the second half of 20187

Do you expect prices of products/services sold to increase in 2019?

Financing Conditions

Over the past two quarters, please describe the financing conditions
for firms of your size and in your industry.

How have the terms and conditions for obtaining financing changed
(tightened, eased, not changed)?

Outlook
What is the most significant business opportunity you see in 2019?

What is the chief growth barrier or concern facing your firm in
2019?

Concluding Remarks from President Williams

2:00 pm Adjourn
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US Macro Overview
November 20, 2018




Overview

Growth in the US has firmed since 2016 with real GDP up 3%
over the four-quarters ending in 2018Q3.

*  Fiscal stimulus is contributing to this pick up in growth.

Several indicators suggest that the economy is at or near full
employment, with clearer evidence that the rate of increase
of wages/compensation has moved higher.

Underlying inflation has moved up to the FOMC’s objective of
2%. But at this time we do not see evidence of building
inflation pressures.



Growth of Real GDP

Four Quarter Percent Change Four Quarter Percent Change
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Industrial Production: Total and Manufacturing
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Real PCE and the Personal Saving Rate
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Personal Saving Rate and Household Net Worth
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Household Liabilities over Disposable Income
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Single Family Housing Market

Index Level Months
220 13
200 1 12
180 r 1 11
160 r 1 10
140 + 1 g
120 T Months’ {1 8
100 Supply
30 (Right Axis) | '
60 10
40 1 9
20 14
0 — ' ' 3

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: CoreLogic, National Association of
Realtors, via Haver Analytics

7
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Housing Starts
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Business Fixed Investment Firming

Four Quarter Percent Change Four Quarter Percent Change
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Source: Bureau of Economic Analysis Note: Shading shows NBER recessions.



Real Government Consumption and Gross Investment

4 Quarter % Change
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Federal Deficit

% of GDP % of GDP
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Gross Federal Debt as a Percentage of GDP

Percent Percent
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Real Net Exports as a % of GDP
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Labor Market Indicators
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via Haver Analytics Note: Shading shows NBER recessions.



Growth of Average Hourly Earnings and ECI
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Note: Shading shows NBER recessions.



Employment Cost Index and the Unemployment Rate
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Unemployment Rate and Labor Share of National Income
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via Haver Analytics Note: Shading shows NBER recessions.



Measure of Underlying PCE Price Inflation

12 Month % Change
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Core PCE

6-Mo % Change, Annualized 6-Mo % Change, Annualized
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Global Economic Outlook

Small Business and Agricultural Advisory Council
Matthew Higgins, 20 November 2018

The views expressed here are those of the author, and do not necessarily reflect those
of the Federal Reserve Bank of New York or the Federal Reserve System

Roadmap

= Update on the global economic and industrial cycle
= China’s economic slowdown

= |taly’s fiscal and economic struggles
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Citigroup Economic Surprise Indexes

Percent positive or negative*
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U.S. and EME equity performance

Indexes, January 2016 = 100
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G-3: Core Consumer Price Inflation

Percent change from year ago
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G-3 Unemployment Rates
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Credit to the private non-financial sector

Percent of GDP, end of period

2018:Q1 2017:Q4 Change

China 208 110 99
Other EMEs 83 63 20
Advanced Economies 167 171 -4
United States 151 168 -17
Euro Area 162 151 10
Japan 156 161 -5

Sources: Bank for International Settlements, IMF.

China: Credit growth
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China: Fixed Asset Investment

Percent change from a year earlier
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China: Merchandise Trade Growth

Percent change from a year earlier, 3-mo. basis
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Italy and Spain: sovereign spread vs. bunds

Basis points, 5-year maturities
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Euro area: major economy real GDP

Indexes, 2008:Q1 = 100

115.0
112.5 -
1100 Germany /
107.5 B
France
105.0 S
. -’ ’I
102.5 Lt - ~”
100.0 = . = ’ * It Spain
. P
975 \\ : ,/ P
\\\\k/_‘/_“ ,/ Italy
95.0 N L,
925 ‘V/ \ "I /
90.0

08 09 10 12 12 13 14 15 16 17 18 19

Source: Eurostat




Italy: Fiscal performance
Percent of GDP Percent of GDP
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Italy: Government gross debt projections

Percent of GDP Percent of GDP

140 Higher interest rate 140
(+1.4% ppt.)

130 Baseline 130
120 120
Higher GDP growth
+0.5 ppt.

110 (+0.5 ppt) 110
100 100
90 90
80 L 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 80

2000 O 04 06 08 10 12 14 16 18 20 22 24 26 28 30

Source: OECD, Economic Survey 2017. Baseline scenario assumes 1% real GDP growth, 1.5% of GDP primary
surplus, effective interest rate of 3.2%, and inflation in GDP deflator of 1.5%.




¥ i ,-'.- .i"; *-'."I:'?'*-‘-" f: jl,: J
rj :ﬂ ) 3?:}{"'-3*&' / //

1) g |
18 e .

Wi

.-IF ' I ' | f /

a i
¥

|
Vi ,,'_J'l.: !

Regional Economic Conditions

Jason Bram, Research Officer

Small Business & Agriculture Advisory Group Meeting — November 20, 2018

The views expressed here are those of the presenter and do not necessarily represent
those of the Federal Reserve Bank of New York or the Federal Reserve System.




Overview

A quick look at state economies across the U.S.
An overview of the 2" District’'s economy
Trends in the finance & tech sectors

Housing markets

Update on Puerto Rico’s recovery



Private-Sector Job Trends

Percent Change From Previous Peak to October 2018

M oown M Fiat up to 3% B Up 3% to 7% B up More Than 7%

Source: Bureau of Labor Statistics and Moody's Economy.com.



Recent Private-Sector Job Trends

Year-Over-Year Percent Change as of October 2018

M oown M Fiat up to 1.25% B up 1.25% to 2% B uUp More Than 2%

Source: Bureau of Labor Statistics and Moody's Economy.com.



Total Employment

Seasonally Adjusted Index
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Index (Dec2007=100)
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Unemployment Rates
Seasonally Adjusted
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Labor Force Participation
Seasonally Adjusted
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NYC Securities Employment

Seasonally Adjusted Levels
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New York City’s New Growth Sector

Number of Jobs in Thousands
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NYC Tech Employment in Select Industries
Number of Payroll Jobs, 2007 and 2017
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Diffusion Index

Current Economic Conditions

FRBNY Business Surveys, Current Conditions
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Future Economic Conditions
FRBNY Business Surveys, Conditions Six Months Ahead
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Wage Growth Picking Up in the Region

FRBNY Supplemental Survey

By about what percentage, on average, has a typical worker’s wage/salary
(not including benefits) changed over the past 12 months?

Nov
2018 Nov
2018

Jan

2017 Jan
2017
Business Leaders Survey Empire State Manufacturing Survey

Source: Federal Reserve Bank of New York.
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Home Prices

CoreLogic Home Price Index, Seasonally Adjusted

Index (Mar2006=100)
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Home Prices

CoreLogic Home Price Index, Seasonally Adjusted

Index (Mar2006=100)
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Home Prices

CoreLogic Home Price Index, Seasonally Adjusted

Index (Mar2006=100)
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Home Prices

CoreLogic Home Price Index, Seasonally Adjusted

Index (Mar2006=100)
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Puerto Rico’'s Economy Before Maria

Indexes of Economic Activity, Employment, and Population
Index (2006=100)
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Sources: U.S. Bureau of Labor Statistics, U.S. Census Bureau, Planning Board of Puerto Rico, and Moody’s Economy.com.

The economy had already been in decline for over a decade.
Public debt in 2016 was roughly 100% of GNP.
The Island had defaulted on debt payments and could no longer borrow.

U.S. Congress implemented PROMESA in 2016 to restore long-term
economic growth and fiscal balance, creating a fiscal oversight board and
a bankruptcy-like process.
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Puerto Rico’s Economy in 2018

* Biggest blackout in U.S. history (in terms of Kw hours lost).

* Post-storm out-migration—initially roughly 200,000 residents left.
— An estimated 70-100,000 have returned.
 Economy hit hard in late-2017; since then it’'s rebounded.

* Mixed signals on magnitude of economic recovery:

Private-sector (payroll) employment initially fell by 48,000 (7%), but has
since rebounded strongly—still down 11,000 (1.8%) from before Maria.

Government employment down more sharply (about 3%2%).
Unemployment rate has tumbled to record low of 8.0%.

Government revenues have been strong in recent months & bond prices
have rebounded.

Construction, manufacturing industries doing fairly well.

 Heavy investment in power (and water) infrastructure needed.

This was true before Maria and now even more Sso.
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Puerto Rico Employment & Unemployment Rate

Based on Household Survey
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Thousands of Jobs
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Puerto Rico Employment:
Household vs Payroll Survey
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Puerto Rico Employment
Thousands of Jobs, Seasonally Adjusted
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Puerto Rico Sectoral Job Trends Since Maria

Thousands of Jobs lost/gained since Aug. 2017 (Before Maria), S.A.
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