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Beacon Economics

« Economic research firm founded in 2006 with a
commitment to letting the data determine the

that amn't so.”
- Will Rogers

Good choices and smart policies start with
the correct narrative.

-
ﬁ Slides available by using QR code at end of presentation, or email Kristen@beaconecon.com
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The 2025 Economic Narratives
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Forecast Accuracy?

“The only function of election polling
is to make economic forecasting look
respectable.”

=Christopher Thornberg




Another Economic Narrative

US - S&P 500 Cyclically Adjusted Price-Earnings Market Cap
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Beacon’s Outlook 2024

-~ _ _ __ _ ____ _ .- _ 4 _ 4 _ __ __"__

Out of the Woods’?

We were never in the woods.
« Consumer demand is too strong 2025 Beacon

» Public debt / asset values driving excess spending

« Short run: the US expansion (4+ years old) will continue Forecast H|gh||ghts
Arizona & Phoenix

« Still on forefront of national growth
* Housing Market under-supplied / constrained by rates

* GDP Growth: 2.4%
* Unemployment Rate: 3.9%

Headwinds will intensify » 10 Year Treasury: 4.3%

« US Economy is overheating, * 30 Year FR Mortgage: 7.1%
* Fed deficits and frothy asset markets, external imbalances growing

« Canary in the coalmine? $US * HPI Forecast: -1.7%

e Housina Starts: 1 49m
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GDP Slowing, not Stopped

Evolution of Atlanta Fed GDPNow real GDP estimate for 2025: Q3

Quarterly percent change (SAAR) Real GDP Growth 34 2.4 1.6
4 Final Demand Growth 3.7 3.1 2.0
5 Consumption 2.0 2.3 1.1

Atlanta Fed . .
GDPNow estimate Fixed investment 1.0 0.2 1.0
i Structures 0.5 -0.2 -0.2
2 Equipment 0.2 0.2 0.7
J IPP 0.2 0.1 0.6
1 Blue Chip consensus Range of top 10 and ReSidential 01 01 _01
bottom 10 average  |nventories -04 -0.2 -04

forecasts

0 Net exports 0.1 -0.5 0.1
Exports 0.2 0.4 -0.1
. Imports -0.2 -0.8 0.2
26-Jun 7-Jul  18-Jul 29-Jul 9-Aug 20-Aug 31-Aug 11-Sep 22-Sep 3-Oct 14-0ct Government 0.7 0.6 -0.1
Date of forecast Federal 0.2 0.3 -04
Noter The ton (botiom 10 mioragt foroeatt s averast of the highent onsest) 10 forecasts i the Blae Chip survey. State and local 0.5 0.3 0.3
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The Recent Consumer Slowdown

Real Per Capita Consumer
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Tourism and Hotels

Real Spending on Travels SAAR US Revenue Passenger Air Miles
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Southwestern Tourism

Phoenix Sky Harbor
Passenger Traffic

Hotel Occupancy Rate
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Aug-24

Aug-25

Aug-25 1-Year
Location RevPA Chg.
R($) (%)
United States  98.38 -1.4
Sacramento 106.26 6.5
Salt Lake City 94.46 -1.6
Inland Empire  89.96 -2.0
Albuquerque 70.53 -3.6
Denver 96.61 -4.6
Phoenix 108.79 -6.6
Tucson 8193 -9.6
Las Vegas 142.64 -10.8

Chag.
since
Feb-20
(%)

52.3
49.8
61.8
40.6
58.1
37.3
54.9
37.9
58.6
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Payment Issues, Not Debt Issues yo a7
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Household Real

Financial Conditions: Still Good

Disposable Incomes
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Local Incomes and Credit Conditions

Median Household Income Equifax Subprime Credit Population
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30 Year FR Mortgage Rate

A rate shocked existing home market

Existing Home Sales SAAR (NAR)
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Little topline financial distress

Mortgage Originations
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An Affordability Problem?
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Home Construction Still Moving

SF Home Sales

US Housing Permits
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The Yin and Yang of New Home Markets

_ Liquidity Normal
Most Outstanding Mortgages Have a Rate <5% . :
Share of Outstanding Mortgages by Interest Rate, Q3-2023 Constrained Housing
Housing Market
Market

B Less than 3%
m3.01% to 4%
24.01% to 5%
m5.01% to 6%
m Greater than 6%

Source: FHFA and Wells Fargo Economics
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Mobility Decline Across Generations
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Residential Permits

250

200 _---

Alaska -4.2 -54 .4

150 Arizona 23,935 17.4 8.8
100 California 38,226 -9.6 -2.6
Washington 12,448 -6.0 -20.3

50 _---
. Alaska 37.1 213
q,@ q,,@ q,\« g(b q,,\q quQ &»\ g’ﬂ g‘ib q’y qfﬁo Arizona 0.854 -18.2 17.3
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Business Investment

Corporate Profits

Q2 (Net Tax, IVA CCA)
Private fixed investment 4380.5 3.2% 27%  $3,500
Information processingeq 615.6 5.2% 20.4% $3 000
Software 863.8 7.6% 12.2% ’
Transportation equipment 3222 14% 6.7% $2,500
Industrial equipment 263.6 -0.2% 4.3%
Power and communication 1404 71% 2.9% $2,000
Research and development 673.7 09% 1.4% $1.500
Entertainment / artistic 90.2 -1.0% -2.3%
Manufacturing Structure 1422 20.2% -5.6%  $1,000
<t IO OMNMNMOOO O T ANANMT
Commercial / health care Str  168.0 -5.7% -6.2% ST S T S T aqgaadd
5555583355383
Mining exploration 92.2 -8.7% -14.3% PsS=S5zZ0n PS=5zZ20
~ A,




How about Manufacturing?

strt BENZINGA

80% Of Americans Say The
Country Would Be Better Off
With More Manufacturing Jobs
—But Only 25% Want One
Themselves

Adrian Volenik
April 17, 2025 « 4 min read
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The Tariff Impact

The Tariff Tax: Context

Share of June U.S. imports that were duty-free, by origin
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Sheinbaum, Carney to meet as
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loom
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Inflation Effects?

Price Growth by Consumer Spending

Y-0-Y % Change Prices

PCE Prices
Financial services and insurance
Transportation services
Housing and utilities
Recreation services
Food services accommodations
Other services
Health care
Other durable goods
Motor vehicles and parts
Food and beverages Retail
Furnishings and household eq

B

D WO MN~W®OWOO N O < IO

TR I T LRI o ‘z A CE oA Other nondurable goods
TS S 203253 2 ;3 Clothing and footwear
- 0?7 << 0P 0™2<< 5 0™ 9

Recreational goods and vehicles
Gasoline and other energy goods

PCE--All —PCE--Core

2.7%
5.3%
4.4%
4.3%
3.3%
3.1%
2.9%
2.8%
2.8%
2.6%
2.2%
2.1%
1.4%
-0.3%
-1.8%
-5.9%




Inflation and Fed Policy

Federal Reserve Policy Tools M2 and Deposits
6.00 1] $200 30 ) 1‘5‘9(‘)00
o FEDERAL RESERVE | FEATURE j'g
4.00 10
.0 Fed Rate Cut in October Is as Good as |

20 Done. December Is Where It Gets ;
", Interesting. ;

0.00 *
O
’ By Nicole Goodkind !
O
n Oct 20, 2025, 1:00 am EDT
Federal Funds Rate =-—Change ted Balance sSheet ~ ° °* °* = = = = = == = == ~* ~

M2 YoY Growth=—Commercial Bank Deposits
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Rates Dropped / Credit Easing

Interest Rates (End of Month) Net % of Banks Tightening Standards
for C&l Loans

9
8
7 /A.
6
3
4
3
2
1
0
TTTT T893 9q§3Jqq
C O >0 0 s > c o s
3 2 CEU 8 CEU 8 E '-?-J 8 <% (ZD 5 S <:£ CEU 8 Small Firms =—Medium and Large Firms
30 Year FRM —5 Yr Treas —Non-QM jumbo  —Non-QM non-jumbo




Bank Delinquency Rates

Commercial Bank Loan

Banking DQ Rates Q1-19 (%) Q1-24 (%) Q1-25 (%) Delinquency Rate

Total 1.55 1.44 1.56 8.00
7.00 ;
Real Estate Loans 1.76 1.47 1.71
6.00
Residential 2.70 1.73 1.80 5.00
Commercial 0.72 1.25 1.62 4.00
3.00 ' ~
Consumer Loans 2.28 2.64 2.73 200 , .
Credit Cards 259 3.23 3.10 1.00
0.00
Other 1.98 2.04 2.28 TV OX2T QN
Co5iEi3855555¢2
C&l Loans 1.17 1.13 1.31 S I=0sp>2Lfp<=z3382




New York Fed Corp Bond Distress

New York Fed Corp Bond Distress Total ABS Deal ($ Bil.)
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The national mood?

Figure 7. Assessment of own financial well-being, local economy, and national economy (by year)

Percent
m

18
2017 2018 2019 2020 2021 2022 2023 2024
® Own finances Local economy National economy
(doing okay or living comfortably) (] (good or excellent) . (good or excellent) .
2001 Note: Among all adults. For each series, the responses presented represent the most favorable two outcomes on a . 2025

four-point scale.




Labor Market Earnings Trends

Real Wage Growth (YoY)

Earnings by Gender / Education

Males Females

2024 2024 Gr 19-

EarningsGr 19-24 Earnings 24

All Adults $61,262 225% $46,391 29.8%

< High School $37,779 23.0% $25,898 29.2%

High School $47,079 21.0% $32,318 25.1%

il S 2 S t ': Q S’ 8 8 N % ?’\.’ Q ?{. ﬂ Some College $57,313 23.0% $40,492 28.0%
C B8 5558358583555 8368

SO02 <802 TS0 IS0 I Baghelor's $82.617 19.4% $60.287 25.9%

Lower 1/2 of wage distn
—Upper 1/2 of wage distn Graduate $107,498 14.4% $77,319 21.0%

p %



Only gains for the Gilded Class?

Average Gross Income by Quintile

Lowest
Second
Middle
Fourth
Highest
Top 5%

-
L]

~

2024 Median
Gross
Income

$18,460
$49,380
$84,390
$136,800
$316,100
$560,000

Real
Growth
14-24

22.8%
23.4%
21.3%
21.1%
26.5%
30.9%

Real
Growth
04-14

-7.1%
-3.3%
-0.8%
2.3%
4.5%
2.7%

25.0%
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10.0%

5.0%

0.0%

Gov Transfers as % DPI

O M OOANLLOO < MNOMOOANL O «— <
MNMNNMNNMNMNOOWWOWOOOOOOOO ™M~ AN N
OO0 OOOOOOOOOOOOOOOOOOO O OO
T rCrrrCrrrrr s QAN AN AN AN AN AN ANANANN




Transfers and Taxes

Index of Realgdacansas bala intila afte imates of the Share g 2asidents
taxes paid
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What about Gen Z’s income & wealth?

Real Mediag age Ownership
FORTUNE : es
. o
j Suzy We (@ive a4 madn a fish dand 30\1
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q they hac _ .
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Slowing Labor Market?

Monthly Change P
. ge Payrolls US Unemployment Rate
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ECONOMY

“  Job growth revised down by 911,000
% through March, signaling economy on
«  ghakier footing than realized
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Cooling, not collapsing...

Jop Openings and Separations Rate
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Job Openings Rate

Jul-25 Job 6-Year

Co , o, . Location Openings LPLCELr Chg.
pper State’s payrolls saw nation’s largest upward revision Rate (%) Chg. (pp) (op)

Preliminary revision to total employment for March 2025 United States 4.5 -0.2 -0.1

Georgia 5.2 0.3 -0.3

. t North Carolina 4.8 03 0.1

.. A Arizona 4.5 -0.5 -0.3

lllinois 4.2 -0.7 0.1

Ohio 4.2 -0.6 0.1

.—. ‘ . New York 4.1 01  -0.1

B p Pennsylvania 4.0 -0.5 -0.6

i B o California 4.0 05 -05

- Leimm Washington 3.8 0.0 0.2

e 2 o 225, 1y i o e ol s 0055 & Florida 3.7 10 0.7

Texas 3.7 -0.2 0.3
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The Immigration X Factor

US Net Immigration (CBO Estimates)

POLITICS APRIL 30, 2024

Immigration Named Top U.S.

Problem for Third Straight Sa
Month

Immigration has been the most politically polarizing issue ona
mentioned in past 25 years
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Migration and the US Labor Force

US Labor Force Growth by Nativity Immigration and Labor Force
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Foreign Born Workers

Share of Industry that is Foreign- Foreign-Born Workers by Industry
Born Education/Health Care S 5.5
Construction I 28.6 Professional/Business D 4.7
Professional/Business S 22 .9 Construction S 3.3
Other services D 21.9 Manufacturing D 3.2
Transportation and utilities N 21 .4 Wholesale and retail trade S 3.0
Leisure and hospitality S 21 Leisure and hospitality S 3.0
Manufacturing D 20.2 Transportation and utilities N 2.1
Agriculture D 19.8 Financial activities S 1.6
Wholesale and retail trade S 15.6 Other services [ 1.6
Education/Health Care S 14.8 Public administration 8 0.8
Financial activities S 14.6 Agriculture 8 0.4
Information S 13.7 Information 8 0.4
Mining S 12.5 Mining 1 0.1
Public administration B8 10.0 0.0 20 4.0 6.0
00 100 20.0 30.0 40.0 Millions
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The Longer Run Effect?
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How do narratives go astray?
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An Over-Consumption Problem...

US Trade Deficit ($Bil, Real)
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Keynesianism Breaks Down...
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The Wealth / Income Mirage

Household Savings as % of DPI
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Who is Paying the Bills?
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US Equity Market Dominance
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The Recent Reactions to Turbulence

S&P 500 Daily Close 10 Year Treasure Rate Dollar Index
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How does it break?

Fig. 1: Trust Fund Balances (Percent of Annual Outlays)
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Sources. Congressional Budget Office, Social Security Trustees, Medicare Trustees, Social Security Administration

Office of the Chief Actuary, Commitiee for a Responsible Federal Budget.
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The Narrative / Reality Gap

Real GDP Growth YoY Gr
Unemployment Rate

Real Per Capita DPI
Household Debt (% GDP)
Household Net Worth (% GDP)

UM: Consumer Sentiment

Federal Deficit % GDP
Federal Debt: % GDP
Current Account (% GDP)
Net Int Investment (% GDP)

$Dollar (Broad Real)
Shiller P/E Ratio

Q4 12

Obama
1.6%
7.8%

$42,342
84.5%
413.9%

79.4

-6.5%
100.1%
-2.3%
-27.8%

87.9
21.24

Q4 16

Trump
2.2%
4.8%

$43,846

77.9%

469.3%

93.1

-3.1%
104.6%
-2.0%
-43.3%

108.0
27.08

Q4 20
Bide
-1.0%
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$49,476
77.5%
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Growing Risks

. . For a copy of slides,
Still Economic Momentum blease use the QR Code

« Consumer finances / spending remains solid
« Credit constraints lifting, rate shock passing
« OBBB Extends deficit spending

US Capital inflow Dependence

« US economy is overheated, driven by deficits and bubbles
« Important #s: The $US, HH Savings, 10 Year Bond
» Recession starts when / if turbulence hits household finances

The Real Issue?

* The narrative is running amuck
 Political chaos in its wake leaving US policy rudderless

Or contact:
Kristen@beaconecon.com




Welcome to the Age of

Confirmation Bias! S
please use the QR Code

It's easier to fool people

than to convince them
that they have been fooled.

Mark Twain

Or contact:
Kristen@beaconecon.com




Get In Touch With Us:

Kristen@beaconecon.com
Beaconecon.com

* Economic Outlooks Impact Reports
 Revenue Forecasts CEDS Analysis
« Cost Projections « Policy Studies
« Regional Development Industry Studies
* Housing Studies Labor Markets
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