Metro Houston
Economic Outlook

Patrick JankowskKi
SVP, Research
April 19, 2022

GREATER HOUSTON PARTNERSHIP




GREATER HOUSTON PARTNERSHIP

50t ANNIVERSARY EDITION

CLINT EASTWOOD

co-starring
LEE VAN CLEEF [' ‘r;'-'gmA
directed by in the role rTuco
SERGIO LEONE



GREATER HOUSTON PARTNERSHIP.



% Change in Real U.S. Gross Domestic Product*
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U.S. Real Gross Domestic Product
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New Orders of Manufactured Goods*
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Net Private Domestic Investment
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U.S. March Jobs Report Shows Strong Hiring Momentum

Economists see labor market growing briskly as more workers seek jobs
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Monthly U.S. Payroll Employment Gains
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Change in U.S. Payrolls Since Jan '20
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BARRON'S

Initial Jobless Claims Decline to Lowest Level
Since 1969
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Initial Claims for Unemployment Benefits, U.S."
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Source: U.S. Employment and Training Administration * Four-week moving average



i"% REUTERS
U.S. unemployment rate

drops to 3.6% as labor
market rapidly tightens
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U.S. Unemployment Rate*
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Inflation Weighed on Consumer Spending Growth in
February
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Consumer Spending, Annual Rate*

17

16

15

14

Trillions

13

12

11
Jan 18 Apr'18 Jul'l8 Oct'18 Jan'19 Apr'19 Jul'19 Oct'19 Jan'20 Apr'20 Jul'20 Oct'20 Jan'21 Apr'21 Jul'21 Oct'21 Jan'22 Apr'22 Jul'22

Source: U.S. Bureau of Economic Analysis *Monthly, Seasonally Adjusted



How worried are you that higher prices will force you
to rethink your financial choices in the coming months?
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v' GDP Growth

v' Manufacturing Orders

v’ Private Investment

v' Job Growth

v Unemployment Rate

v’ Initial Claims for Benefits
v Consumer Spending
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Retail Inventories/Sales Ratio*

1.4

1.3

1.3

1.2

Ratio

1.2

1.1

1.1

1.0
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Auto Inventory/Sales Ratio*
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Active Listings, U.S. Homes for Sale*
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> Retail Inventories
> Auto Inventories
» Home Listings
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U.S. Inflation Rate
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Source: U.S. Bureau of Labor Statistics



$ Per Gallon

U.S. Regular Gasoline Prices*
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Ehe New Hork Eimes

The U.S. Economy Is Booming. So

Why Are Economists Worrying About
a Recession?
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ECONOMY

Powell Says Fed Will Consider More-Aggressive

Interest-Rate Increases to Reduce Inflation

Bringing down inflation and avoiding recession will be ‘challenging task, says central bank leader
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The Fed is targeting a soft landing. Getting it wrong means
recession
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Interest rates go up










Demand for homes, cars, goods softens

Prices stabilize %




Recent U.S. Recessions

Recession Date Causes

1973-75 Oil price shock, stock market crash

1980 Interest rate hikes

1981-1982 QOil prices hike, rising interest rates

Early 1990s Qil price hike, rising interes’F rgtes, elevated
debt levels, consumer pessimism
Dot-com bubble collapse, drop in business

Early 2000s investments, 9/11

Great Recession, 2008-2010 Subprime mortgage crisis

COVID Recession, 2020 Global pandemic




GREATER HOUSTON PARTNERSHIP



U.S. Job Openings
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Total Business Inventories/Sales Ratio*
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Consumer Confidence Index®
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140

120 -

100 -

80 -

60

40 -

20

1 | B 1 ! H ) T !  § 1 4 i 1 4 L

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
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= ISM

INSTITUTE FOR SUPPLY MANAGEMENT

Manufacturing at a Glance

Mar Feb % Point

INDEX Index Index Change Direction
Manufacturing PMI® 57.1 58.6 -15 Growing
New Orders 53.8 61.7 -7.9 Growing
Production 54.5 58.5 -4.0 Growing
Employment 56.3 52.9 +3.4 Growing

GREATER HOUSTON PARTNERSHIP.
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= ISM

INSTITUTE FOR SUPPLY MANAGEMENT

Services at a Glance

INDEX h:‘:li'x
Services PMI® 58.3
Business Activity 55.5
New Orders 60.1
Employment 54.0
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What about Houston?
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Weekly Claims

Initial Claims for Unemployment Benefits, Metro Houston
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Houston Unemployment Rate™
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Best Years For Job Growth, Metro Houston

2021 159,700
1981 126,900
2012 117,400
2014 116,800
2006 106,800

1997 106,600

Source: Partnership calculations based on Texas Workforce Commission data
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Houston Job Growth, 2021
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Jobs (Millions)
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Recovery To Date, Metro Houston Employment*

Jobs Recovered to date
331,400
92.2%

Jobs Left to Recoup
28,000
1.8%

* As of March '22



Percent Pandemic Jobs Losses Recovered*
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Job Losses Yet to Recoup, Metro Houston*

Professional, Scientific, and Technical Services _ 3,500

Arts, Entertainment, and Recreation ||| | QBN 4,100
Real Estate and Rental and Leasing ||| | | | I 4,300
wholesale Trade ||| | | G 4,500
Accommodation ||| G 5,200
other Services || NG 7,300
enerzy | < 1,600
Manufacturing - | 15,000

Construction — 18,900

Source: Partnership calculations based on Texas Workforce Commission data * As of March "22




Construction Contract Awards, Jul - Dec”
$ Billions
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Construction Contract Awards, Feb YTD
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Metro Houston Exports, Annual®
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U.S. Active Rig Count
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Sales Tax Collections, 12-Month % Change
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Houston Industrial Market

JANUARY 2022 JANUARY 2021

Vacancy 69% W 8.8%
Availability 99% W 12.0%
Under Construction SF 18,876,175 * 17,774,510
NNN Avg Asking Rent/MO S065 A $0.62
Net Absorption SE YTD 438,900 243,973
L easing Activity SFYTD 3,627,451 ' ) 3,394,397
Deliveries SF YTD 312,085 W 1,187,373

Source: NAl Partners
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Houston Retail Market

FEBRUARY 2022 FEBRUARY 2021

Vacancy 58% W 6.5%
Availability 6.5% W 7.3%
Under Construction SF 3584611 M 3,321,069
NNN Avg Asking Rent $19.25 A $18.56
Net Absorption SF YTD 951,870 % 545,073
Leasing Activity SFYTD 1,712,953 ' 3 1,149,871
Deliveries SF YTD 647362 W 734,244

Source: NAl Partners
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Houston Office Market

FEBRUARY 2022 FEBRUARY 2021
Vacancy 249% 1M 23.8%
Availability 29.0% 1 28.5%
Under Construction SF 1,701,662 W 4,127,586
Gross Average Asking Rent $29.25 \ $29.29
Net Absorption SE YTD 633,921 # (512,747)
L easing Activity SF YTD 1,668,323 W 2,087,397
Deliveries SF YTD 531,395 46,667

Source: NAl Partners
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Houston Purchasing Managers Index
Readings Above 50 = Expansion
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Source: Institute for Supply Management-Houston
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Russian

Invasion of




Che New ork Eimes

Ukrainian Invasion Adds to Chaos for
Global Supply Chains
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REUTERS

Palladium propelled to record highs by Russia
supply concerns
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Moldova
Latvia
Czech Republic
Hungary
Slovakia
Bulgaria
Serbia
Finland
Germany
Poland

Italy
Romania
Lithuania
Greece
Netherlands
France
Sweden
Spain
Portugal

Share of Natural Gas Supplied by Russia in '20
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Russia's Most Important Oil
Export Partners

Trade value of crude oil exports from Russia in 2020,
by destination country (in billion USD)

Share of total (in %)

32.8
130 87 69 58 52 49 38 29 20 15 14 1.3

2377

1.11 1.03 0.95
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Source: UN Comtrade
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Top 10 Fertilizer Exporters - 2020

Value ($ Billions) % World Total
1 Russia 7.0 12.6
2 China 6.6 11.8
3 Canada 5.2 9.3
4 United States 3.6 6.4
5) Morocco 3.4 6.1
§) Belarus 2.9 5.2
7 Netherlands 2.0 3.6
8 Belgium 1.9 3.5
9 Qatar 1.3 2.4
10 Saudi Arabia 1.2 2.2

Source: www.worldstopexports.com




Breadbasket to the World

Russia and Ukraine account for a quarter of global grains trade

40m tons

Brazil

102m tons

52m tons Russia and Ukraine
EU
sbmtons
Argentina
94m tons
U.S.
80m tonsJ
Other

Source: International Grains Council
Note: Estimates for the 2021-22 season, for wheat and coarse grains
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The Russia-Ukraine war

Is fueling the ‘biggest

supply shock to global
grain markets’ in living
memory
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Major purchasers of Russian and Ukrainian Wheat

A

Egypt Turkey Bangladesh

(*

Nigeria Yemen Azerbaijan

*

G

Tunisia Senegal

*

Vietham
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Top 10 Metros, Net Migration, Jul ‘20 - Jul ‘21

70,097
62,921
45,625
42,541
33,986
31,921 29,691
I I 26,813 26,652 26,622
Phoenix Dallas-Ft Worth Tampa Austin Riverside, CA Houston Sarasota, FL Fort Meyers, FL  Charlotte, NC San Antonio

Source: U.S. Census Bureau



Top 10 Metros, Natural Increase, Jul ‘20 - Jul ‘21

50,686
47,083
44,306
32,949
29,743
22,551
I 15568 14879 14111 13057
.New York .Houston .Dallas-Fort Worth  .Washington .Los Angeles Atlanta .Riverside .Chicago Austin .Minneapolis

Source: U.S. Census Bureau



Change in Population, 20 Most Populous Metros
July 1, 2020 to July 1, 2021

Pop Rank Metro Change Pop Rank Metro Change
1 New York -327,955 11 Phoenix 78,220
2 Los Angeles -175,913 12  San Francisco -116,385
3 Chicago 91,671 13 Riverside 47,601
4 Dallas-Ft Worth 97,290 14  Detroit -20,543
5 Houston 69,094 15  Seattle -13,177
§) Washington -29,280 16 Minneapolis -1,909
7 Philadelphia -13,382 17 San Diego -11,183
8 Miami -34,694 18 Tampa 36,129
9 Atlanta 42904 19  Denver 3,277
10  Boston -36,579 20  Baltimore -3,364

Source: U.S. Census Bureau



10 Most Populous Metros*

Rank Metro Population
1 New York 19,768,458
2 Los Angeles 12,997,353
3 Chicago 9,509,934
4 Dallas-Ft Worth 7,759,615
5 Houston 7,206,841
§) Washington, DC 6,356,434
4 Philadelphia 0,228,601
8 Atlanta 6,144,050
9 Miami 6,091,747
10 Phoenix 4,946,145

Source: U.S. Census Bureau * As of July 1, 2021
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Metro Houston Population Growth
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