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States With Most Employment Growth

In the 21st century

2,742,414 Texas

2,031,864 California

1,792,590 Florida
655,684 Arizona
643,179 North Carolina
584,698 Georgia
547,395 Virginia
544,388 Washington
500,825 Colorado



States With Least Employment Growth

In the 21st century

-377,273  Michigan
-125,967  Ohio
- 56,537 Illinois
- 42,461  Mississippi
28,284 West Virginia
1,499 Rhode Island
8,559 Kentucky
8,661 Maine
11,511 Vermont



Net Domestic Migration

622,550
523,748
416,602
322,063

269,467
300,987
- 956,597
-1,710,512
-2,809,903

In the 21st century

Dallas-Fort Worth-Arlington
Houston-The Woodlands
Austin-Round Rock

San Antonio-New Braunfels

Boston-Cambridge

San Francisco-Oakland
Chicago-Napier

Los Angeles-Long Beach
New York-Newark



Texas Index of Leading Indicators

Texas Leading Index
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Austin Business-Cycle Index

Austin - Round Rock Business-Cycle Index
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Dallas Business-Cycle Index

Dallas — Plano - Irving Business-Cycle Index
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El Paso Business-Cycle Index

El Paso Business-Cycle Index
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Fort Worth Business-Cycle Index

Fort Worth — Arlington Business-Cycle Index
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Houston Business-Cycle Index

Houston—The Woodlands— Sugar Land Business-Cycle Index
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San Antonio Business-Cycle Index

San Antonio—New Braunfels Business-Cycle Index
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Existing Home Sales in Texas
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Texas

N

Months Inventory of Unsold Homes
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HOUSE PRICE APPRECIATION

Price Change From A Year Earlier
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Austin

14

10.5
3.

-3.5

Dallas/Plano/Irving

: FHFA

Source



January 110, 2018

Real Estate

[nvestment SmartBrief Nareit. =iz

The daily source on REITs and real estate investinenl SIGN UP - FORWARD

TOP NEWE

REITs broke record for equity-raising in 2017

REITS 1aized $92.14 bi lion it ecuily las] vear, suipassing Ly 20% the indashy's ‘2ol in 2013 of $77
Lillion, gocoidinw o Nareil. The FTSE Naieil All REITs Indz2x delivei2y ¢ Ilalieluin of 9.27% o the
vearl, which Nai=il CEQ Sleven A, Wechsier cescribed as "very tepresziidive of the markely lory
e perfvirgnee!

GlobeSL (110

in | w| f o] e



Private Equity Real Estate Investing

$812 billion under management as of March, 2017
$254 billion in dry powder as of November 2017
235 funds reached a final close in 2017

556 PE real estate funds targeting $192 billion in new
funds

11.9% three year annualized median net IRR for PE real
estate funds at Mar17.

Source: Preqgin Real Estate Spotlight Feb 2018



REIT Buying in Secondary Markets

“A lot of the larger REITs like to buy the trophy
ﬁroperties in the major markets, but the cap rates

ave been coming down on that, so the yield to
investors is a little bit lower.

“We want long-term leases in good properties with
very good tenants, and that can be in a lot of
different locales. So we are pretty much location-
agnostic.”

-Jim Nelson, CEO of Global Net Lease
Source: NREI 2/9/18



Institutional View of CRE

* Total unlevered returns on NCREIF are
projected to be six percent, or lower in 2018.

* Investors will continue to cull underperforming
assets.

- After double-digit appreciation in 2014 and
2015, the appreciation factor has subsided
significantly.

* Investors more focused on redeveloping and
repurposing than buying stabilized assets.

* More capital is flowing into debt financing and
infrastructure.

Source: NREI 2/21/18



Cap

Rates and the 10-Year Ireasury
All Property Types
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Longest U.S. Economic Expansions
Current expansion began in June, 2009

* Mar 1991 to Mar 2001 120 months
* Feb 1961 to Dec 1969 106 months
* Nov 1982 to Jul 1990 92 months
« Jun 1938 to Feb 1945 80 months
* Nov 2001 to Dec 2007 /3 months

Current expansion as of May 2018 is 107 months



U.S. Leading Index of
Economic Indicators
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Consumer Confidence Index
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Small Business
“Planning To Hire People In Next Three Months”

Planning to Hire People in the Next Three Months
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Small Business
“Now Is A Good Time To Expand”

Now Is A Good Time to Expand
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Large Corporate Hiring

Plans:

Next 6 Months
Q1-18 Q4-17 Q3-17 Q2-17

More Jobs 61% 43% 43% 36%

LessJobs 13% 18% 13% 16%

Source: Business
Roundtable



Job Openings in America
Looking for Workers

Total Job Openings 6,312,000
Construction 250,000
Manufacturing 427,000

Trade, Transportation, Utilities 1,235,000
Professional & Business Services 1,089,000

Education & Health Care 1,152,000
Leisure & Hospitality 889,000
Government 561,000

Source: Bureau of Labor Statistics
BLS release on March 16, 2018



Threats to U.S. Expansion in
2018

*Short term interest rates increase too fast
and too much. Fed controls this outcome.

1. Avoid repeat of Black Monday in 1987

*Long term interest rates increase because of
higher expected inflation.

1. Civil war inside Saudi Arabia or Iran
2. Full employment leads to wage inflation

3. Huge U.S. budget deficit spending
increase
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Margin Debt

Debit Balances at Broker/Dealers

Debit Balances in Margin Accounts at Broker/Dealers
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The CPI Inflation Rate




Inflation Expectation Survey




Escalating Tension
Throughout the
Middle East
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Saudi Arabia accuses Iran of ‘act of war against
the kingdom’

2017
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Full Employment Already

“It is the judgment of the Dallas
Fed economists that current
levels of headline unemployment
as well as U-6 are indicative of an
economy that is either at or has
moved past the level of full

employment.”

Source: Robert S. Kaplan,
President of the Dallas Fed
Feb 21, 2018




Labor Shortage Will be Noticed

Worst of U.S. Truck Driver Shortage
Still to Come

Teamsters union contract with
UPS expires in July. It involves
260,000 UPS workers.

...capacity in most modes has become
L extremely tight. Pricing power has
e erupted in those modes to levels that
spark overall inflationary concerns in
the broader economy.

-CASS FREIGHT INDEX REPORT
JANUARY 2018




Cost Increases Coming

Tyson Foods says the nationwide shortage
of trucks and drivers will add $200 million
to its costs this year. It also says that

increasing wages for its workers will raise
prices for consumers.

“a sign of stresses as companies find
distribution channels squeezed”

Source: WSJ Logistics Report 2/9/18



Infrastructure Spending
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If “Hawks” are gone -

 Additional deficits to fund
infrastructure

* Infrastructure spending occurs
» [nflation expectations increase
 10-Year Treasury rate increases

* Fed feels pressure to be more
aggressive



New Trend Or A One Time Event?
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