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CERF: Nationally Recognized Forecasting Center
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Today's Macoreconomic Forecast

FIDE
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e headline that no one is talking about
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What's ahead

e How did we get here?
e Just how extraordinary is the situation?

@ How do you forecast the economy under the circumstances?
Hard Landing, Soft Landing, or Stagflation?
NO LANDING?!
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How did we get here? Infinite cash

=Menu | QSearch Bloomberg

Quick Links: Commodities Stocks Rates &Bonds Currencies Futures Economics Fixed Income ETFs Sectors Watchiist Wealth Crypto

Fed’s ‘Infinite Cash’ Put to the Test

March 23, 2020, 8:17 AM PDT

"There is an infinite amount of cash in the Federal Reserve”
- Neel Kashkari, President, Minneapolis Fed
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How did we get here? QE Infinity
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How did we get here? Money creation
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How did we get here? Powerful fiscal channel

THE WALL STREET JOURNAL.
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Powell Says Washington Will Need to Spend
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How did we get here? Powerful fiscal channel

Excess Savings
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How extraordinary is the situation?

Breaking economic norms, 2008 edition

= Zero Interest Rate Policy, Quantitative Easing & Interest on Reserves

"You don't watch the house burn down if you are a fire fighter...
even if you are the arsonist who set the house on fire.”
- Jim Grant

" A dizzying policy experiment...unprecedented, poorly understood, and not
recommended by theory...impossible to unwind.”
- CERF
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How extraordinary is the situation?

Breaking economic norms, 2008 edition

The Fed's own research was discouraging - $600B of QE reduces UR by only 0.03%

Four Regional Fed President’s opposed: Dallas, Kansas City, Philadelphia, and Richmond
Hoenig (Kansas City): QE will be the monetary equivalent of a " military quagmire”

Plosser (Philadelphia): "I think it would be a mistake to convey to the public that
we know how to fine tune QE to achieve objectives when, in fact, we don't.”

Fisher (Dallas): "I see considerable risk in conducting policy with the consequence of
transferring income from the poor and the saver to the rich.”

Jerome Powell (2012): "QE is habit forming...QE will inflate a duration bubble.”
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This is what a bubble looks like
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This is what a bubble looks
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So...Hard Landing? Soft Landing? Or Stagflation?

How do you forecast the economy during a time of asset bubbles?

Is the Fed actually fighting inflation?

www.CLUCERF.org (2023) M. Fienup February 21, 2023



Is the Fed figthing inflation?

Real 10-year Treasury Yield
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Is the Fed figthing inflation?

They are still behind the curve
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How far behind the curve?

Taylor Rule

r=p+2+0.5(p—2)
r=7.5to010.8
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CERF believes that past is prologue

"Financial markets completely dominate U.S. monetary policy.”

- CERF Economists
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Don’t take our word for it

OVERVIEW = DEMOGRAPHICS
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U.S. Economic Forecast - no Recession, Stagflation

Real Gross Domestic Product
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U.S. Economic Forecast Comparison

Competing Forecasts - 2023

CERF WSJ] Recess  WSJ Expand

2023-Q1: -1.1 (30) 1.1 (38)
2023-Q2: -1.3 (39) 1.0 (26)
2023-Q3: ) -1.3 (28) 1.1 (36)
2023-Q4: -1.2 (20) 1.4 (47)

There were 77 forecasters included in the January 2023 WS]J
Survey that was released on Jan 15. Not all of the forecasters
responded to all of the questions.
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U.S. Economic Forecast - Stagflation

GDP

e 1947 - 2007 3.5%

e 2009 - 2017 1.9%

e 2018 2.9%

e 2019 2.3%
COVID-19 PANDEMIC

e Long-run Forecast 1.4%
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A Complex Picture of the County’'s Economy

@ Pre-pandemic: prolonged period of economic weakness
@ Pandemic: exceptional policy making

@ Post-pandemic: anemic recovery due to underlying weakness
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A Complex Picture of the County’'s Economy

Economic Growth Estimates

2021
2020
Average (2016-2019)

www.CLUCERF.org (2023) M. Fienup February 21, 2023



Pre-Pandemic Economic Weakness

Peak Ventura County
Peak Year Chg. from Peak Peak Value Current Value
Population 2015 -2.4% 850,038 829,764
Civilian Labor Force 2012 -5.1% 433,700 411,583
Real GDP (2012 dollars) 2007 -12.3% 55,457 48,642
Jobs (all sectors) 2019 -1.4% 336,800 332,042
Sources: CA Department of Finance, CA Employment Development Department, US Bureau of Economic Analysis
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Pre-Pandemic Weakness - GDP

The Ventura County Economy
Gross Domestic Product (2012 dollars) Pre-Great Recession Peak to Now
2007 - 2021
Sectors Change-millions ~ Percent change

Construction -209 -12.0
Non-Durables Manuf. + Professional Services -13,033 -55.3
Personal, Repair, & Mai; Services -278 -25.7
Source: U.S. Bureau of Economic Analysis
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Pre-Pandemic Weakness - Jobs

Ventura County's Job Market

Pre-Great Recession Peak to Now

not seasonally adjusted data Dec 2022 Dec 2022

Change-thousands Percent change

Sectors

Durable Goods Manufacturing -5.0 -21.2

-1.6 -27.6

Information & Technology
-6.7 -30.3

Financial Activities

Source: CA Employment Development Department
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Pre-Pandemic Weakness - Jobs

Ventura County's Job Market
Pre-Great Recession Peak to Now
not seasonally adjusted data Dec 2022 Dec 2022

Sectors Change-thousands Percent change
Non-Durable Goods Manufacturing 1.9 28.8
Educational and Health Services 18.1 54.2
Leisure and F li 6.4 19.7

Source: CA Employment Development Department
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Pre-Pandemic Weakness- Net Migration

Ventura County

B Net Migration

Source: CA Department of Finance
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Causes of Weakness - Housing

New Homes Permitted
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Source: Construction Industry Research Board
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_ Affordability

Most affordable metro areas

Toledo, OH

Youngstown-Warren et al, OH-PA
Akron, OH

Dayton, OH

Pittsburgh, PA

Least affordable metro areas

Los Angeles-Long Beach et al, CA
San Diego-Carlsbad, CA
Oxnard-Thousand Oaks-Ventura, CA
Riverside et al, CA

Miami-Fort Lauderdale et al, FL

NATIONAL
ASSOCIATION OF
REALTORS®
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Post-Pandemic Outlook

Median Home Price
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Ventura County Forecast

Median Price: Existing Single
Family Homes
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Ventura County Forecast

Population Growth
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Ventura County Forecast

Real GDP Growth
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