OUTREACH & EDUCATION

Upstate New York Regional Advisory Board
Federal Reserve Bank of New York
Thursday, November 15, 2018

AGENDA
10:30am-10:35am Welcome

Tony Davis, Officer & Director
10:35am-11:05am The National Economy

Richard Peach, Senior Vice President
11:05am-11:35am International Update

Matthew Higgins, Vice President
11:35am-12:00pm Regional Update

Jaison Abel, Assistant Vice President
12:00pm Adjourn to NWC Room-10F
12:15pm Lunch
12:15pm-1:55pm Round Table Discussion with John Williams, President and Michael

Strine, First Vice President
Introductory Remarks and Welcome from President Williams
Group Discussion (15-20 minutes per section)

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.

Business Activity

Have sales volumes increased, decreased, or stayed the same since
the first half of 2018?

What are your expectations for the first quarter of 2019?

Prices

Have prices of products/services sold increased, decreased, or
stayed the same in 2018?

What are your expectations for 2019?

Employment and Wages

What are your employment expectations moving into 2019?

How have you partnered with other organizations (ex. educational
institutions) to address labor demands? Has your organization
created workforce development programs?
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How would you characterize wage growth in your company in
2018? What are your expectations for 2019?

Current Issues
Please briefly discuss the impact of the following recent and
prospective policy changes on your business:

e Changes to tariffs & trade policy
e Changes to federal tax law
e Increases to minimum wage

Outlook for 2019

What is the most significant business opportunity you see in 2019?
In what area of your company do you expect to see the most
significant growth?

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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Overview

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

e  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
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Industrial Production: Total and Manufacturing

% Change, Year to Year
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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
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Housing Starts

Thousands, 3 MMA
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Business Fixed Investment Firming

Four Quarter Percent Change
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Real Government Consumption and Gross Investment

4 Quarter % Change
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Federal Deficit
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Gross Federal Debt as a Percentage of GDP
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Real Net Exports as a % of GDP
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abor Market Indicators
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Growth of Average Hourly Earnings and ECI
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Employment Cost Index and the Unemployment Rate

% Change, Year to Year % Change, Year to Year
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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 12 Month % Change
5 5
4 r FOMC Objective for 4

Headline PCE Inflation

2 F-=ar-T---AF-EF---WH e e\~ — o - -~ 2
(I 1 1
0 0)
-1 1 -1
_2 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 _2
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
Source: Bureau of Economic Analysis 18

via Haver Analytics Note: Shading shows NBER recessions.



Core PCE
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Global Economic Outlook

Upstate New York Regional Advisory Board
Matthew Higgins, 15 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

Advanced economy health spending and outcomes

Italy’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

140
A
FTSE EME S&P500

ity ind 'I\
equity index o,
;-!‘

130

120

110

100

90 -
17-01 17-04 17-07 17-10 18-01 18-04 18-07 18-10

Note: Index values are in dollar terms

Manufacturing New Orders

Diffusion Index
57.5

I

A

New Orders

55.0

52.5

W
"' New Export
' Orders

10 11 12 13 14 15 16 17 18 19

Source: Markit Economics, JPMorgan.




2.5

2.0

15

1.0

0.5

0.0

-0.5

-1.0

G-3: Core Consumer Price Inflation

Percent change from year ago

United States

Euro Area

T

M\ Ao 20
N N
”\/‘/’\ M~ ¢

Japan

12 13 14 15 16 17 18 19

Sources: BEA, Eurostat, BoJ. U.S. inflation measured using the PCE index.

12

10

G-3 Unemployment Rates

Percent change from year ago

Official NAIRU
estimates

Euro Area

)
]
] )
]
1

~~_  United States
\

07 08 09 10 11 12 13 14 15 16 17 18 19

Sources: BLS, CBO, Eurostat, BoJ.




Credit to Private Nonfinancial Sector

Percent of GDP
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China: Fixed Asset Investment

Percent change from a year earlier
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Hip replacement: total costs
Thousands of U.S. dollars
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Italy: Fiscal performance
Percent of GDP Percent of GDP
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Italy: Government debt projections
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Regional Economic Conditions
Jaison R. Abel

Upstate New York Regional Advisory Board Meeting — November 15, 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 of Regional Conditions

Growth in the region’s manufacturing sector has remained
fairly brisk, while growth has slowed to a modest pace in the
broader services sector.

Labor markets have tightened throughout the region, even in
parts of upstate New York with little or no job growth through
the expansion.

Businesses report increasingly widespread escalation in input
prices and, to a lesser extent, selling prices, in part due to
recent changes in U.S. trade policy.



Current Economic Conditions
FRBNY Regional Business Surveys
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30
Empire State Oct
20 | Manufacturing
Survey
|
10 1

-10 -

i
/

Business Leaders
Survey
(Service Sector)

-20 . .
Janl5 Julls Janl6

Source: Federal Reserve Bank of New York.

Jull6

Janl7 Jull7 Janl18 Jull8




Regional Consumer Confidence

Overall Consumer Confidence
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Regional Employment Trends

Indexes of Total Employment, Seasonally Adjusted
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Job Growth in Upstate NY Metros

Indexes of Total Employment, Seasonally Adjusted
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Unemployment in the Region

Long-Run and Current Rates, Seasonally Adjusted

10%

8% -

6% -

4%-

2%

0% -

Long-Run Average
B september 2018

New York City
7.8

United
States

6.1

Watertown
8.3
Glens _
Buffalo Rochester Falls EIBl.nghamton
i mira

6.1 l Syracuse 6.2 Utica \l,

5.8 5.8 5.9 58
Albany 53 5.5

lthaca = 48 a7 N 47

4.1 41 f 41 | 42
3.6 3.8

4.4 4.5

Source: U.S. Bureau of Labor Statistics and Moody’s Economy.com.




Regional Labor Force Trends

Indexes of Total Labor Force, Seasonally Adjusted
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Input and Selling Prices
FRBNY Regional Business Surveys

Diffusion Index
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U.S. Trade Policy and Prices in the Region

FRBNY Supplemental Survey Report, August 2018

Expected Effect of Changes in U.S. Trade Policy on Prices
Input Prices

Empire State Manufacturing Survey

Business Leaders Survey
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Selling Prices

Empire State Manufacturing Survey

Business Leaders Survey

32%

Downward Effect Upward Effect

Source: Federal Reserve Bank of New York.
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