Kansas Economic Outlook
What is your favorite 2020 hashtag?

#Coronageddon #CornTeen
#DoomScrolling #Maskne

Extra points for economy related hashtags!
#KSEcon

WCEDER @



2019 Forecast Review

Kansas Total Nonfarm Employment Growth
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 Kansas is expected to grow by 0.6% in 2020,
adding 8,926 jobs to the state economy.

« Total Wages in Kansas are expected to
continue to expand, as employment and
iIncome are likely to increase.

 The decline in taxable retail sales should
slow, if not improve over the next yeat.

=

]

| CEDBR

4%

Kansas Total Real Wage Growth

2%
0% #

-2%

2016Q1
2016Q2
2016Q3
2016Q4
2017Q1
2017Q2
2017Q3
2017Q4
2018Q1
2018Q2
2018Q3
2018Q4
2019Q1
2019Q2
2019Q3
2019Q4
2020Q1
2020Q2
2020Q3
2020Q4

Source: CEDBR, BEA

Range

Forecast esssActual

Kansas Inflation-Adjusted Taxable Retail Sales Growth
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US cumulative EMP loss was highly concentrated

Apr-20 May-20 Jun-20  Jul-20  Aug-20 ® Restaurants

Mining an.d logging 92% 89% 88% 87% 87% remain the
Construction 86% 92% 94% 95% 95% hardest hit
Durable goods 88% 90% 94% 94% 94% sector with 24%
Nondurable goods 91% 93% 94% 95% 95% below Janu ary
Wholesale trade 93% 94% 95% 94% 94% 2021 levels

Retail trade 85% 87% 93% 94% 96%

Transportation and warehousing 90% 90% 91% 92% 93%

Information 90% 89% 89% 89% 89% e Financial
Financial activities 97% 97% 98% 98% 8% gctivities have
Professional and business services 89% 90% 92% 92% 93% been the |least
Ed.ucation and he.altlzl services 89% 90% 93% 94% 94% imp acted by
Leisure and hospitality 51% 59% 71% 75% 76% COVID-19
Government 96% 94% 94% 95% 96%

Source: CEDBR, BLS -CPS (Employment - January 2020 Base)
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The impact was not shared equally
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Employment- Population Ratio
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Some College Bachelor's +

Employment - Population Ratio
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Post COVID World

 Decrease low-skilled occupations?

 Telework World
 Urban de-densification

« Automation forcing
« Shift from labor to automation

 Decreased/increased upward mobility?
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Personal income soared in Q2 from transfer of payments

Personal Income YR/YR Components of Income YR/YR
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-10%

0% 2020Q1 2020Q2 2020Q1 2020Q2 2020Q1 2020Q2
0

2019:Q1 2019:Q2 2019:Q3 2019:Q4 2020:Q1 2020:Q2 us KS Plains

B Personal income
Source: CEDBR, BEA

Earnings Transfer receipts

Source: CEDBR, BEA a—US KS Plains

Mceper

e Transfer receipts

Include
unemployment
Insurance
benefits and
other payments

Personal income
IS the broadest
definition, which
Includes earned
Income,
government
transfers, and
other capital

Income
Ty



Job losses were less In Kansas than the Nation
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Vaccine and disseminations in reach

FDA-approved vaccine - 25 million people » 53% - March 2021
100%

80% » 38% -September 2021
60%
e There are four main
candidates for an early
vaccine in the US -
Pfizer, Moderna,
0% AstraZeneca, and
June July August Sept Oct Johnson & Johnson

40%

20%

Before October 1 October - March 21 MW April 21 - September 21
October 21 - March 22 M April22 +

Source: CEDBR, Good Judgement
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Unemployment rates

US 8.4 Aug

Wichita
10.2 Aug

Kansas
7.1 Aug
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KS unemployment claims per 1,000 workers

PreCOVID Peak ° Peak
1/4/2020 3/28/2020 9/19/2020 _
Agriculture, forestry, and mining 0.8 6.3 4.2 * Man UfaCtU“ng
Construction 5.6 18.1 17.6 e 85 out of 1,000
Manufacturing 2.1 84.8 11.9 » Discouraged workers tried to
Wholesale trade 1.0 19.3 8.7 reenter the market
Retail trade 0.7 29.7 12.0 e Food service
Transportation and utilities 1.1 19.9 8.2 93 out of 1.000
Information 0.4 15.7 4.7 ’
Finance, insurance, and real estate 0.7 8.6 139 ¢ Now
Professional services 2.4 23.4 19.2 . Lost demand seeping over
Educational health care services 0.3 15.9 6.2 _ )
Arts, entertainment, and recreation 0.9 77.9 3.2 INto the service sector
Accommodation and food services 1.2 92.5 18.6  Other services
Other services 0.4 66.2 21.5 e Professional
Public administration 0.5 3.6 4.4

 Finance
Source: CEDBR, KSDOL - Kansas Initial Claims
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KS unemployment claims per 1,000 workers
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Food Scarcity

2%

Kansas - Overall Reduction in business (including furlough)
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Sometimes not enough to eat Often not enough to eat Sometimes not enough to eat Often not enough to eat
Kansas B US B Kansas HUS
Source: CEDBR, Census-HPS Source: CEDBR, Census-HPS
Employer went out of Business Sometimes and Often
25%
20% « Kansas 169,096
15%
Lon e Furloughed workers 38%

5%
0%

R « Closed business 23%

Sometimes not enough to eat Often not enough to eat

Kansas H US
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Labor utilization points to hiring opportunities
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 The employment-
population ratio
measures all
employed workers
to total

population.

e Wichita and Rest
of Kansas are
struggling more
than other parts of
the state.
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Jul-20

Wichita
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Mystery about jobs in 2020

Households Employers
e Struggling to fill jobs

e Too much competition for the
same job

Is the mystery due to unemployment benefits? Not likely.

e Economic shock — labor supply # labor demand within
regional markets and industries
e Structural changes - labor retraining will be needed

:_.J:f.:}
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Further unraveling the labor market mysteries

Employment
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= Growth since December 2019
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There are two economies during COVID-19

Employment Change Compared to January
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KS employment was down from last year, but up over the previous month

Year-Over-Year Month-Over-Month

NEUQEZON =1 B0V ETEIORAY o e OV EVAZO BN ITH EZIO BN IVIEZIOATITe B20) - Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20
Arts, Entertainment, and Recreation 0% 1% 0% -51% -43% -15% -13% -12% 1% 0% -1%  -50% 13% 49% 2% 2%
Leisure and Hospitality 2% 2% 2% -39% -29% -17% -13% -13% 0% 0% -4% -38% 16%  18% 5% 0%
Accommodation and Food Services 2% 3% 2% -38% -27% -17% -13% -14% 0% 0% 5% -36% 17% 14% 5% 0%
Other Services 2% 2% 1% -22% -17% 9% 7% -1% 0% 0% 1% -21% 5% 10% 4% 0%
Information -2% -3% 2% -12% -11% 9% -9% -10% -3% -1% 1% -11% 1% 2% 0% -1%
Durable Goods 1% 0% 0%/} -10% 9% -10% -12% -13% 1% -1% 0%} -10% 1% 1% -2% 0%
Education and Health Services 2% 2% 0% -10% -7% 5% -3% -4% 0% 0% 1% -10% 3% 3% 2% 0%
Retail Trade -1% 0% -1% -9% -5% 2% 1% 1% 0% 0% -1% -8% 4% 3% 0% 2%
Professional and Business Services 0% 0% -1% -71% -6% 4%  -4% -4% 0% 0% -1% -6% 0% 2% 0% 0%
Mining, Logging and Construction 1% 5% 5% -1% -1% 4%  -3% -2% 3% 3% 0% -8% 3% 1% -1% 1%
Local Government 0% 0% 1% -5% -8% -8% -6% -5% 0% 0% 0% -5% -3% 0% 2% 1%
Wholesale Trade 0% -1% -1% -3% -3% 3% 5% -5% 0% -1% -1% -1% 0% 2% -1% 0%
Non-Durable Goods 2% 3% 3% -1% 0% 1% 0% 1% 1% 1% 0% -3% 1% 1% -1% 1%
Financial Activities 1% 2% 0% -1% -2% 2%  -3% -3% 0% 1% -2% -1% -1% 0%/} -1% 0%
Transportation, Warehousing, and Utilities 2% 2% 2% 1% 0% 2% 2% 1% -1% 0% 0% -1% 0% 2% 0% 0%
State Government 6% 2% 2% 1% -3% 1% -2% 0% 3% -3% 0% 0% 0% -3% 0% 2%
Federal Government 3% 1% 2% 2% 2% 2% 5% 8% 0% 0% 0% 0% 0% 0% 3% 3%

Source: CEDBR, BLS - CES
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Manufacturing and health care were hit the hardest

Finance and insurance

Federal

Management of companies and enterprises

Information
Mining, utilities, and construction

Arts, entertainment, and recreation

Agriculture, forestry, fishing and hunting

Real estate and rental and leasing
Administrative and support
Professional services

Retail trade

Other services

Wholesale trade

State and local

Transportation and warehousing
Accommodation and food services
Health care and education

Manufacturing

Source: CEDBR, BEA
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KS Biz weathering the COVID storm a little better than the Nation

COVID-19 Impact

Foreign supplier delays

Domestic supplier delays

Moderate to Large effect

0% 10% 20% 30% 40% 50% 60% 70% 80%

KS mUs

Source: CEDBR, Census-Business Pulse

Expectations in Six Months

Obtain financial assistance

Identify new supply chain options

Hire new employees

0% 5% 10% 15% 20% 25% 30%
Source: CEDBR, Census-Business Pulse
‘_':a-f"‘t‘g
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Financial Conditions

This business has not requested financial

assistance from any source since March 13 _

Missed scheduled payments

cenonhandforwess o™ I

0% 5% 10% 15% 20% 25% 30% 35%

KS muUs

Source: CEDBR, Census-Business Pulse

The impact was less in KS than US.

KS biz have more cash on hand and waiting
for the market to settle.

KS biz are not “starry-eyed” hopefuls. They
are patiently waiting out the COVID storm.

KS biz are making lots of small bets.



Businesses see a tough road ahead Iin 2021

Profit Margins - Current Conditions
80%

60% - —

0% —F ——

20% —

0%

200920102011201220132014201520162017201820192020

Source: CEDBR Survey Rising Same em»F3lling

80%

Profit Margins - Expectations
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Next 12 Months

* Volume will
rebound, but mixed
growth
expectations

* Input costs
expectations are
split between
Increasing and flat

 Prices charged will
not change for 67%
of respondents

s



Broad growth is expected, but some sectors will see continued loss

2020-2021 Lewvel 2020-2021 Percent

Kansas Employment Forecast

2%

Production Sectors 529 0.2%
1% Natural Resources, Mining & Cons. 1,346 1.9%
Manufacturing -817 -0.5%
0% - — Durable Goods -1,626 -1.8%
1% . Non-Durable Goods 809 1.2%
Trade, Transportation & Utilities 2,113 0.8%
-2% Wholesale Trade -547 -1.0%
Retail Trade 1,592 1.2%
-3% Transportation & Utilities 1,067 1.6%
4% Service Sectors 7,072 1.1%
Information -1,323 -8.0%
-5% Financial Activities 548 0.7%
Professional & Business Services -64 0.0%
6% Education & Health Senices 1,640 0.9%
7% Leisure & Hospitality 5,393 4.8%
Total Nonfarm  Production Sectors Trade, Trans.& Service Sectors Government Other Services 877 1.9%
Utilities Government -2,741 -1.1%

Source: CEDBR 2020 m 2021 Source: CEDBR

:ﬁﬁCEDBR ﬁ
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Wage increases will be strategic

Wages - Current Conditions Wages - Expectation
100% 90%
90% 80%
80%
° 70%
70%
60%
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50% v
40%
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30%
30%
20%
20% °
10% 10%
0% ye ‘.1!’—-"-.----1‘. 05 ‘.--!-’l n
2017 2018 2019 2020 2016 2017 2018 2019 2020
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Wage and retall sales forecast

Kansas Per Worker Real Wages
$53,000

$51,000
$49,000
$47,000
$45,000

201120122013 201420152016 2017 2018 201920202021

source: CEppr ~ Wodles M Estimate M Forecasted
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Kansas Retail Sales

$45,000,000,000
$40,000,000,000
$35,000,000,000
$30,000,000,000
S S S

Source: CEDBR ~ Moales Estimate ' Forecasted

« Wage growth is

expected to be
flat in 2021, as the
labor market heals
from COVID-19

Retail sales are
expected to
Increase by 2.1%
next year due to
pent up demand
and general
growth



Businesses expect weaker job growth in 2021
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Employment - Expectations
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All markets are expected to grow, but the range of uncertainty is high

Year-Over-Year 2021 Forecast Range Growth from January
8% Baseline Kansas 29% Baseline

1.2%
6% 1%

1% 1.0% 0%

-1%

2%
\\ 0.8% -2%
0%
| -3%
0.6%
-2% -4%
4% 0.4% %
-6%
-6%
0.2% -7%
-8%
-8%
-10% 0.0%
daNaYTddnYdNNYTdNNEDNDY -9%
RN EE 2222888358 R 5 & 8 3 8 8 @ & 3 3 3 3
[=)] (=)} (=)} (=)} o (=] o (=] - - - -
RRRRRRRRRRRARARRARKIRKRKRKSR S 8 8 8 8 8 8 8 8 8 8 8o
o 0.2% N N A R R N R R & R R €«
ek e=w=Topeka ess\Wichita Kansas emwK( e=wTopeka esss\Wichita Kansas
Source: CEDBR Low Baseline IHigh Source: CEDBR
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Business applications increase post COVID

2020 Kansas Business Applications YR/YR . Business applications include
employer identification umber
80% filings to the IRS.

100%

60%

40%

* High-Propensity includes
companies that will likely turn

20% '/ \
° Into a business with payroll
0% \ j—;ﬂxy and based on the following:
o | \ /, \/ corporate entity, identified

employees, or selected

40% sectors (manufacturing, retail,

60% Weeks health care, food services).
1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37
Total esswHigh-propensity Planned wages

Source: CEDBR, Census - BFS
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Where is the silver lining post COVID?

Removal of rules/laws — reduce
costs

Teleworking - increased

th? |ap9r p00| e Telehealth
. D|sab|I|t|es. | e Others?
* Transportation/vehicles

Consumer behavior — new

opportunities
e New products
e Different markets

Business practices — increase

productivity
e Big data is crushing analog practices
e Adoption of productivity software

-]IﬁCEDBR lig



2021 Outlook

2020 and 2021 will be a period of creative destruction.

Management of companies, agriculture, and nondurable manufacturing are likely
to help stabilize economic growth over the next twelve months.

Although the highest disruption was concentrated in low-skilled minority
households, that is shifting to other segments as the economy struggles to recover.

Kansas employment is dependent on a vaccine and distribution. The target
growth expectation is 0.5 percent.

 Ad Astra per Aspera — “to the stars through difficulties”
[lceoes a5



	Kansas Economic Outlook
	Growth is expected, but range widens
	Shakespearean Tragedy 
	US cumulative EMP loss was highly concentrated
	The impact was not shared equally 
	Personal income soared in Q2 from transfer of payments
	Job losses were less in Kansas than the Nation
	Vaccine and disseminations in reach
	Shakespearean Tragedy 
	Unemployment rates
	KS unemployment claims per 1,000 workers 
	KS unemployment claims per 1,000 workers 
	Food Scarcity
	Labor utilization points to hiring opportunities
	Mystery about jobs in 2020
	Further unraveling the labor market mysteries 
	There are two economies during COVID-19
	Shakespearean Tragedy 
	KS employment was down from last year, but up over the previous month 
	Manufacturing and health care were hit the hardest
	KS Biz weathering the COVID storm a little better than the Nation
	Businesses see a tough road ahead in 2021
	Broad growth is expected, but some sectors will see continued loss
	Shakespearean Tragedy 
	Wage increases will be strategic
	Wage and retail sales forecast 
	Businesses expect weaker job growth in 2021
	All markets are expected to grow, but the range of uncertainty is high�
	Shakespearean Tragedy 
	Business applications increase post COVID
	Where is the silver lining post COVID? 
	2021 Outlook

