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A recession prediction ... still reasonable?
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So what about that recession?

Everyday Americans Feel the Recession is Coming
Sooner Than Experts Predict

M Experts M Everyday Americans

Has already begun 20%

Will begin within the
next 6 months
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Will begin in more than 6
months but less than 1 year
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Will begin in1to
less than 2 years
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Or will begin in 2
or more years
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Source: Marketwatch Survey, June 2019
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THE ROAD TO RECESSION:
WHAT IS THE NARRATIVE?
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PATH#1: Energy Prices: An up and down story

Ehe New Hork Eimes

Two Major Saudi Oil Installations Hit
FRED -~ by Drone Strike, and U.S. Blames Iran
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A Saudi Aramco plant in Abqaiq, Saudi Arabia, was attacked early Saturday, one of two sites hit.
Hamad I Mohammed/Reuters
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Why is there not more concern?

Monthly U.5. field production of crude oil (Jan 1920-Apr 2013) El?
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Saudi Arabia no longer the largest producer

Saudi Arabia monthly crude oil production  U.S. weekly crude oil imports —

and exports (Jan 2014-Aug 2019) (Jan 1, 2014-Sep 13, 2019) Cla

million barrels per day million barrels per day, four-week average
Saudi Arabia crude
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(through July) imports from
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Source: LS. Energy Information Administration, Short-Term Energy Outlook, September 2019 and Weekly Petroleum Status

Report, Joint Organizations Data Initiatived (JODI)
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PATH #2: Business Investment

Business Investment weakened after initial
spike from tax bill.

FRED /7 @ Real Gross Private Domestic Investment
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Shaded areas indicate U.S. recessions Source: U.S. Bureau of Economic Analysis fred stlouisfed.org
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Deterioration of Business Confidence

Business confidence index (BCI) Amplitude adjusted, Long-term average = 100, Jan 2008 — Aug 2019

Index <100 = Pessimism

Source: OECD 2019
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Fewer Job Openings

FRED % == Job Openings: Total Private

7.200
6,800
6.400
6,000

5,600

Level in Thousands

5.200
4800

4.400
Jul 2015 Jan 2016 Jul 2016 Jan 2017 Jul 2017 Jan 2018 Jul 2013 Jan 2019 Jul 2018

Shaded areas indicate U.S. recessions Source: U.S. Bureau of Labor Statistics fred.stlouisfed.org
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Manufacturing Employment Growth has stalled

FRED ﬁﬁ — All Employees: Manufacturing

a0 +.4% p.a.

12,800 [
[
) 12,700 I
: |
E.“Lf 12,600
s [
w -
: .., Slnce Jan 2010 I
B 12
= |
=]
E +1.1% p.a. |
12,400 I I
[ I
12,300
I I
12,200 ' '
' Jul 2015 Jan 2018 Jul 2018 Jan 2017 Jul 2017 Jan 2018 Jul 2018 Jan 2019 Jul 2019
Shaded areas indicate U.S. recessions Source: U.S. Bureau of Labor Statistics fred.stlouisfed.org

Slide 11 THE PORT AUTHORITY OF NY& NJ



PATH #3: We are (still) inverted!

Treasury Bills, Notes and Bonds
Most recent issues

The Yield Curve!

Change
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Source: The New York Times

Slide 12 THE PORT AUTHORITY OF NY & NJ



NY FED sees a 38% recession probability

Probability of US Recession Predicted by Treasury Spread*

Twelve Months Ahead (month averages)
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PATH #4. Chinese [and other] tariffs
... bad for US consumers

@CNBC SIGNIN PRO WATCHLI

— MARKETS BUSINESS INVESTING TECH POLITICS CNBC TV

MARKET INSIDER

If Trump slaps China with his
threatened tariffs, the US consumer
could pay

PUBLISHED 4 HOURS AGO | UPDATED 2 HOURS AGO

Patti Domm
BPATTIDOMM siare W in N cee

KEY ®* President Trump threatened to raise tariffs from 10% to 25% on billions of dollars in TRENDING NO'
POINTS Chinese goods, but he said he might also put new tariffs on another $325 billion in

products that could include many consumer goods. Pa
e

Joi

®* The administration is preparing for higher tariffs on $200 billion in goods, but oft

analysts say if Trump follows through with the other products, U.S. consumers will on
be the ones to pick up the tab on apparel, shoes, toys and electronics.

Do
® Analysts say it would be difficult to move forward with the new tariffs, so if Trump us
moves ahead with the levies it will be raising the ones that already exist on $200 tar

billion in aoods.
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PATH #4. Consumers paying the price

 Employmentlosses are accumulating: 300,000 jobs so far,
450,000 by year-end, 900,000 by end of 2020 [Moody’s]

« Lower Real GDP by 0.3-0.5 percent in 2019 [Moody’s, Oxford
Economics]

« Average household impact of $1,000in 2019, $2,000in 2020
[JP Morgan]

 Farm incomes & exports volumes are falling [Forbes]

VNG CR N TI  J rode War s impacting More Than Soybeans

Export Decline

\ $19
i ‘ -$1.3 BILLION LESS =l AN iy c.,
IN FARM PRODUCTS -$87 Livestock & Meats
-$109 Dairy & U
-$158
-$245 on, Linters & Waste
-$647 Grains & F.

$9.1

billon

CHINA HAS PURCHASED $16 Planting Seeds

2014 2015 2016 2017 2018

Source: USDA
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PATH #5: Housing Starts

FRED £/ — tousing starts: Total: New Privately Owned Housing Units Started
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Shaded areas indicate U.S. recessions source: U.3. Census Bureau fred stlouisfed.org
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PATH #5: Manhattan Real Estate: A Snapshot

Manhattan Months of Supply by Price — June 2019
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Copyright 2019 Miller Samuel Inc. All world wide rights reserved. Real Estate Appraisers & Consultants
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PATH #6: Household Debt - Delinquency by Type

Percent of Balance 9o+ Days Delinquent

159 == Student Loan == Credit Card == Other == Morigage == Auto Loan == Home Equity Line of Credit
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Source: FRENY Consumer Credit Panel/Equifax
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PATH#/7: BREXIT

Impact of Brexit on the United Kingdom through channels and over time

Difference in real GDP relative to the UK staying in the EU

Outcomes Channels
GBP cost
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Longer term: Optimistic | -2.7% -1500 X X X X X
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A CRACK IN THE FOUNDATION?

A STORY OF LABOR FORCE
PARTICIPATION
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The blg Story! &he New York Times

ECONOMIC VIEW

Why Aren’t More Men Working?

The US unemployment rate is at a
48-year low—so why are so many
Americans still out of work?

By Gwynn Guilford * October 5, 2018

Slide 21 THE PORT AUTHORITY OF NY & NJ



Changing times for prime age men

Why has this been happening?

- More women entering labor force
Relocation of employment
Automation

N\ Polarization of employment
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Prime age Men not working - 1980

Not Working Rate, percent

> 26

22 -26
18 -22
14 - 18

10-14
Source: Austin, Glaeser & Summers “The Geography of Jobs”, 2017 <10
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Prime age Men not working - 2015

Not Working Rate, percent
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Source: Austin, Glaeser & Summers “The Geography of Jobs”, 2017 i
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Men, 25-54, not in Labor Force

Percentof Population [25-54, M al €]

Civilian labor force participation rate
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https://homafiles.info/2016/12/06/what-are-prime-age-men-who-arent-in-the-labor-force-doing-with-their-time/
https://homafiles.info/2016/12/06/what-are-prime-age-men-who-arent-in-the-labor-force-doing-with-their-time/

Two Separate Economies

* In 2018, Democrat voting districts generated roughly 2/3 of
US GDP but only covered 20 percent of the landmass

« Since 2008, economic performance of “blue” and “red”
districts has starkly diverged

Republican and Democratic districts are rapidly diverging
GDP per seat ($mil) Median household income

48,502 561,000

Democrats

555,000
$53,000
$35,74 $54,000 o
Republicans

33,254
> $32,596

2008 208 2008 2017

Source: Brookings analysis of Emsi data and IPUMS-USA ACS l\’le[ropoli[an PO]]C}’ Prog]_’a]'n

1-year microdata at BROOKINGS

h enue/2019/09/10/america-has-two-econo

Source: Brookings Institution, http
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https://www.brookings.edu/blog/the-avenue/2019/09/10/america-has-two-economies-and-theyre-diverging-fast/

Regional Employment Growth

FRED& = All Employees: Total Nonfarm in New York-Newark-Jersey City, NY-NJ-PA (MSA)
== All Employees: Total Nonfarm in New Jersey
== All Employees: Total Nonfarm in New York City, NY
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Shaded areas indicate U.5. recessions Sources: BLS, St. Louis Fed myf.red/g/nzz3
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PA Region Employment

PA Region Q12017 Q22017 Q32017 Q42017 Q12018 Q22018 Q32018 Q42018
Total 100.0 100.3 100.8 101.0 101.3 101.5 101.6 102.0
Construction 100.0 94.5 93.7 96.4 101.4 102.3 106.3 106.1
Manufacturing 100.0 99.0 99.3 99.7 101.0 100.1 100.3 100.9
Wholesale trade 100.0 99.8 99.8 99.6 99.5 99.7 99.8 99.9
Retail trade 100.0 100.0 100.3 100.3 100.6 100.3 100.4 100.7
Transportation, warehousing & utilities 100.0 99.8 99.8 99.9 100.4 100.3 99.5 99.8
Information 100.0 100.6 102.4 103.6 103.5 104.1 105.0 105.6
Finance and insurance 100.0 100.0 100.1 90.1 98.8 98.6 97.7 97.9
Real estate and rental and leasing 100.0 100.5 100.8 100.7 100.6 100.6 100.2 100.2
Professional, scientific, and technical services 100.0 100.4 101.1 102.1 102.8 102.4 103.2 103.4
Management of companies and enterprises 100.0 100.3 100.7 101.0 101.2 101.2 101.5 102.2
Administrative and waste services 100.0 100.8 101.0 101.3 100.4 100.3 99.3 99.4
Educational services 100.0 101.2 102.1 103.1 104.8 105.1 104.8 105.7
Health care and social assistance 100.0 100.3 100.8 99.7 100.4 101.1 101.0 101.2
Arts, entertainment, and recreation 100.0 101.0 101.9 102.7 103.3 104.1 105.0 105.5
Accommodation and food services 100.0 101.0 101.6 99.2 99.3 102.5 103.8 103.9
Other services, except public administration 100.0 100.3 101.1 100.7 100.5 101.3 102.1 102.6
Federal government 100.0 100.5 101.2 101.5 101.5 101.7 102.2 102.6
State and local government 100.0 99.4 99.0 98.4 97.3 96.6 96.8 96.8
Office using employment 100.0 99.7 99.9 100.0 99.9 99.7 99.6 99.5
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Overall Takeaways

Latest Watchlist Markets Investing Barron's Economy Personal Finance Retire

U.S. consumer confidence sinks to 3-
month low on trade worries, softer jobs

market

Published: Sept 24, 2019 10:56 a.m. ET

OQEEC0

Consumer confidence index falls to 125.1 in September from 134.2

By
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September 2019 Economic Outlook

Thank you!

Alexander Heil, PhD, Chief Economist
The Port Authority of New York and New Jersey
4 World Trade Center | 150 Greenwich Street,16™ fl, New York, NY 10006

Are you receiving our Monthly Economic Indicators newsletter?

Econ Insight: The Planning Department's Monthly Podcast
[Also, find us on iTunes!]

PA Website:
PA Twitter:

Slide 30

Please send me an email to
subscribe to our distribution list;

aheil@panynj

MONTHLY

Planning and Regional Development Department

Moving More, Emitting Less

Earth Day on April 22 was dedicated to apprediating
the environment and recognizing the urgent need to act
on climate change. Indeed, the impacts of dlimate
change are already here. Global temperatures increased
by 1.8°F between 1901 and 2016 and are projected to
rise to 4.2-8.5°F by 2080-2099 under the business as
usual scenario (RCP B.5)". Last year closed with
important scientific consensus evidence that the climate
change impacts between 2.7°F and 3.6°F of warming are
not linear. For example, extreme heat would be 2.6
times worse and there would be 10 times more ice-free
summers®. Meeting the Paris Agreement goals requires
substantial reductions before 2040°. This Earth Day,
there was recognition of progress, but also evidence
that it is not fast enough.

Regional leaders, including governors and mayors in
New York and New Jersey, and the Port Authority of
New York and New lersey* are making ambitious
[: i to reducing gas (GHG)
emissions. The level of CO, emissions in NY and NJ
(2745 million metric tons in 2016) is higher than every
state except Texas and California. NY and NJ emissions
represented 4.2% of national emissions, thus changes in
the region have an impact at a national and global level.
And some progress has been made, with U.S. emissions
decreasing by 11% between 2006-2016. In that period
(2006-2016) the Port Authority reduced 13% of
‘emissions in operational control, also known as direct
and indirect or scope 1-2 emissions®. Of the Port
Authority’s total 5.9 million metric tons of CO,,, 46%
‘were emitted by tenants and 49%: came from
customers.

U 5. total emissions are 1.9% lower in 2016 than in
1990, but in recent years the rate of reductions is
slowing. The recent decreases in national emissions are
attributed to changes in electricity markets which are
using more renewables and natural gas. This transition
was facilitated by market trends, new technology and
policy interventions like renewable portfolio standards
and REGGI, a regional carbon trading market®.

Transportation emissions decreased by 6%
nationally, and 7% regionally (NY and NJ) between 2006
and 2016 largely as a result of falling vehicle miles
travelled and improved vehicle efficiency. In the same
period, emissions from electricity generation decreased

7 IPCC. 2018: Summary for Policymakers. In: Giobal Warming of 15°C.
Weln, wwwi ke

2 lbid

.gov

THE PORT AUTHORITY JJ
Ppril 2019

THE WATCHUIST

Economic Variables Current - One Year Trend

UNITED STATES

Real GDP [Annual Rate] Q12019

Unemployment Rate Mar19

Consumer Price Index [Annual]  Mar-19

Gasoline Price [Reguiar] Mar19
PORT AUTHORITY REGION

Regional Employment [NYMSA]  Mar19 8342
Consumer Price Index [Annual]  Mar-19 16%  auslnllnEs_.
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by 23% in the U.5. and 27%in NY and NJ. Transportation percentage
of total emissions continues to grow as other sources decrease their
contribution faster. In the U.S. transportation was 24% of emissions in
1990, 27% in 2006, and 29%: in 2017. In NY and NJ transportation grew
from 38%in 1990, 1o 46% in 2006, and 49% in 2016

NY+ NJ emissions 1990-2016

Million Metric Tons CO,

1994 1998 2002 2006 010 2014
ortation [iElectric Power Sector [ Residential Sactor W Industrial Sactor

Source; Ef

While the 96% of emissions of Port Authority emissions are not in
operational control, the agency can play an active role to support and
amplify industry changes that are already underway. Technological
advances, investments, that shift away from non-renewables need to
he narr af the trancitinn ta 3 mara cctainahls ar oresn aranamy
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