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National Economy Still Growing at a
Modest Pace

¢ In 2013 international weakness restrained US
exports. Uncertainty, sharp cuts in federal
spending, and increased payroll taxes restrained
consumer and business spending.

* Meanwhile housing sector, consumer finances,
and state and local government improved.

e Growth picked up in second half of 2013 —
despite slower growth due to weather in first

quarter, healthier growth likely to continue in rest
of 2014
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Home Construction Has Picked Up_—l
Weather Impacting Recent Data
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Home Prices Increasing

FHFA House Price Index, 2000=100
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Job Growth Persistently Positive but not as
Thousands,sA Strong as Typical Rebound
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Lowe_r Prices and I_n_terest Rates Helping Household Balance Sheets in Better Shape
Housing Affordability — No Bubble Now P, sl e
(Percent of homes sold for which the median family income could qualify) e onatncome
14 Studentloan otrer Us 135
Date of Low > :

1999:Q4 2014:Q1 Low Point __ Point 13| o

United States 64 66 40 2006 : Q3 A
2006 : 129 e revling
Los Angeles 43 20 2 Q1/Q2/Q3 1
New York 55 25 5 2006:Q3/Q4 102
Miami 59 54 10 2007 : Q1 ! g Toras
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Austin 56 57 50 2000 : Q4 09 095
Dallas 64 60 54 2007 : Q3 R
Houston 66 61 47 2007 : Q3 08
San Antonio 64 64 47 2006 : Q3 07
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U.S. Leading Index Suggests Moderate Pick ljp
Over Next 6 Months
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RGDP Grew 2.6% in 2013, May Blue Chip Survey In Past Several Years, Texas Economy Has
. 0 .
Projects 3.2% Over Next Three Quarters Grown Above Trend and Stronger than Nation
e « In past three years growth in energy, high-tech and
50 s exports provided a stimulus to Texas. Housing market in
z“:‘,éi"* ez better shape than nationally
" 32 e « In 2013 manufacturing and federal government
20 Z weakened. Energy and residential construction grew
" | | | | AR | | | m| strongly but moderated somewhat
« This year | expect job growth around 3.1% - slightly
faster than 2013 (2.6%)
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Texas Economy Growing Above Trend

M/M SAAR (Texas Business Cycle Index)
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Texas was Third Fastest Job Growth State in
2012

Y/Y Percent Change,
I%)ecember 2012
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While Texas Slowed in 2013, It Remained-WéII
e Apove the National Average
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Texas Continuing to Lead Most States

Annualized Percent Change,
Dec. 2013-Apr. 2014
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Texas Jobs Growing Faster Than Nation’s
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Texas Unemployment Rate Has Continued to
Fall Sharply since Second Half of 2013

Percent, SA
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Jobs Grew at a Slower Rate in Most Industries Growth Occurring Across All Industries —
e hange in 2013 Government Weak

20 | Energy& (Job Growth 2010-2013) QIQ, SAAR
Mining ' Texas Industry Employment 2013 Q1: 2014 Q1
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Construction
15 10 Leisure
Business Serv. Hospitality
8 - Trans., Trade ,
Utilities ~ Manufacturing Finance , Information  peaith and
o Insurance, Services pedith and
Real Estate
6
Construction Leisure & Information
Business
Trade, Manufacturing et . Finance,& Hospitality  services 4
Insurance, Health &
5 Transportation, Real Estate Edueation
& Utilities.
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Texas Construction Contract Values Continue to TX Home Inventories Remain at Historically
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Delinquent Mortgages Increased Slightly, but Texas Mortgages Less at Risk of Default
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Low TX Office Vacancy Rate Corresponding to w TX Manufacturing Production and Orders
rewiionss, INCreasing Office Construction - Improving Since mid-2013
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Texas Exports Increased in Q4 2013 Slight Elevation in Energy Prices, Drilling Rig
Index, SA Real . .
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Texas State and Local Government Jobs All Texas Metros Moved From Recovery to
JisaS Growing after 2011 Fiscal Cliff Nonfarm Employment Index Expansion
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TLI Indicators Mixed, But Strength in US Index

Suggests Texas Will Follow Suit
Texas Leading Index Components, 3 month change
January - March
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Job Growth Likely to Pick up to around 3.1% in
Millons of Jobs 2014 ss70m
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How Did | Do Last Year?

* “[In 2013] | expect job
growth of about s
2.0%— 3.0% - slightly
weaker than 2012.” ™ g s

¢ Job growth for 2013
was 2.6% - slower
than the 3.4% for
2012 "
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Summary

In 2013 U.S. economy picked up in second half —
improved pace likely to continue this year.

2013 TX job growth was slower, as manufacturing and
federal government weakened. Texas was still in top 10
states for job growth in U.S.

In 2014 residential construction growth will likely dampen
while manufacturing activity picks up and federal
government becomes less of a drag.

Texas job growth likely will be slightly faster this year
than last — around 3.1%




