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mssessmem: For the first half of 2023, the San Angelo economy was characterized by continued stability. Payrolls have moved into expansion. Furthermore.\
natural population growth is stronger than nationwide, and the median age of the population is below average. The working-age population and labor force
will grow faster as a result. As job creation increasingly hinges upon labor availability, this will help employers find employees as well as provide a faster
growing consumer base. There remains a chronic labor shortage that shows no signs of going away and no ready replacement for the generation reaching
retirement age. The job market is tight but is not yet operating beyond full employment. The energy industry and public sector will be pillars of support and
provide spillover benefits for consumer services. Longer term, positive demographic trends will ensure San Angelo's position as a national outperformer.
Overall, this summer, the economic data have been uniformly good, showing resilient growth and easing inflation. Inflation has throttled back, and prospects
are good that it will continue to decelerate. The San Angelo economy’s recent performance could not be much better. Nationally, growth has been close to the
economy’s potential with real GDP during the first half of the year advancing just over 2% annualized and estimates for real GDP growth indicates there will
be another solid quarter. The economy is finding its footing despite aggressive interest rate hikes. Growth has moderated but remains strong, and inflation,
while still too high, is abating. Recession risks are elevated, but they are waning. The data supports a pretty positive outiook, and manufacturing has played a
key role in avoiding recession that was expected by this time. In general, the more production taking place in San Angelo and the U.S,, the better. The export
sector is growing and as reshoring becomes more common, the demand has shifted to U.S. facilities. There remains emphasis on protecting domestic
u;roduction and reducing dependence onimports. )




ECONOMIC INDEX
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June 2023 index ended at 129 up 3.2% from the previous June. 2Q2023 averaged a score of 131,

up 4 points from 2Q2022. Overall, the 2023 index for Q2 and the first half of the year, are on par
with 2019, the pre-pandemic baseline.

RELATIVE COSTS QUALITY

Thus far, the 2023 index is characterized by confinued stability within the first six months of the
year. The index confinues to be anchored by a steadfast manufacturing labor force, a persistently
expanding total labor force, exceedingly strong retail sales tax performance, moderate
unemploymentrates, and ever-increasing hotel occupancy.
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BUSINESS CYCLE INDEX
San Angelo | Texas
[Base = 100; Jan 2002]

Second quarter BCl ended 4.5% up from 2Q2022, maintaining a leveling out that started in November 2022. According to the Dallas Fed, the Texas economy
expanded further in June, albeit at a slower pace. The Texas Leading Index, a composite of eight leading indicators (Texas value of the dollar, U.S. leading
index, real oil price, well permits, initial claims for unemployment insurance, Texas stock index, help-wanted index and average weekly hours worked in
manufacturing). dipped slightly in Q2 but is showing signs of an uptick in Q3.

The Conference Board’s Coincident Economic Index (CEl) for the U.S. remained unchanged in June 2023 at 110.0 (2016=100), after rising by
0.2% in May. The CEl is now up 0.6% over the six-month period between December 2022 and June 2023—down from the 1.1% growth it
recorded over the previous six months.

The Conference Board's Leading Economic Index (LEI) for the U.S. for the U.S. declined by 0.7% in June 2023 to
106.1 (20146=100), following a decline of 0.6% in May. The LEl is down 4.2% over the six-month period between
December 2022 and June 2023—a steeper rate of decline than its 3.8% conftraction over the previous six months

(June to December 2022).
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NEW RESIDENCE PERMITS
New Residence Permits (12m Avg) | % Homes Overvalued

Second quarter housing permits, which help us understand what the months ahead will bring, ticked up slightly, averaging
22 permits-per-month up 22% from Q1. Total permits for Q2 were 66, up 24.5% from 2Q2022.

The number of homes overvalued sustained its decline in San Angelo, by 16.9% in Q2, while Texas experienced a rise of
13.3%. The Federal Home Loan Mortgage Corporation's 30-year fixed rate jumped to 6.7% in June with an expected
increase over Q3. Despite high mortgage rates, San Angelo home sales continued to frend upward through June (up 28.3%
in Q2 from Q1). However, total home sales decreased 14.1% in Q2, compared to 2Q2022, while dollar volume decreased

14.4% for the same fime period.

The climb in average and median home prices decelarated in Q2:
- Average Home Price = $294,050 (5.9% decrease from Q1)

- Median Home Price = $255,000 (2.0% increase from Q1) "
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HOUSING
SA Average Weekly Earnings (All Employees - Private) | SA Average Home Price (3m AVG)

Total home sales for Q2 reached 426, down from the previous four years, with sales down 11.4% from 2019. Median days on the market (DOM) continued to
decline through Q2, ending at 43 days in June, a 20.3% drop since March. Median DOM iis still up 79.2% and 65.4% more than June 2022 & 2021 respectively,
yet down 21.8% and 24.6% compared to June 2020 and 2019 respectively. Finally, months of inventory (MOI) picked up slightly by 1.0 MOl in Q2 compared to
2Q2022, ending the quarter at 2.3 MOI.

With a rise in home prices over the last 37 months, incomes are not keeping pace. Average Home Prices have

risen 1.32% month-over-month, while Average Weekly Wages gained only 0.38% month-over-month.

That said, inflation is frending in the right direction. For the 2Q2023 local consumer price

index (CPI) confinued slowing to 4.56%, down from a peak just over 9% a year prior. This is

due in large part to the fallout waning from pandemic supply-chain and job market A survey by Redfin showed nearly 20% fo Millennials
disruptions, war in Ukraine (spiking energy and agricultural prices) and wage growth - and 12% of Gen I believe they will never own a home
living wage calculations for the San Angelo TX MSA alone jumped 20.6% since 2021. because prices have surged beyond what they
While this is encouraging, especially for the financially hard-pressed lower-income percieve fo be their means now, or in the future, nor

households, inflation is sfill painfully high. Of note, 70% of inflation is currently driven by will be able fo save for a down payment - due fo = AVG Wkly Earnings
shelter cosfs. inflation and other factors outside of their control. 000 e Avarage Home Price
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HOUSING AFFORDABILITY INDEX (HAI)
San Angelo | Texas
[Base = 100]

After showing signs of improvement in Q1, San Angelo's overall housing
affordability dipped again to levels witnessed at the end of 2022, falling
I\ 14 points over 2Q2023.
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Homebuying affordability is related fo higher mortgage rates. Mortgage rates could Q2 2023 compared fo Q2 2022

touch 8% - a shock for a generation that has never seen it - and a generation that - J Average Median Home Price -4.0%

has enjoyed the lowest rates of all-fime in the past two years below 2.75%. Currenly - { Homes Sales -14.3%

only 9% of mortgages are above 5%, and more than 60% of existing morigage - 4 Time on Market 14 days longer
holders are sitting on rates below 4%. Lack of affordable, existing home inventories i ,

are pushing buyers to the new home market. f Mertgage Roke 825 trama fxl
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LABOR MARKET
Labor Force (Base = 100; Jan 2017) | Unemployment Rate U-3 (%)

Unemployment remains low, though It ticked up to 4.1% in June. This equates to
Our labor force continues its steady upward frend; As of second quater 2023, the 2,375 unemployed workers actively looking for work, up from 2,055 unemployed

14%

labor force has surpassed 2Q2019 by 5.1%, up 1.9% from a year ago. Overall workers in March. Our labor force participation rate is steady af 64.6%, compared

employment is up 4.3% from 2Q2019 and 1.5% from a year ago. Over the last to the State of Texas at 64.9% and the U.S. at 63.4%. Prime-Age Labor Force
decade our area has experienced a 0.4% Average YoY labor force growth, and Participation Rate (age 25-54) sits at a healthy 83.3%, compared fo the State of
employment a 0.7% Average YoY growth. Texos at 81.3% and the U.S. at 82.5%.

While the labor market remains relatively strong, it is also tight. Nu'lonuly |||e job
market is humming, though many states are still experiencing all-time

unemployment. By 2030, the entire Boomer generation in the U.S. will hcvo roochod
refirement age.
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JOB OPENINGS
San Angelo | Texas
[Base = 100, January 2013]

There are jobs-a-plenty. Demand is strong with two open jobs for every unemployed worker, as of June 2023. Job openings confinue fo be highest in Healthcare/ Social
Assistance, Public Administration, Retail Trade, and Educational Services.

Regarding unemployment insurance (a measure of layoffs) for the San Angelo areq, average weekly initial unemployment claims moved up from 39 in Q1 to
43 in Q2, until the last two weeks in May through June. During the last six weeks of Q2, unemployment claims spiked fo an average of 309 per week. This was
primarily driven by claims stemming from the top five industries: Elementary and secondary schools, Executive and legisiative offices, General medical and
surgical hospitals, Limited-service restaurants, and Temporary help services. Since this spike, initial unemployment claims have tapered to a more normal
level, hovering around 34 per week.

On average, 30% of states in the country have sharply rising unemployment claimes YoY, Except for the

out-of-character spike in June, the San Angelo area is not experiencing a "sharp rise" as the rate of

unemployment has not budged. As long as there are plenty of jobs there is competition for workers, and

that means higher wages as businesses have to pay more to recruit new people and hang on to their

existing staff. Stay tuned fgr indications that businesses are slowing their hiring.
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MANUFACTURING JOBS

Update: Our manufacturing sector added 85 jobs to their payroll in the second quarter of 2023,
residing at 3,693 jobs (6.4% of the total workforce), the highest its been since 2012. Remember, a
rise in manufacturing workforce is typically an indication in a rise in factory orders. Total Goods
Producing Jobs saw the same bump, driven by the manufacturing sector. Goods producing jobs
include Agriculture, Forestry, Fishing and Hunting, Mining, Quarrying, and QOil and Gas
Extraction, Construction, and Manufacturing.

Q2 Manufacturing tax revenue reached $430,883. Underperforming 2Q2022, it does outperform
years 2017-2021 for the second quarter. The last 36 months (since June '20) have demonstrated
an average month-over-month growth rate of 2.2% in manufacturing sales tax revenue.

Outlook: The National Association of Manufacturers forecasts that by 2030, the U.S. could have
2.1 million unfilled manufacturing jobs. Manufacturers are actively having to turn down business
opportunities because they lack enough workers. The Congressional Budget Office predicts that
the American labor force will grow by less than 0.2% per year through 2031. Locally the outlook is
a bit more optimistic: the San Angelo area has experienced an average YoY percent labor force
growth rate of 0.4%, with a projection of an average YoY percent population growth rate of 0.5%.
Of note, for the ten years spanning 2011-2020, the San Angelo area experienced an average YoY
decrease in manufacturing payrolls of -1.62%; however, from 2021 through the first-half of 2023
the area has experienced an average YoY increase of 4.86% in manufacturing payrolls.
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Q2 Manufacturing Tax Revenue
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INDUSTRIAL PRODUCTION INDEX (IPI)
San Angelo
[Base = 100]

San Angelo’s Industrial Production Index in Q2 decreased one point fo 111 as was forecasted and is expected to confinue its ebb this year. One important note is the level of
Wholesale Inventory to Sales Ratio (ISR) - the entire supply chain (starting from the procurement of raw materials to the hiring of manufacturing workers, energy use, fransportation
up and down the supply chain, efc.) are driven by inventory levels and decisions that companies make on whether to reorder products or live off of their existing inventories. The
current ISR is currently at its third highest level in history. The previous two times that we were this high, the couniry was in a recession. When ISR is high, reorder activity is weak,
and the global supply chain shuts down. When inventories are low, reorder acfivity is robust and the global supply chain is in production mode, economies are growing, efc.

This helps explain why the manufacturing sector worldwide is experiencing a slowdown -
wholesalers are simply working off inventories sitting in a warehouse, not generating an order
for new products when existing products fly off warehouse shelves. If inventories can be
worked off this fall, there will likely be a better outlook for 2024 from a manufacturing /
production perspective.

RETAIL & TOURISM
Retail Sales Tax Reveue | Hotel Occupancy (%)

Quarterly retail sales tax revenue totaled $4.33 million dollars, a 4.2% increase over 2Q2022. Currently, the average month-over-month percent increase in
retail sales tax revenue, since 2019, is 1.9%. Despite inflation sfill being painfully high, though it is cooling, the consumer is still spending. Adjusted for inflation,
U.S. GDP increased at a 2.4% annualized rate in the second quarter, picking up from Q1's 2% pace. Second quarter’s strength boiled down to consumer
spending, the U.S. economy’s bedrock making up 70% of GDP.

San Angelo hotels experienced the highest occupancy in the second quarter, since February
2020. The quarterly average for 2Q2023 was 60.1% , with June reaching 61.6%. This is a result of
increased meetings/events requiring multiple overnight stays. The monthly Average Daily Rate
in Q2 averaged $86.92, up 0.6% from 2Q2022.
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Providing the certainty, simplicity, and speed
necessary to build a strong business climate.

The San Angelo Chamber of Commerce Economic Development Department (EDD) works closely
with our main economic development partner, the City of San Angelo Development Corporation
(COSADC). This team approach is a “force-multiplier” for the recruitment of new industry and the
expansion of existing industrial enterprises.

The San Angelo Chamber EDD also works with the Tom Green County Judge and Commissioners,
Downtown San Angelo, Inc., Angelo State University Small Business Development Center, Howard
College, San Angelo Independent School District, and the Angelo State University David L. Hirsch-
feld Department of Engineering.

It is through private community investments that allow the Chamber EDD team to leverage our
marketing efforts, recruit new industrial corporations, facilitate business/industrial training and lob-
by at all levels of government, especially for Goodfellow Air Force Base.

The Economic Development Department is guided by two committees: the Economic Develop-
ment Advisory Committee (EDAC), which counsels staff on initiatives, methods, policies, and
goals; and the San Angelo Regional Manufacturers Alliance (SARMA), which advises staff on initia-
tives and goals to support the San Angelo manufacturing, fabrication, energy services, technology,
and agricultural sectors in the Concho Valley.

TEXAS

§
i

Page | 8



Check out the new features on our website!

LOCAL ADVANTAGES

QUALITY OF LIFE LOGISTICS
ADVANTAGES ADVANTAGES

WORKFORCE TALENT PIPELINE
ADVANTAGES ADVANTAGES

3,838 SF 5,804 SF
$437,500 %, $16.00_ ¢
Cap Rate: 8% Bldg. Class: C

317,552 SF 34 224,334 SF
$1,400,000 $0.28 $897,336
Retail &

iz

i

https://www.sanangel(-).org/econor.nic—development/



Cornerstone funds are private investments the Chamber
of Commerce uses to leverage our marketing efforts,
recruit new industrial corporations and lobby at all levels
of government, especially for Goodfellow Air Force Base.

/ INVESTMENT LEVELS \
Platinum $10,000 & Above
Diamond $5,000 — $9,999
Silver $2,000 — $4,999
Bronze $1,000 — $1,999

\ Concho Pearl $500 — $999 /

Learn more here

https://www.sanangelo.org/cornerstone-investors/
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