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Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Confidence Remains Low Among Households and Small Businesses.

Expectations for a Downturn are Elevated —
But the Difference Between Attitudes and Actions (Spending, Hiring etc.

U. of Michigan Consumer Sentiment and NFIB Business Optimism Indices
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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How Close Each State is to Recovering Pre-Covid Peak Level of Private Employment
Through March 2023 for New Hampshire (Feb. 2023 All Others)
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And Private Sector Growth Over the Past 12 Months Also Leads the Region

6%
4%
2%
0%



Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints

Unfilled Job Openings Rate (Job Openings Rate Minus Job Hires Rate)
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
Labor Market
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Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Confidence Remains Low Among Households and Small Businesses.

Expectations for a Downturn are Elevated —
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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And Private Sector Growth Over the Past 12 Months Also Leads the Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints

Unfilled Job Openings Rate (Job Openings Rate Minus Job Hires Rate)
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
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Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered

1.6%

mLg. Nat. &
Regional
= MA
ME

m NH

VT

+
Labor Market
Information
Bureau




Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Addressing NH’s Housing Issues More Difficult
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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Trends in Google Searches on the Term “Recession
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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And Private Sector Growth Over the Past 12 Months Also Leads the Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
Labor Market
Information
Bureau




Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Addressing NH’s Housing Issues More Difficult

Net % of Banks Tightening Loan Criteria

—Autos
—Credit Cards 69.2

—Commerical & Ind. To Small Firms

—Commercial Real Estate 43.8
Govt. & GSE Mortgage Loans
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels

65 : p " 65
Trends in Google Searches on the Term “Recession
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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And Private Sector Growth Over the Past 12 Months Also Leads the Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong

120.0% Year —Over-Year Private Sector Job Growth (3 Month Moving Average) 7.0%
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints

Unfilled Job Openings Rate (Job Openings Rate Minus Job Hires Rate)
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
Labor Market
Information
Bureau




Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Addressing NH’s Housing Issues More Difficult
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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And Private Sector Growth Over the Past 12 Months Also Leads the Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints

Unfilled Job Openings Rate (Job Openings Rate Minus Job Hires Rate)
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
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Bureau




Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Addressing NH’s Housing Issues More Difficult

Net % of Banks Tightening Loan Criteria
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.




110

100

90

80

70

60

50

40

Confidence Remains Low Among Households and Small Businesses.

Expectations for a Downturn are Elevated —
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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And Private Sector Growth Over the Past 12 Months Also Leads the Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong

120.0% Year —Over-Year Private Sector Job Growth (3 Month Moving Average) 7.0%
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints

Unfilled Job Openings Rate (Job Openings Rate Minus Job Hires Rate)
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021

55,000

50,000

45,000

40,000

35,000

30,000

42,128 42,670

2019

Number of Employers With Ul Accounts

43,200 43,626 43,021 43,476

2020

45,706
44,809 45,511

2021

46,590

Q2

49,030
48,246 48,797

2022

50,376

Q2

51,819

Q3

52,883




Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
Labor Market
Information
Bureau




Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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And Private Sector Growth Over the Past 12 Months Also Leads the Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints

Unfilled Job Openings Rate (Job Openings Rate Minus Job Hires Rate)
5.0%

4.5%
4.0%
3.5%
3.0%
2.5%
2.0%
1.5%
1.0%
0.5%
0.0%
-0.5%
-1.0%
-1.5%
-2.0%




10

The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
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Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Addressing NH’s Housing Issues More Difficult
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Expectations for a Downturn are Elevated —
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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And Private Sector Growth Over the Past 12 Months Also Leads the Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023
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10.0% 10.0
9.1
9.0% 9.0
8.0% 8.0
7.0% 7.0
6.0% 6.0
5.6
5.0% 5.0
4.0% 4.0
3.0% 3.0
2.0% 2.0
1.0% 1.0
0.0% 0.0
S8 3393553353038 5335303883530 3R 8330300383383 =5
322 ng§§ ng§§ ng§§ ngEE ngEE ngEE ngE




13

Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom

5.0%
Forecast of Total Non-Farm Job Growth
4.5% 4.3%

Actual
1.0% Forecast
. (o]

3.7%

3.5%

3.5%
H NH

mU.S.

2.9%

3.0%

2.5%
2.0%

1.9%

2.0%

1.5%

1.0%

0.5%

0.0%
2021 2022 2023




16

Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
Labor Market
Information
Bureau




Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong

120.0% Year —Over-Year Private Sector Job Growth (3 Month Moving Average) 7.0%
100.0% 6.0%
5.0%

80.0%
4.0%
60.0% 3.3% 0
3.2% 3.0%
40.0% —U.S.  —NH ) oo
20.0% 1.0%
0.0% 0.0%

Sep-21
Oct-21
Nov-21
Dec-21
Jan-22
Feb-22
Mar-22
Apr-22
May-22
Jun-22
Jul-22
Aug-22
Sep-22
Oct-22
Nov-22
Dec-22
Jan-23
Feb-23




Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints

Unfilled Job Openings Rate (Job Openings Rate Minus Job Hires Rate)
5.0%

4.5%
4.0%
3.5%
3.0%
2.5%
2.0%
1.5%
1.0%
0.5%
0.0%
-0.5%
-1.0%
-1.5%
-2.0%




10

The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
Labor Market
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Bureau




Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Addressing NH’s Housing Issues More Difficult
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Confidence Remains Low Among Households and Small Businesses.

Expectations for a Downturn are Elevated —
But the Difference Between Attitudes and Actions (Spending, Hiring etc.
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
Labor Market
Information
Bureau




Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Addressing NH’s Housing Issues More Difficult
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Confidence Remains Low Among Households and Small Businesses.

Expectations for a Downturn are Elevated —
But the Difference Between Attitudes and Actions (Spending, Hiring etc.
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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And Private Sector Growth Over the Past 12 Months Also Leads the Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong

120.0% Year —Over-Year Private Sector Job Growth (3 Month Moving Average) 7.0%
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints

Unfilled Job Openings Rate (Job Openings Rate Minus Job Hires Rate)
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation
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Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending

22.0% 22.0%
20.0% 20.0%
18.0% 18.0%
16.0% 16.0%
14.0% 14.0%
12.0% 12.0%
10.0% 10.0%
8.0% 8.0%
6.09 . 6.0% 6.0
7 —Excluding Autos %
4.0% : . 4.0%
’ —Total Retail Sales \ 9—’;64 ’
2.0% - = 2.0%
° —Excluding Autos & Gas ’
0.0% 0.0%
T 323 ©© § €€ & &8 I S5 3 ¥ & B 3 ¥ & 8 =




New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
Labor Market
Information
Bureau




Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)
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The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Addressing NH’s Housing Issues More Difficult

Net % of Banks Tightening Loan Criteria
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—Credit Cards 69.2
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—Commercial Real Estate 43.8
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The Outlook for the National and New
Hampshire Economies

Senate Ways and Means Committee

April 20, 2023

Richard Lavers, Deputy Commissioner

Brian Gottlob, Director, Economic and Labor Market Information Bureau




Key Economic Themes

e Confidence in the economy remains low.

* Probability of recession in 2023 has declined but risks for 2024 have risen.

* |nflation is moderating (food prices fell last month!).

* Labor markets remain strong, especially in New Hampshire, and should be cause for lower
levels of pessimism among households.

* But job growth will slow.
* Consumer spending should stabilize and see modest growth.
* Banks are well capitalized despite concerns about impact of SVB, Signature, et. al.

e But credit availability is contracting and will slow the economy as much as anything the
Federal Reserve does (raising interest rates).

* Still, we are more optimistic now than in January that job growth will continue in 2023.

* Many risks to our outlook remain — nothing major can go wrong.
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Confidence Remains Low Among Households and Small Businesses.

Expectations for a Downturn are Elevated —
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Recession Concerns Have Risen in NH and are Now Above Overall U.S. Levels
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New Hampshire Has Recovered Private Sector Jobs Faster Than Region
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Private Sector Job Growth Slowed and Will Slow More as 2023
Progresses, But it is Still Strong

120.0% Year —Over-Year Private Sector Job Growth (3 Month Moving Average) 7.0%
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Job Openings Remain Elevated
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And the Gap Between the Job Openings Rate and Job Hiring Rate Has Been Greater
in New Hampshire Because of Greater Labor Constraints

Unfilled Job Openings Rate (Job Openings Rate Minus Job Hires Rate)
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The Number of Business Openings in NH Jumped After the Pandemic,
Increasing 16% Since the End of 2021
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Paid Weekly Claims are Still 30% Below the Same Time Period in the
Pre-Pandemic Year of 2019
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% Change in 2022 Paid Unemp. Claims Compared to the Same Week in 2019
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Year-Over-Year Inflation Peaked in June and is Falling — CPI Will be
Under 4% by the End of 2023

Year-Over-Year U.S. Inflation

10.0% 10.0
9.1
9.0% 9.0
8.0% 8.0
7.0% 7.0
6.0% 6.0
5.6
5.0% 5.0
4.0% 4.0
3.0% 3.0
2.0% 2.0
1.0% 1.0
0.0% 0.0
S8 3393553353038 5335303883530 3R 8330300383383 =5
322 ng§§ ng§§ ng§§ ngEE ngEE ngEE ngE




13

Inflation and Interest Rates Have Dampened But Not Cratered Retail Spending. It Will Be Hard to Fall Into
Recession if Consumers Do Not Severely Cut Spending. Some Recent Decline Attributed to Switch to
Spending on Services and Fewer and Smaller Tax Refunds

Yr.-Over-Yr. Change in Retail Spending
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New Hampshire Consumers Do Not Appear to be Cutting Back on Discretionary Spending —
Restaurant Seatings are Above Pre-Pandemic Levels (Except During Bad Weather Events)

% Change in Seated Restaurant Reservations Compared to Same Day in 2019
(7 Day Moving Average)
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We Under-Forecast Employment Growth For 2022. The Key Question of Whether 2023
is Too Optimistic Depends on When the Fed Stops Rate Increases, Credit Availability,
and Whether We Avoid the Many Potential Risks to the Econom
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Many National and International Events Could Derail the U.S. Economy, Taking New
Hampshire With it — There is Little Room Negative Events

Top National Risks (There are More) Probability
* Federal Reserve Over-Tightens. (Moderate)
* Bank Credit Crunch. (Moderate to High)
e U.S. Federal Debt Default. (Low)
* Oil Prices Spike for More Than 45 Days. (Low to Moderate)
* U.S./China Conflict Intensifies. (Low)

New Hampshire Risks (Longer Term in Addition to National Risks).

* Labor Force Participation Does not Rebound or Rebounds More Slowly.

* Housing Supply Does Not Support Continued In-Migration Needed for Population
Growth.

* Reputational Risk

-
Labor Market
Information
Bureau




Nationally, the Labor Force is Growing Again at a Solid Pace, But Not in
New Hampshire or New England

Labor Force Change (Index: Pre-Pandemic Peak = 100)
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New Housing Units Permitted Surged After the Pandemic But How Many Were
Completed? New Units Have Not Kept Pace With New Household Formations and
This is an Impediment to Population and Labor Force Growth

New Private Housing Units Authorized by Building Permit
(Annualized - 12 Month Rolling Sum)

9,000 9,000
8,000 8,000
7,000 7,000
6,000 6,000
5,000 5,000
4,000 4,000
3,000 3,000
2,000 2,000
1,000 1,000
0 0

00O 01 02 03 04 O 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21




19

The Federal Reserve Thinks Banking Issues Will Help Prompt a Mild Recession — New
Hampshire Community Banks are Different From Failed Banks and the Overall U.S.

Banking System is Still Healthy. But Credit Conditions are Tightening

19 NH Community
Banks SVB
% of All Deposit Accounts That Are Greater Than $250,000 31.11%| 74.99%
% of All Deposits That are Insured (Estimated) 7821%| 5.69%
Net Loans and Leases as a % of All Assets T1.72%| 35.22%
Securities as a % of All Assets 14.50%] 56.12%
U.S. Government Securities as a % of All Assets 10.55%] 51.71%

iC +
Labor Market
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Almost Two-Thirds of Deposits in New Hampshire Bank Locations are Held
by Large National and Regional Banks and Will be Protected

Market Share of Deposits in NH by Where Bank is Headquartered
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Credit Conditions at Banks Have Tightened Even Before Recent Banking Issues — Especially
for Commercial Real Estate and Small Businesses. This Will Slow the Economy and Make
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Addressing NH’s Housing Issues More Difficult

Net % of Banks Tightening Loan Criteria

—Autos
—Credit Cards 69.2

—Commerical & Ind. To Small Firms

—Commercial Real Estate 43.8
Govt. & GSE Mortgage Loans
28.3
/ 17.3
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