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The Greater Oklahoma City Economic Forecast provides a

OVERVIEW

comprehensive analysis of the national, state and mefro economies. It
details historic frends, a snapshot of the current situation, as well as a

forecast for 2021.

In 2021, the Oklahoma City metro should benefit from
improved economic conditions as the nation gradually
exifs the pandemic economic reality and the bottom

to the current energy cycle. This should set the stage

for a return to more traditional growth in 2022 as the
Oklohoma City region builds upon pre-pandemic levels
of economic activity. Overall in
2020, year-over-year nonfarm
annual job growth declined by
3% or shed 19,700 jobs in the
Oklahoma City MSA. The largest
percentage year-over-year job
gains were found in fransport/
warehouse /utilities (+3.2%), retail
trade (+2.9%), health services
(+2.4%), financial services
(+0.7%) and scientific services

(+0.5%).

The largest declines were
found in oil and gas (-30.7%),
wholesale trade (-2.9%),
information (-9.0%), leisure
services (-8.5%), food services
and administration (-6.2%),
administrative support (-6.1%)
and manufacturing (-6.0%).

Positive Oklahoma City metro
job growth in 2021 is expected,
with the more optimistic job
forecast scenario growing by
3.2% or approximately 20,500
jobs by the end of 2021. This
growth parallels expectations for
the nation. An alternative model
shows a more pessimistic start to
2021 with the Oklahoma City
MSA job growing at 1.5% or just
under 10,000 jobs added by the
end of the fourth quarter — and
overall jobs total still below 2019 levels. The local economy
remains vulnerable to national and global uncertainties
surrounding COVID-19 that may cause a delay in
improved economic conditions.

UNEMPLOYMENT RATES REMAIN LOW
AFTER SIGNIFICANT FLUCTUATION

The Oklahoma City metro finished 2020 with an
unemployment rate of 4.8% and a yearly average of
approximately 6.5%. Monthly unemployment rates ranged
as low as 2.7% (March) and as
high as 14.8% (April). In March,
heading into the pandemic, the
Oklahoma City MSA had the
lowest unemployment rate among
all large metros in the nation

and the lowest unemployment
rate again in September.
Oklahoma City finished out the
year ranked among the lowest
10 unemployment rates for large
metros (more than 1 million in
population). Throughout the year,
rankings fluctuated from No.

1 (March) to No. 34 (April).
Unemployment rates in the final
five months of the year closely
paralleled what the metro

saw coming out of the 2009
recession.

VALUE OF
CONSTRUCTION
PROJECTS

According to Dodge, in 2020 the
fotal construction value of tracked
confract projects (residential,
non-residential and non-building
infrastructure) in the Oklahoma
City MSA was $3.5 billion. That
was 6% less than the prior year.
The largest positive year-over-
year percentage gains were
found in the hotels and motels, hospitals and other health
treatment and religious buildings categories. The largest
year-over-year construction value declines were in the
office and bank, government service and miscellaneous
non-residential buildings categories. For 2021, the total

2021 ECONOMIC FORECAST



.;!‘.

R T

consfruction value of contract projects is forecasted by
Dodge to be relatively flat and decline by 3% with smalll,
positive gains in both non-residential and residential. A
large 21% decline is expected in non-building (bridges,
water supply systems and other). This non-building
category is what is expected to bring fotal construction
value info negative ferritory year-over-year.

As described in the methodology (page 30), the Greater
Oklahoma City outlook and forecast for construction
employment is entirely defermined by the past information
contained in the dataset and the econometric specification
of the models. So, forecasted construction contract detail or
proposed infrastructure investment is not incorporated into
the baseline forecast for employment.

JOB GROWTH

2020 brought about the end of a five-year economic
development program called Forward Oklahoma City V.
This is the fifth iteration of the Forward campaign that has
provided longer-term strategic planning to the region's
economic development inifiatives over the past 25 years.

Since 2016, 23,914 jobs with payroll in excess of $1.2
billion and $2.2 billion in capital investment has been
announced by Chamber-assisted companies.

As part of that program, overall metrics are tracked for
Chamber-assisted companies in several different areas:
new sfartup companies assisted, job growth from existing
companies as well as new to market firms, wages, capital
investment and growth in the tax base. In 2020, 49
Chamber-assisted companies announced plans for the
creation of 3,866 jobs with an annual average salary of
$54,983. In addition, those same companies announced
more than $307 million in capital investment and $212
million in payroll.

The Greater Oklahoma City Chamber ended 2020

with 58 active projects in its economic development
pipeline. The pipeline tracks companies or projects that are
potentially looking to relocate or expand in the Greater
Oklahoma City region. The largest number of projects by
facility type included manufacturing, office, distribution,
aviation and shared-services/call center.
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INTRODUCTION

A year ago, as the 2020 outlook was being produced,
Oklahoma's economic activity was already stressed. A
severe and ongoing oil and gas contraction had already
spilled over info the other goods-producing sectors
(construction and manufacturing) and was constraining the
pace of growth in the services sector. At the time, the novel
coronavirus was sfill a foreign affair with the hope that, like
previous coronavirus outbreaks, the COVID-19 pandemic
would remain regional rather than global. Oklahoma's
economic hopes hinged on the balance of outside forces
being strong enough to offset the internal weakness.

Were Oklahoma's hopes realized? Yes and no. Concerns
of the energy bust quickly yielded to the reality of a
global pandemic. In an attempt to stall the pace of virus
fransmission, while the health care system developed

the processes to handle the coming storm, economic
activity was severely restricted. The result was a collapse
in measured economic activity as communities sheltered

in place fo stay safer at home. At the same time, federal
and local programs pumped frillions of dollars of fransfers
into the system fo replace the lost income from foregone

The ability of the Oklahoma economy to withstand
2020 may well depend on the ability of the U.S.

economy fo extend its record-breaking expansion
one more year. - 2020 Greater Oklahoma City Forecast

production. The result was a perplexing mix of a collapse
in production and a spike in personal income (see figure
below).

The Oklahoma economy moved squarely info recession in
the first quarter of 2020. It is worth noting again, that this
move was largely foreseen and the result of the preceding
energy contraction. The coronavirus pandemic was a
contributing rather than a leading factor. By the second
quarter, however, the relative weight of the confributing
elements had flipped. The coronavirus and accompanying
economic shutdowns led GDP in the second quarter to
confract at an annualized rate of 31.1%. This collapse

in production removed access o income for the many
workers removed from productive activity. To replace

this lost income, federal policy delivered a combination

of direct economic impact payments, forgivable
paycheck protection program loans and an expanded
unemployment insurance program with a weekly
supplement. The combined result was a second-quarter
spike in personal income of more than 47%.

Oklahoma GDP and Personal Income
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Oklohoma was not alone in this second quarter experience. But the gaop between personal income gains and GDP
losses was larger in Oklahoma than in surrounding states. The experience in New Mexico was similar, suggesting some
of the energy industry weakness unrelated to the pandemic was swept up in the pandemic policy response.

2nd Quarter Percent Change: GDP and Personal Income
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The initial round of coronavirus relief consisted primarily of an expanded unemployment insurance program (coverage,
duration and federal supplements), direct economic impact payments and forgivable paycheck protection loans. To
allow for comparison across states, the federal flow of dollars through each of these programs was divided by the level
of nonfarm employment in 2019. The figure below underscores the generosity of each of these programs in Oklahoma.
The federal flow of income support through the expanded unemployment insurance program was more than $4,000
per worker. Direct economic impact payments and PPP loans contributed nearly $8,000 and $2,000 per worker,
respectively. The combined effect was a 47% spike in personal income amid the recession. A complicating factor in the
outlook for 2021 is the unknown future policy response. The recently passed $900 billion economic relief package is
expected to be followed by another large policy response as the new administration prioritizes economic relief.

CARES Act Contributions to Personal Income
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The aggressive fiscal policy response makes this energy cycle
experience very different for Oklahoma. Normally, an energy
confraction associated with building crude inventories and falling
prices sfifles the state economy while offering a minor boost to the
national economy. As a result, no federal policy support is generally
available. We are usually left to deal with our energy cycle on

our own. In contrast, this cycle was swallowed up in the pandemic
response. It would be wrong to conclude that the state’s economy

is sufficiently separated from the state’s energy industry that future
energy cycles will pass similarly.

Oklahoma's oil and natural gas industry is af the end of a nearly
unparalleled contraction. New drilling is all but shut down in the
state. In September 2014, the state averaged 214 active rigs per
week. After a stall to only 57 active rigs per week in May 2016,
drilling activity recovered to 145 active rigs per week in November
2018. In December 2020, weekly active rig counts averaged only 14. Industry activity is working fowards a slow crawl
from the bottom of this cycle with a highly uncertain future. While some move toward recovery in 2021 is anticipated, the
combination of economic conditions, geology and federal regulatory policy is likely to preclude any rapid run-up to the
next boom.

Oklahoma Energy Index
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The year ahead remains extraordinarily uncertain. There is some hope that widespread vaccination provides an exit to
this pandemic period. There is some hope that Oklahoma's energy industry finds its footing. There is some expectation
that, in the meantime, personal income is artificially supported by federal economic policy. But beneath these hopes
and expectations lay the inescapable reality that the state’s economy is distressed. At best, the year ahead may provide
an opportunity to emerge from a period of extreme economic and social hardship, take stock of local industries and
opportunities, and navigate towards solid economic growth in 2022.

2021 ECONOMIC FORECAST 7



THE U.S. ECONOMIC

OUTLOOK

Assessing the frue state of the national economy is less
straightforward than the analysis of Oklahoma. Before the
pandemic, the U.S. economy enjoyed an uninterrupted run of
economic growth dating back to the first quarter of 2014. The
growth was modest but persistent. Signs of slowing activity

emerged in late 2019 before the arrival of the novel coronavirus in
early 2020 froze much of the economic system in place.

While there is optimism that vaccination programs can move the
economy past this period of pandemic later in 2021, it's not clear
what will be found in its wake. Behaviors like business travel, social
enjoyment of the arts and unquestioning belief in the virtues of
density may be slow to refurn to pre-pandemic levels. For much of
the labor force, there will be a reckoning of their personal income
and production realities. At the very least, it seems unlikely that pent
up demand is waiting in the wings to launch economic acfivity
back to and beyond trend growth. Instead, it is more likely that we
see a slow reconciliation of the true economic hardship imposed
by the pandemic and the policy that obscures that reality. The

U.S. economy refurns to growth in 2021 with real GDP growing
by roughly 2%, a pace that would have real GDP return to pre-
pandemic levels only in late 2021. Barring another impediment o
growth, economic activity should post stronger gains in 2022.

U.S. Real GDP and Personal Consumption Expenditures
5.0

40 3.8

20 > 2.9 07 9729 2.8

2.5 2.5
29 o1 2.4 2.3 23

. 2.1
1.9 1.9
2.0 15 1.6

1.0

0.0

% Change, Annual

-2.0

3.0 0425
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Year
Real GDP Personal Consumption Expenditures

8 2021 ECONOMIC FORECAST




Nonfarm employment plummeted in 2020 as large segments of production were disrupted by the pandemic and
policies meant to contain it. Before the pandemic, there were approximately 152 million nonfarm payroll jobs in the U.S.
economy. In the spring of 2020, with much of the country in a shelter-in-place strategy, that number fell to 130 million. As
steps have been taken to re-engage the economy, some jobs have returned with the payroll job count currently at 142
million. The pace of job recovery has slowed, even losing jobs in December. The difficulty in regaining jobs will carry
info 2021 and is only expected to accelerate later in the year. As payroll job counts fell, the share of workers in the labor
force who were unemployed spiked to 14.8%. Measuring the unemployment rate proved particularly challenging as
workers on temporary leave from their positions, even if unpaid, are sfill counted as employed. The survey administered
fo participating households struggled to classify confused workers as it was not clear if their leave was temporary

or permanent. In the end, reported unemployment rates probably understate the true health of the labor market. The
unemployment rate is currently 6.7% and is expected to fall modestly through 2021, averaging 5.7% for the year.

U.S. Nonfarm Employment
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The preceding discussion tells the story of 2021. Economic activity has stabilized and is working to withstand
the most recent surge in virus activity. But the path from stable to full health is still ahead and will not be
easily passed. Federal Reserve officials were quick to acknowledge this reality and move quickly not just

to address the abrupt economic challenges of 2020 but pledge to hold an accommodative stance well
info 2022. We expect monetary authorities fo keep this promise and hold the federal funds rate near zero
through the forecast horizon. Core inflation, as measured by the personal consumption expenditures price
index, is expected to hold right at the Fed's target of 2%. The Federal Reserve has also signaled a willingness
not just to treaf the downside and upside of this target symmetrically, but also to allow inflation to run a

bit above target, if necessary, to achieve a 2% average over time. It remains to be seen how committed
monetary policymakers are to this strategy and how tolerant markets will be of it. Treasury yields remain low
keeping mortgage rates and other related interest charges low by historical standards.

U.S. Inflation and Interest Rate
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As 2019 turned to 2020,
Oklahoma teetered on the brink
of recession. Employment growth
had nearly disappeared with
gains in the services sector offset

THE OKLAHOMA

ECONOMIC OUTLOOK

by losses in the goods-producing
sectors of mining, consfruction

Measured against the same month a year ago, the Oklahoma economy and manufacturing. The economic
typically adds 25,000 to 30,000 jobs during periods of growth (see January road ahead was cluttered

2018 to January 2019 period below). Early in 2019 year-over-year growth in with downside risks leaving
nonfarm employment slowed considerably. As 2019 yielded to 2020 nonfarm Oklahomans to hope that a strong
employment was essentially unchanged from a year ago. Employment in the U.S. economy would carry us
services sector, led by leisure, hospitality and business services, held to growth through the year. The prospects of
through the year. Employment in the goods-producing sectfors, by contrast, was U.S. economic sfrength seemed

in decline by summer. It is worth emphasizing again that the sectors holding strained af best before the arrival
up state economic activity at the end of 2019 were some of the sectors to be of the coronavirus pandemic
hardest hit in the pandemic of 2020. caused U.S. economic systems of

exchange fo seize up.
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Just as employment growth had stalled by the end of 2019, so too had Oklahoma's gross state product. Oklahoma'’s real
GDP was down 0.5% measured against the fourth quarter of 2019 while personal income was up just 0.7%. By mid-
March 2020, the state had identified the first of many positive coronavirus cases to come and the governor issued the
first emergency declaration. While pandemic anxiety certainly contributed to economic weakness in the first quarter of
2020, it was hardly the leading factor. Instead, internal weakness drove real GDP down 2.1%. Oklahoma was in a mild
recession, as predicted, before the full economic and social disruptive force of the pandemic came to bear.

Oklahoma GDP and Personal Income
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Llooking ahead to 2021 and 2022 is complicated by the uncertainty of our true current state of economic health. Beneath
the pandemic anxiety, changed behaviors and federal relief policy lies an ill-defined economic base that will only be
revealed as the layers above recede. In that sense, 2021 will be a revelatory year. By year's end, we should know better
our frue economic condition and the forces that will shape 2022. The forecasts and discussions that follow reflect what

is currently known in the tumultuous data rather than what is speculated about future policy. As the policies of the new
administration and vaccination schedules unfold, the reader is encouraged to adjust their expectations accordingly.

The year ahead will be characterized by a slow exit from the pandemic economic redlity. In many ways, a slow and
smooth exit is a best-case scenario. Such an uneventful exit would imply an efficient and effective vaccine distribution that
sharply slows the spread and mortality rates of the virus with consumers again (perhaps not until later in 2021) gathering
for social consumption. The Oklahoma economy will post GDP growth in the second quarter of 2021 when compared to
the very distressed second quarter of 2020. Economic growth will remain slow through the end of the year with economic
activity likely not returning to the end of 2019 levels until 2022. Economic growth accelerates in 2022 with annual GDP
and personal income growth near 5%.

Oklahoma Real GDP and Personal Income
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Population growth rates in Oklahoma had hovered near 0.75% per year until the energy contraction of 2015-2016.
Population growth fell by half as the state’s economy moved into recession. This experience has called into question the
balance of forces in supporting population growth. We remain optimistic that the pull of the 1-35 corridor is a long-run
force for population growth that will ebb and flow around economic cycles. This implies that much of the population gains
will be concentrated in the Oklahoma City MSA and surrounding areas changing the geographic and demographic
spread of the state’s population. State population growth is expected to see a small bounce in 2021 before seftling

in at a long-run trend of 0.65% in 2022 with the statewide population exceeding four million persons. Real (adjusted

for inflation) per capita income spiked to $46,574 in the second quarter of 2020 as federal policy pumped personal
transfer receipts into households. As the policy withdraws, per capita personal income will retreat before finding growth
again in 2022 and reaching $45,000 per person by the end of the forecast period. Note that the forecast does not
explicitly assume a second spike in transfer receipts even though the incoming Biden administration is prioritizing another
round of trillion-dollar support. If the administration is successful in escorting through this legislation, we could see another
and similar spike in personal and per capita income.

Oklahoma Population and Per Capita Income
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Oklahoma nonfarm employment fell sharply in 2020— a combination of a local energy contraction and a global viral
pandemic. This partficular recession has impacted and is impacting lower-income workers in hourly and service-providing
industries. Employment losses have been the most pronounced in industries that rely on some level of social nearness in
consumption: arfs, theatres, restaurants, leisure travel, conferences/events, etc. With a move towards remote work, many
on-location administrative and support staff have been impacted similarly. A return to pre-pandemic employment levels
necessarily requires a return of these jobs which in turn requires a return to social consumption in these industries. The path
back would appear to be slow with some behaviors lingering longer than others. Average monthly nonfarm payrolls will
be up only 0.7% in 2021 before returning to a more impressive growth of 2.3% in 2022. Note, however, that at these
growth rates, nonfarm employment does not refurn to pre-pandemic levels until late 2022.

Oklahoma Nonfarm and Private Employment
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The goods sector is comprised of mining, consfruction and manufacturing operations. Other industries, including the public
sector (federal, state and local governments) make up the services sector. In Oklahoma, the services sector represents
about 85% of nonfarm employment with the goods sector accounting for the other 15%. But the goods sector tends to
drive economic cycles in the state with oil and gas booms and busts spilling over info other industries. The graph below
illustrates the volatility and spillover of the goods sector. Strong growth in 2011 and 2012 supported service-providing
industries and they sustained growth even through a modest slowing in 2013 and 2014. But when the goods sectors
contracted in the 2015-2016 downturn, growth in the services sector collapsed in response as the state’s economy
struggled. The current oil and gas contraction paired with pandemic health policies and changes in economic behavior
pulled both sectors down in 2020. The services sector will lead the modest recovery in the upcoming year with the
goods sector sfill down in 2021 compared to a year ago. This is not meant to imply that the goods sector will lose jobs
throughout the year. Instead, the sector will gain jobs so slowly as to leave the average size of payrolls lower in 2021
than in 2020. Growth resumes in 2022 with statewide employment slowly moving back fo its pre-pandemic level.

Oklahoma Goods and Services Employment Growth
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Oklahoma City’s economic future
will not be too dissimilar from the
path laid out for the state. The

THE OKLAHOMA CITY

year ahead offers hope of an exit
from our pandemic economic
reality and a bottom to the current
energy cycle. Both should help

ECONOMIC OUTLOOK

The policies that pumped transfer receipts into Oklahoma City households to provide important, if modest,
generate the rather unusual relationship between MSA GDP and personal support to the economy in 2021.
income below. The two are generally positively correlated, moving in the More importantly, both should set
same direction during both good and bad economic realities. In 2020 and the stage for a return to growth in
2021, however, the correlation reverses. Metro GDP falls by 6.8% even 2022 as the MSA refurns to and

as personal income grows by 3.8%. The effects will unwind in 2021 with grows on from pre-pandemic levels

MSA GDP growing at 1.8% and personal income dropping by 2.7%. If all of economic activity.
goes as planned in 2021, correlations should be righted by 2022 with both
personal income and GDP returning to growth and recovering their pre-
pandemic levels.

Oklahoma City MSA Income and GDP
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Oklahoma City MSA Per Capita Personal Income
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After spiking, in 2020 per capita personal income will retreat in 2021 to 2019 levels in the absence of another round of
frillion-dollar transfers. Organic income growth from increasing production returns later in 2021 and into 2022 as per
capita income in the MSA tops $50,000. Oklahoma City’s population growth slowed sharply (see below) from 2016
through 2018. Population growth returns to a solid 0.9% and 1.1% in 2021 and 2022, respectively.
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Oklahoma City nonfarm employment fell by 3% in 2020 representing average nonfarm payroll jobs for the year that
were 20,000 fewer than 2019. Employment losses were led by the oil and gas industry with manufacturing jobs lost

as oil and gas weakness spilled info complementary industries. The pandemic then stressed services sectors such as
administrative and support business services and leisure and hospitality, both of which had provided key areas of
employment strength in previous years. Importantly, payroll jobs will be quicker to recover in Oklahoma City than in the
state as a whole. Nonfarm employment will grow by 3.2% in 2021 and return to pre-pandemic levels by the end of
the year. Growth moderates to something closer to trend in 2022 with average nonfarm payrolls increasing by 1.5% to
670,000 metro area jobs.

Oklahoma City MSA Nonfarm Employment
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Oklahoma City MSA Goods Sector Employment
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The graph above illustrates the employment cycles that characterize the goods sector with growth followed by
confraction. Recently, however, each successive period of growth is insufficient to return employment to its previous peak.
Both the manufacturing and mining sectors are moving away from labor-intensive production and each contraction brings
new production efficiencies that limit employment gains in the recovery. The services sector, in contrast, has generally
fraced out consistent gains of 1.5% to 2% per year. Service industries will return to pre-pandemic levels in 2021 before
posting solid gains again in 2022.

Oklahoma City MSA Services Sector Employment
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Oklahoma's oil and gas industry turned to contraction long before pandemic forces drove the U.S. economy into
recession. The disproportionate contraction of Oklahoma's oil and gas industry in this energy cycle poses concerns that
go beyond the short-tferm outlook. The pace of crude oil production in Oklahoma far outpaced that of total U.S. crude
production over the last decade. More recently, however, Oklahoma oil production leveled off and turned to contraction
before the pandemic caused the same to happen to U.S. production. In the contraction, Oklahoma production fell more
sharply than total U.S. production.
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The fall in production is directly reflected in the collapse in rig activity in Oklahoma compared to surrounding energy
states. In January 2019, long before the pandemic moved the global economy info recession, rig activity was already
slowing in Oklahoma. Oklahoma averaged 132 active rigs each week in January 2019 compared to 108 active rigs in
New Mexico and 54 in North Dakota. A year later in January 2020, New Mexico still averaged 106 active rigs and
North Dakota 51. In contrast, Oklahoma's active rigs fell to 52 from 132 the year before. As 2020 settled into a global
recession, rig activity fell sharply in New Mexico and North Dakota. Rig activity fell again in Oklahoma. By the fall of
2020, Oklahoma was home to only 13 active rigs. The fall in production and change in rig activity, coupled with the
posture of capital markets underscores the unfortunate reality that Oklahoma's geology may not compare as favorably as
once thought against the alternative options for scarce drilling capital.
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Oklahoma City oil and gas employment was hit hard in this cycle losing nearly 8,000 jobs and 30.7% of local
exploration and production jobs. Current employment levels will hold mostly steady through the first half of 2021 before
adding jobs at a slow pace through the end of the year. If the global economy can turn to growth and support a base of
energy demand, then job gains return in 2022 but are unlikely to return to the previous industry peak.

Oklahoma City MSA Qil and Gas Employment
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Oklohoma City manufacturing employment peaked more than twenty years ago af more than 53,000 payroll jobs.
While the sector’s contribution to regional GDP remains significant, a general substitution of capital for labor in the
production process is limiting the industry’s total contribution to MSA employment. Employment grew to more than 37,000
jobs before contracting with the energy industry in 2015 and 2016. The recovery saw the industry gain back some but not
all of those jobs before losing jobs again in the current contraction. As before, the industry is likely to regain some but not
all of the lost jobs as it grows at a 2.5% pace in 2022 to nearly 33,000 payroll jobs.

Oklahoma City MSA Manufacturing Employment
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In contrast to the declining role of the manufacturing industry, the financial services sector is a high value-added industry
that is growing in employment. The financial services sector is larger both in employment and contribution to GDP than
the manufacturing industry and stands out as a source of strength in a rapidly diversifying Oklahoma City economy. Even
amid the pandemic, the industry added jobs (0.7% growth in 2020) and is poised to do so again in 2021. By the end of
the forecast period, financial services employment will approach 36,000 jobs and, potentially, a base of strength that
could shape the future economic identity of the regional economy.

Oklahoma City MSA Financial Services Employment
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In contrast to financial services, leisure services are a relatively low value-added industry with high employment levels.
Growth in leisure services, including arts, hospitality and food services, follows directly gains in population and income.
As population gains continue and assuming a pandemic exit yields again to the propensity for density, leisure services will
refurn to annual growth of 3% to 4%. The exit from the pandemic economy to one that favors density, social nearness and
joint consumption is unlikely to be either quick or smooth. Job growth will recover in 2021 and grow modestly in 2022 af
2.7% to more than 76,000 jobs. Only in the years beyond will the new economic normal resemble enough the previous
normal to move leisure employment back to its long-run trend consistent with regional gains in population, density and

income.
Oklahoma City MSA Leisure Services Employment
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CHANGES TO YOUR BUSINESS
CREATING NEW NEEDSe

Your business changes with time, creating new needs in your
financial processes. Take a proactive approach to your financial
business needs and let our Treasury Management team help you

evaluate your processes.

® Payables and Receivables ® Fraud Prevention
* Funds Management * Payroll

To find out how we can help your business, contact us today!

(877) 849-2274 A[NEST

arvest.com B A N K

Member FDIC

DIGITAL MARKETING
simplified

<WSI

consulting | implementation | solutions | training
site | search | social | mobile

405.456.9507

visit wsi-summit.com/chamber
to receive a free site assessment
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CONCLUSION

As we emerge from the pandemic, the true strength
of Oklahoma's economy will be revealed. There
can be no doubt that some state assets remain.
Economic geography will continue to pull
population and economic activity to the Oklahoma
City MSA and should be joined by a continuation
of the recent strength in the Tulsa MSA but
headwinds remain. Rural areas will continue to face
economic pressures as there remains no clear path
for oil prices or drilling activity to quickly rebound.
In short, a refurn o a feeling of economic normalcy
does not ensure a return fo a feeling of unbridled
economic strength.

The year ahead offers a unique mix of hope and
concern. Baseline expectations are that economic
activity holds steady through some challenging
months early in the year. From there, a fransition to
pre-pandemic levels of activity will proceed slowly.
Many metrics will not return to pre-pandemic peaks
until well info 2022. Faint though it may be, hope is
a welcomed sentiment, even if it is forced to yield to
the harsh reality of a difficult path ahead.

The Greater Oklahoma City region was

the beneficiary of several new-to-market
announcements and significant expansions in
2020. A select group of those announcements are
described below.

May 2020 brought news of Costeo considering
Oklahoma City for a back-office / financial
services operation that would employ more than
1,000. That ultimately culminated in expanded
projections of 1,503 new jobs for the Costco
Member Services Center over the next five years
and the purchase of the former 234,000-square-
foot Hertz call center location at 14501 Hertz
Quail Springs Parkway in Oklahoma City. Jobs
include agents, clerks, administrators, computer and
other technical experts, trainers, quality technicians,
supervisors and managers. Part-time and seasonal
employment opportunities will also be available.

2021 ECONOMIC FORECAST

The social and economic challenges posed by a global
virus pandemic remain acute, yet hope is building that a

successful vaccine distribution aided by warmer weather
encouraging outside (and distanced) activities could
permanently bend the curve of new cases. The hope
extends to a return to social consumption in retail, travel,
the arts and other industries. In short, there is faint but real
hope that 2021 brings a feeling of economic normalcy.
Normal will not mean an instantaneous return to all pre-
pandemic behaviors. Many economic behaviors will linger,
as will the influence of economic policies. But normal may
mean an economy that is largely free (perhaps by the
second half of the year) of formal restrictions on economic
gatherings.




Hawaii’s North Star Scientific Corporation
(NSS) announced an expansion to Oklahoma
City, starting with five employees and plans for

40 jobs at the facility once operations ramp up.
NSS designs, develops and qualifies state of the

art electronic systems for Department of Defense
applications and delivers reliable high-performance
products and services. They specialize in radar
frequency systems designs and rapid research &
development/custom solutions. Their offices are
located in the Valliance Bank Tower on Northwest
Expressway.

Amazon olso announced plans in December

to open a new fulfillment center in 2021, creating
more than 500 new full-time OKC jobs in the
process. The new facility on S Portland Ave. will
have the capacity to serve as a “last-mile” location
and handle larger items. Amazon now employs
approximately 5,000 people in Oklahoma City.

InJune, Skydweller Aero Inc. selected OKC
for its U.S. corporate headquarters, with plans for
120 engineering and field tech jobs in OKC, along
with testing facilities in Ardmore. The company is
involved in producing solar-powered perpetual endurance unmanned aircraft. Other aerospace news in 2020 included
expansion plans from Krates, which produces unmanned aircraft for the U.S. military. In July, the company announced
the award of a five-year indefinite-delivery, indefinite-quantity contract valued at up to $400 million for the development,
infegration and prototype air vehicle delivery in support of the U.S. Air Force's Skyborg program, with much of the work to
be done in Kratos” OKC facility.

Malarkey Roofing Products announced that it will be adding 105 jobs and additional capital investment to its
existing facility to address growing business demand. Malarkey is a manufacturer of high-performance residential and
commercial roofing products. Heartland Payment Systems, Paycom cnd Boeing are a few additional existing
companies in Oklahoma City to have added or announced plans to add jobs in 2020.

For the seven-county Oklahoma City metropolitan area, 2020 total taxable retail sales decreased by 5.5% from 2019
totals. This follows three consecutive years of positive year-over-year percent increases. At approximately $22.6 billion,
the Oklahoma City metfro accounts for more than 43% of the taxable refail sales for the entire state of Oklahoma and
36% of the state’s population. This continues to make the Oklahoma City metro a driving force for retail trade in the state.

Destination refail strategies and shop local campaigns continue to be important to produce increased sales tax revenue
for the Oklahoma City region. For FY 2020 (July 2019 to June 2020 remittance), sales tax collections for the City of
Oklahoma City were relatively flat, down slightly at 1.1% over the prior year. For the last half of CY 2020 (July 2020

to December 2020), sales tax collections remained below the prior year for the City of Oklahoma City, but use tax
collections increased considerably primarily driven by online retail sales. Sales tax collections by surrounding cities

in the metro increased in the second half of 2020 as a result of more people shopping closer to their homes. Cities
seeing increases include Norman, Edmond, Moore, Midwest City and Yukon. This follows national trends of suburban
communities temporarily benefiting from changes in commuting patterns related to work-from-home policies and fewer
opportunities to visit destination refail establishments offered by core cities. Per the Price Edwards 2020 OKC Year End
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Retail Market Summary, retail vacancy in the Oklahoma City market increased to 9.7% at year end, up slightly from 8.7%
a year ago and 9.2% at mid-year 2020.

A few select refailers that announced or opened in the Oklahoma City metro in 2020 include Chicken N Pickle,
Homeland, Scooter’s Coffee, Blue Zoo, Round1 Bowling & Amusement, Chicken Foot, HTeaO, Phat Tire Bike Shop,
Costco, Edmond Railyard, Park 17, Old Navy, Aldi Grocery, Nashbird, Pinkitzels, Shell Belle's Bakery, Tavola Restaurant,
Commonspace Game Café and Oklahoma Axe Factory.

The Greater Oklahoma City Economic Forecast is undertaken through cooperation with Oklahoma City University and
the Center for Regional Economic Forecasting and Policy Analysis. The forecast is an econometric exercise and is not
a consensus forecast of business and civic leaders. All models are constructed from publicly available data sources
including datasets from the Bureau of Economic Analysis and Bureau of Labor Statistics.

The forecasts are entirely determined by the past information contained in the dataset and the econometric specification
of the models. No aftempt has been made to “adjust” the forecast for the beliefs or anticipation of the modeler. For
example, construction forecasts are not adjusted to reflect the anficipated impact of large, announced public sector
investments. The forecast does not take info account anticipated growth from relocations or “new-to-market” firms. In
addition, announced expansions of existing companies may take place over a multi-year timeframe and not be fully
recognized in the next year. Announced projects that have not taken place are not reflected in forecasted job numbers.
The reader is encouraged to treat the forecast as a baseline from which to make their own adjustments and ultimately
reach their own conclusion.
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