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OVERVIEW

The Greater Oklahoma City Economic Outlook provides a
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 2022.

In 2022, the Oklahoma City metro should continue to UNEMPLOYMENT RATES STABILIZE
show strong growth through the first half of the year. AND REMAIN AMONG THE LOWEST

Anticipated job growth for Oklahoma City reflects an
expectation of a strong sfart to the year and confinued

IN THE NATION

demand for labor that should result in job counts exceeding  The Oklahoma City mefro completed 2021 with an

pre-pandemic levels. In 2021, year-over-year nonfarm

annual job growth increased
1.7% or gained 10,825 jobs
in the Oklohoma City MSA.
The largest percentage year-
over-year job gains were
found in the leisure services
(+7.7%), administrative
support (+5.6%), transport/
warehouse/utilities (+5.1%),
health services (+4.3%), retail
trade (+4.0%), manufacturing
(+3.7%), accommodation

& food services (+2.8%),
financial services (+1.7%),
and professional & business
services (+1.5%) sectors.

The largest declines were
found in mining or oil &

gas (-23.4%), information
(-9.6%), management (-/.5%),
govemment (-1.9%), and
wholesale trade (-1.8%).

Positive Oklahoma City metro
nonfarm job growth in 2022 is
expected, with the baseline job
forecast scenario growing by
4.1% or adding approximately
25,900 jobs by the end of

2022. Supporting details by each industry is offered in the
following commentary. Two alternative forecast models
that the Greater Oklahoma City Chamber tracks show a

annual average unemployment rate for the entire year at
approximately 3% with monthly
unemployment rates ranging
as high as 4.9% (Feb. 2021)
and as low as 1.6% (Dec.
2021). Oklahoma City finished
out the year ranked among

the lowest unemployment

rates for large metros (over 1
million population). Throughout
the year, rankings fluctuated
from No. 1 lowest (August)

to No. 14 lowest (February).
Unemployment rates in the final
few months of the year for OKC
were among the lowest ever
experienced (30+ years).

POPULATION
CONTINUES TO BE AN
IMPORTANT STORY

Every ten years, through the U.S.
Census, we can tangibly see
how businesses and talent view
a community. Nearly 20% of
all mefros and more than half of
all the counties in the nation lost
population from 2010 to 2020.
Population growth or decline
ultimately determines the overall health of a local economy
and points to a city's ability to attract talent. Fortunately

for Oklahoma City, that continues to be a positive story.

slightly more modest 2022 nonfarm employment growth Since 2010, the Oklahoma City metro has grown by 14% -

between 2.3% (+14,400 jobs) to 3.1% (+20,100 jobs). The
local economy remains vulnerable to national and global
uncertfainties surrounding Covid-19 that could disrupt

economic conditions.
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adding approximately 170,000 people. That is the largest
decade-over-decade raw population gain in the past

50 years. Five of the seven counties in the Oklahoma City
metro experienced double-digit growth over that period.
Canadian County continued to be the fastest growing




county in the state, growing 33% since 2010. Of the 21
metros in the U.S. between 1 to 2 million population,
Oklahoma City experienced the fifth-fastest percentage
growth. When evaluating the 40 metros larger than
Oklahoma City, OKC is growing at a faster rate than two-
thirds of them. At 1.42 million in population, the Oklahoma
City metro is now the 41st largest in the nation (moving
past Memphis). Within the state, the Oklahoma City MSA
grew 1.6 times faster than Tulsa, the next largest metro in
Oklahoma. The city of Oklahoma City itself also continues
to be a driving economic force for the metropolitan region.
It was one of only 14 cities in the nation to have added
more than 100,000 people over the past decade.

VALUE OF CONSTRUCTION PROJECTS

According to Dodge, in 2021 the total construction value
of tracked contract projects (residential, non-residential,
and non-building infrastructure) in the Oklahoma City MSA
was $3.9 billion. That was 12% more than the prior year.
The largest positive year-over-year percentage gains were
found in the hospitals & health treatment, warehouses,
amusement, office & bank buildings, and garages/service
stafion categories. The largest year-over-year consfruction
value declines were in schools & colleges, religious, and
hotels and motels, and streets & highways categories.

For 2022, total construction value of contract projects in
Oklohoma City is forecasted by Dodge to be relatively flat
and decline by 3% with a 13% decline in non-residential
construction values and a 2% increase in residential
construction value. A 6% increase is expected in non-
building projects (bridges, water supply systems and other).

As described in the methodology, the Greater Oklahoma
City outlook for construction employment is entirely
determined by the past information contained in the

dataset and the econometric specification of the models.
So, forecasted constfruction contfract details or proposed
infrastructure investment is not incorporated into the
baseline forecast for employment.

ANNOUNCEMENTS FROM CHAMBER-
ASSISTED COMPANIES

2021 was the first year of a five-year economic
development program called Forward Oklahoma City

VI. This is the sixth iteration of the Forward Oklahoma City
program that has provided longer-term strategic initiatives
fo the region’s economic development efforts over the past
twenty-five years.

From 2016 to 2020, the Chamber tracked 23,914 jobs
with payroll of more than $1.2 billion, and $2.2 billion

in capital investment, announced by Chamber-assisted
companies. Overall metrics are tracked for Chamber-
assisted companies in several different areas: new start-up
companies assisted, job growth from existing companies as
well as new to market firms, wages, capital investment, and
growth in the tax base.

In 2021, 110 Chamber-assisted companies announced
plans for the creation of 4,740 jobs with an annual
average salary of $45962. In addition, those same
companies announced more than $304 million in capital
investment and $217 million in payroll. The Greater
Oklahoma City Chamber ended 2021 with 73 active

2022 ECONOMIC FORECAST



e

projects in its economic development pipeline. The
pipeline fracks companies or projects that are considering
relocation or expansion in the Greater Oklahoma City
region. The majority of projects by facility type included
manufacturing, distribution, data center, call center and
aviation/aerospace.

The Greater Oklahoma City region was the beneficiary
of several new-to-market announcements and
significant expansions in 2021. A select group of those
announcements are described below.

Mom’s Meals, an lowo-based firm formally known as
PurFoods, built a 200,000 square-foot kitchen/food
preparation facility in the Rockwell Industrial Park just
west of Will Rogers World Airport. The facility provides
fully prepared, refrigerated meals delivered directly to
homes nationwide through programs to support long-term
care, chronic care, and post-discharge care. Serving

the Medicaid, Medicare, and individual markets, the
company's offerings include food tailored to meet the
needs of individuals of all ages with chronic conditions,
including diabetes, kidney disease, cancer, and heart
disease, with the goal of reducing hospital readmissions
and keeping members healthier and independent af
home. Per public reports, the $17 million facility will initially
employ 125 people with plans to expand to 550.

Carvanaq, the fastest-growing auto refailer in the

U.S., announced plans to open an Inspection and
Reconditioning Center (IRC) in Oklahoma City, helping
the company address increased demand and bringing

a projected 350 new jobs to Oklahoma City. Carvana,
one of the youngest companies to make the Fortune 500,
allows customers to shop more than 45,000 vehicles on
Carvana.com, finance, purchase, then select as-soon-
as-next-day delivery or car vending machine pick up.
Carvana vehicles are inspected, reconditioned and
photographed in 360-degrees at ifs inspection centers,
like the one planned in Oklahoma City, so customers get
a defailed, high-definition virtual tour of every vehicle. The
planned facility is on 100 acres near Will Rogers World
Airport. Carvana plans to invest more than $40 million to
build and equip the new 190,000 square-foot facility.

Top-rated wireless carrier Consumer Cellular announced
it will bring 300 full-time and part-time jobs to Oklahoma
City. The average full-time employee will make
approximately $54,000 per year. The move to Oklahoma
City marks the first ime in the company’s 25-year hisfory

it has expanded outside of its headquarters in Arizona

or Oregon offices. Consumer Cellular has been ranked
number one by J.D. Power 11 fimes in a row for best
customer service. The company is 100% based in the
United States, where it serves over 4 million customers. The
Oklahoma City office will be located at the former Baker
Hughes building.

Signify Health, Inc. is a leading healthcare platform that
leverages advanced analytics, technology and nationwide
healthcare networks to create and power value-based
payment programs. The company announced plans fo
open a new service center in Oklahoma City in February

2022 ECONOMIC FORECAST



2022. Oklahoma City joins Dallas, New York City and
Rapid City, S.D. as a regional hub for Signify Health
employees who work on-site and remotely. The company
expects to create more than 200 new jobs in Greater
Oklahoma City at its new 25,000 square-foot office space
on Memorial Road.

Mint Turbines announced plans for a $5 million plant
upgrade and 30 new jobs in Stroud. The company will
refurbish a hangar and convert it info a maintenance
facility. The company will also add a state-of-the-art
engine fest cell. Mint Turbines is an Oklahoma company
that has helped maintain
aircraft engines from
across the country for 40
years.

Corken, Inc. (along with
parent company IDEX)
will expand its plant and
add up to 180 new jobs
by consolidating with
Liquid Controls, LLC,

and relocating those
operations from Chicago.
The two companies —
both unifs of parent IDEX
Corp. — manufacture
pumps, compressors and
precision measurement
equipment for
downstream oil and gas
fransfer. They will operate
at the Oklahoma City
headquarters under the
combined name Advance Flow Solutions.

Aerospace & Marine International, an infernational
company with 30 years of commercial ship weather
routing and offshore meteorological and oceanographic
services, announced the move of its corporate
headquarters from San Jose, Calif. to Norman. Aerospace
& Marine delivers 24-hour global weather forecasting
services fo the maritime industry. Their meteorologists use
global data to lower clients” costs and increase their
operational efficiency, specifically in route optimization.
While the move will result in minimal jobs, it does allow
existing operations fo sfay in place and allow for future
growth in Norman.

United Dynamics opened a new engineering center in
downtown Oklahoma City upon securing a contract from
the U.S. Air Force Research Laboratory. It also announced

a strategic alliance with the Osage Nation to create

an 8(a) entity to bolster its pursuit of defense contracts.
Both expect to grow and generate new jobs. United
Dynamics is a defense engineering, design, development,
manufacturing and test firm located near Tinker Air Force
Base. It has experience in providing components for
Department of Defense weapons platforms and transport
aircraft platforms.

RETAIL SUCCESSES

For the seven-county Oklahoma City metfropolitan area,
2021 calendar year

total taxable retail sales
increased by 12.7% from
2020 totals. That is the
largest year-over-year
increase in at least 30
years. At approximately
$25.5 billion, the
Oklahoma City metro
accounts for more than
41% 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 metfro
a driving force for retail
frade in the stafe.

For FY 2021 (July 2020
to June 2021 remittance),
sales tax collections for
the City of Oklahoma
City finished strong, up 2.4% percent over the prior year.
Use tax collections also finished 14% over the prior year,
driven by online retail sales. Sales tax collections by
surrounding cities in the metro also increased overall in FY
2021. Cities seeing increases include Norman, Edmond,
Moore, Midwest City and Yukon. Contributing factors
include increased pent-up demand from consumers, an
increase in population and workforce, low unemployment
and the added federal stimulus money helping overall
economic conditions.

Per the Price Edwards 2021 OKC Year End Retail Market
Summary, retail vacancy in the Oklahoma City market
increased to 10.1% at year end, up slightly from 9.7% a
year ago but improved from 11.6% at mid-year 2021.

A few select refailers that announced or opened in the
Oklahoma City metro in 2021 include Capitol Co-Op,

2022 ECONOMIC FORECAST
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Bob's Steakhouse, Bandee's BBQ, MetroMerch, The Old
Spaghetti Factory, The Truck Yard, City & State, Summer
Moon Coffee, Homeland, Black Rifle Coffee Company,
Crumbl Cookies, Sam’s Southern Eatery, Costco, and
Mathis Brothers Furniture.

OBSERVATIONS FROM EXISTING
BUSINESS ABOUT TALENT

The Greater Oklohoma City Chamber talent and business
growth tfeam makes more than 250 company visits
annually and atfempts to capture major challenges and
opportunities that businesses are experiencing. While
2021 was sfill a tumultuous year, with the ongoing effects
of the COVID-19 pandemic, Oklahoma City employers
were able to see economic recovery and even growth.

Many Oklahoma City employers felt enough clarity to
move ahead with delayed plans for growth or hiring
during 2021. These investments, often in hiring and /

or investments in technology or facilities, were usually
streamlined adaptations of deferred plans that had been
paused during 2020. Often these investments looked
different than originally conceptualized, due to the rapidly
evolving demands of consumers, the marketplace and the
demands of the workforce.

The clearest emerging demands from the Oklahoma City
workforce seem to mirror the demands being seen on a
national scale, making employers re-think aspects of their
hiring; from compensation, shift scheduling and flexibility
to company culture, benefits and even mental health
initiatives.

These rapidly emerging workforce expectations, coupled
with a boom in better-paying, entry-level roles have
helped contribute to Oklahoma City's low unemployment
rate. Much of the hiring in the metro this past year has
come from employers seeing growth being driven by the
pandemic. In particular, there has been quite a jump in
new jobs being created around roles in warehousing,
distribution and customer service.

While more traditional sectors did see some recovery,
there has not been a correlating ramp-up up in re-

hiring, with many regional energy employers favoring a
continued lean approach to operations. The one exception
has been the re-hiring of drivers and production talent,
which has become very competitive with the growth of
competition for similar roles in other industries.

The aerospace/aviation industry continues to thrive overall,
with federal contractors and private employers alike




continuing to look for sources of engineering falent - most
notably electrical engineers and high-tech fabricators and
assemblers.

The healthcare community in Oklahoma City has seen
crifical talent shortages as pre-existing shortages of talent,
especially in nursing, have been compounded by the
pandemic. With growing numbers of nurses leaving the
profession, and with neighboring states offering exorbitant
salaries for short-term contracts, most area healthcare
leaders list the nursing talent shortage as being one of their
greatest concerns for the future.

Lastly, with the compressed acceleration of talent trends,
the job market in Oklahoma City has rapidly become a
"talent-friendly” city. Within select occupation fitles and
industries, the perception exisfs that there are more job
openings than available applicants. Some employers

are making rapid adaptations fo atfract and refain talent.
These adaptations are producing better-paying jobs,
improved working conditions and more employee-friendly
places to work. While in many cases, these seem to be
positive innovations for the Oklahoma City workforce,
some employers who are unable or unwilling to adapt
may find it increasingly difficult to attract and retain key
talent in 2022. It is interesting fo note that according to
Emsi, a national workforce and data analytics firm, overall
monthly job posting activity in the Oklahoma City metro has
returned or is equal to pre-pandemic levels. The number
of job postings in the last quarter of 2021 is now relatively
the same as it was in March 2020. So, in this respect, local
conditions in Oklahoma City are actually different than

the nation which has experienced a 25% increase in job
posting activity. While it is too early to tell with cerfainty,
these numbers might indicate that in some ways Oklahoma
City may not be experiencing the same level of talent
disruption as the U.S.

METHODOLOGY COMMENTS

The Greater Oklahoma City Economic Outlook 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 fo reflect the anticipated impact of
large, announced public sector investments. The
forecast does not consider 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 reach their own conclusion.

2022 ECONOMIC FORECAST
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INTRODUCTION

The pandemic thrust the global economy into an uncertain
future in the spring of 2020. Successive variant waves,
supply chain disruptions, great resignations, unprecedented
policy initiatives, and structural changes to economic
behaviors continually remind us that we are only at the
opening stages of this period of unpredictability. Against
this uncertainty, a thoughtfully constructed economic
outlook is invaluable.

This economic outlook is intended to provide a valuable
confext in which
strategic decisions will
be made in the year
ahead. Understanding
the economic confext
which frames these
decisions will aid the
individuals navigating
their engagement in

the nation’s economic
structure, the executives
sefting a strategic course
for their enterprise,

and the policymakers
advancing society’s
interests. By definition,
an outlook involves

a prediction of future
economic activity.
However, a focus on
the prediction misses the
power of the outlook.
The full power is found in a better understanding of how
long-run and short-run forces interact to determine today’s
economic outcomes, how a shift in household behavior
impacts labor markets and patterns of consumer spending,
or how big policy changes seem to have litlle impact while
smaller policy changes can exert larger force. The power
of an economic outlook is in one’s understanding as much
as it is in their prediction.

This outlook will attempt to reconcile the things we know
with the things we do not. The narrative will identify

and discuss the economic forces at play that are well
understood while acknowledging several forces that are
not. The reader is encouraged fo do the same. Laying

Developing an economic outlook is challenging
even in the easiest of times—and the last two years
have been anything but easy.

out the forces shaping the economic backdrop against
which important decisions are made unleashes the power
of the outlook by personalizing it to each individual's
circumstance.

The outlook is organized in three major sections covering
the U.S., Oklahoma, and Oklahoma City economies.
Each section begins with a review of recent activity and
the forces shaping its economic reality. Each section

also contains a forecast of key economic indicators with

a brief discussion for
each geography. The
forecast for the full set of
variables is included in
the appendix tables.

U.S. ECONOMIC
OUTLOOK

The story of 2021 is
one regarding the false
sense of economic
strength created by

an unprecedented
economic policy
response to 2020's
COVID-19 pandemic.
Fiscal policy has
allocated or set aside
more than $4.5 trillion
in relief spending, while
monetary policy has
been supported by a
nearly $5 trillion increase in the Federal Reserve's balance
sheet. U.S. gross domestic product recovered to pre-
pandemic levels while the national unemployment rate
fell to 4.2%. Holiday retail sales were strong and local
governments reported record tax collections. On the
surface, the economic engines of the nation are roaring.
But a closer inspection reveals subtle cracks in the facade
of strength.

In the second quarter of 2020 much of the nation retreated
to a safer-at-home response to the initial spread of the
coronavirus. As restaurants, factories, offices, and retail
storefronts closed or severely restricted operations, U.S.

2022 ECONOMIC FORECAST



gross domestic product collopsed at a -32.4% annual rate. Traditional payments to workers via wages and salaries
collapsed in parallel with halting economic activity, yet personal income jumped in the second quarter at a 36%
annualized rafe. Another 56.8% jump was posted in the first quarter of 2021. The incredible gains in personal income
reflect government transfers that far exceeded losses in wages and salaries.

U.S. Gross Domestic Product and Personal Income
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Figure 1.1 U.S. Gross Domestic Product & Personal Income

The main cafegories of government social benefits to persons (or personal transfer receipts) are Social Security,
Medicare, Medicaid, federal unemployment insurance, veterans' benefits, and “other”. The “other” category captures
much of the pandemic relief spending such as direct impact payments and, more recently, expanded child tax credit
payments. In the second quarter of 2020, a combination of direct economic impact payments and federal supplements to
unemployment insurance drove personal income higher. The second round of direct payments followed by an expansion
of the child tax credit provided additional support to other transfer receipts throughout much of 2021. It is precisely these

dramatic policy responses that propelled measured household income higher amid an economic shutdown.

Government Social Benefits to Persons by Type
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Figure 1.2 Government Social Benefits to Persons by Type
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The indirect impact of the policy was almost as significant. Monetary policy that drove short-ferm interest rates |(i.e., the
federal funds rate) back to zero were matched by successive rounds of quantitative easing to keep long-term rates
low. The effect was to make riskier assets across all asset classes more attractive. The result has been record-high stock
prices with the S&P leading the way in 2021 with a 26.9% retum, followed by 21.4% gains in the Nasdag Composite
and 18.9% in the Dow Jones Industrial Average. Home price appreciation soared similarly. As liquidity surged in search
of riskier assets and their corresponding returns, cryptocurrencies thrived, and non-fungible tokens entered our financial
lexicon.

The strength of household balance sheets is seen in a surging and sustained appetite for spending. After contracting
briefly in the second quarter of the 2020 shutdown, refail and foodservice sales exploded with the reopening of the
economy. Adjusted for inflation, real retail and foodservice sales not only recovered to pre-pandemic levels but broke the
decade-long trend as sales jumped higher.

U.S. Real Retail and Food Service Sales
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At the root of the 2022 outlook lies this truth — that household balance
sheets are artificially strong. This arfificial strength leads to a demand
for consumption that may be unachievable but, when combined with
supply chain disruptions, can only be inflationary. This artificial strength
supports a great resignation, early retirements, and a labor force that
is rethinking fraditional engagement in the labor market. This artificial
strength demands a return that risks creating asset bubbles across a
range of asset classes. The year ahead will be a transition from a period
of unprecedented income support to a one of normalizing policy. The
challenge for policymakers will be to define “normal policy” and then
implement it without disrupting what is, in reality, a fragile economic
recovery.

By definition, of course, a policy change will disrupt the economic
status quo. In this case, the economic status quo is a false sense of

2022 ECONOMIC FORECAST




economic strength and inflationary pressures that can no longer be characterized as transitory. A best-case scenario is
a policy change that disrupts economic activity just enough to cool inflationary pressures without significant disruptions
to asset prices and the labor market recovery. This scenario is often referred to as a soft landing. A worst-case scenario
is a policy change either that disrupts economic activity, either in magnitude or abruptness, so significantly that asset
markets experience a major price correction, and the labor market gives back some recovered gains. This worst-case
scenario is known as a recession. The fruth is almost always somewhere in the middle: a soft landing is rarely achieved,
yet a recession does not follow inevitably from a change in policy approach. The outlook for 2022 should be viewed as
constantly evolving with every new release of data, as every new transition of policy provides some indication of moving
closer to either the best- or worst-case scenario.

To the extent that history can be a useful guide in unprecedented times, the baseline expectation is that 2022 will be

a year of transition with the real excitement deferred to 2023. The baseline outlook presented in the graphics below is
consistent with this expectation. There is sufficient residual strength in household balance sheets and fiscal policy support
not yet in the system that even if monetary policy begins to change course in 2022, economic recovery should press
forward. Growth will slow, labor markets will continue to inch towards pre-pandemic levels, inflation will persist above its
2% target, and interest rates will generally move higher with adjustments to monetary policy.

Having recovered to pre-pandemic levels, growth in U.S. Real GDP is expected to slow in 2022. Barring an abrupt and
unforeseen shock, the slowdown is more likely to be gradual rather than sudden. Baseline expectations have placed
2022 Q4 real GDP up 3.6% from a year ago but up only 2.6% from 2022 Q3 on an annualized basis (see graph
below). The risk to this baseline forecast is strongly asymmetric to the downside. Much would need to proceed correctly
with policy adjustments and residual strength would need to carry seamlessly throughout the year for 2022 to experience
such a gradual move towards economic normaley. It is also worth noting that economic activity is already moderating
ahead of changes to the policy environment. Near the end of 2021, real disposable income fell modestly while real
personal spending was unchanged in November from October. In other words, the hope for strength in 2022 lies not in
policy flows supporting personal income, but in the residual strength of household balance sheets. The rate at which the
year's economic sfrength fades will likely be tied to the rate at which policy adjustments erode the strength of household
balance sheets.

U.S. Real GDP
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In contrast to measures of total economic activity (real GDP), labor market metrics have yet to return to pre-pandemic
levels. A survey of employers indicates nonfarm payrolls are sfill down 3.9 million jobs from the February 2020 pre-
pandemic baseline. The U.S. economy would need to add approximately 350,000 jobs per month for the next 12
months to return to the February benchmark. Itis unclear if the economy can maintain this level of job creation through
2022. Regardless, it will be late 2022 at the earliest, and more likely well into 2023, before nonfarm payrolls refurn

to pre-pandemic measures. A survey of households suggests that both labor market participation and level of persons
identified as employed are struggling to return to the February 2020 benchmark. The hesitance to return to formal labor
market engagement does not reflect a lack of opportunity. Instead, workers are rethinking how (and if) they want to
engage in labor decisions. Households and workers are exploring and transitioning to a new set of economic behaviors
and the strength of household balance sheets gives them some latitude to do so. A return to pre-pandemic behavior will
not happen quickly and may not happen at all. A movement in the direction of pre-pandemic labor market participation
behaviors is most likely to happen only as household balance sheet strength erodes.

U.S. Labor Market Pandemic Effects
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Figure 1.5 U.S. Labor Market Pandemic Effects

For much of 2021, an argument persisted that it was because household labor participation was well below pre-
pandemic levels that there existed a latent labor supply sidelined by the pandemic. Under this argument, falling
unemployment rates did not necessarily imply a fight labor market as the unemployment rate lacked recognition of the
latent labor pool. But the strength of the household balance sheet allows for these seemingly contradictory facts to both
be true: household labor participation is below pre-pandemic levels, and the labor market is tight. A return to pre-
pandemic labor market behavior will require a shift away from the new behaviors adopted during the pandemic. In some
cases, households will find the new behaviors preferable and will be reluctant to return to old patterns of work. Only time
and the erosion of household financial strength will change this behavior.
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The pace of job creation will slow as policy-fueled recovery moderates into 2022. Unemployment rates will move to and
hover around 4% to finish the year. Job creation in 2022 is expected to start the year averaging 431,000 new jobs per
month in the first quarter and end the year creating 249,000 new jobs per month in the final quarter of 2022. As with real
GDP, the risk strongly points to the downside. Evidence of a slowdown in the pace of jobs recovery is already evident
with payroll gains in November of 249,000 jobs and gains of 199,000 jobs in December well below levels needed to
reclaim 2020 pre-pandemic measures in the year ahead.

U.S. Labor Market Outlook
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Figure 1.6 U.S. Labor Market Outlook

Monetary policy is traditionally crafted towards two targets: price stability and full employment. Price stability ostensibly
means low and predictable inflation. Markets previously interpreted low and predictable inflation to mean near, but

less than, the Federal Reserve's 2% target. More recently, policymakers have worked to adjust that interpretation to view
variations from the 2% target (slightly above or below) symmetrically. Even more recently, policymakers have worked to
further adjust the inferpretation by setfing the 2% target as an inflation average over the business cycle. At the same time,
policymakers have communicated full employment to mean more than a low unemployment rate, instead referring to a
full and inclusive employment recovery. In practice, these changes have made it more difficult to assess when a policy has
achieved ifs targets.
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However low and predictable inflation is to be interpreted, inflation is well above the 2% target. Core personal
consumption expenditure prices (excluding food and energy) have moved higher from the combined influence of policy-
fueled demand for consumption and supply chain disruptions in production. Which influence is believed to be stronger
informs the extent to which inflation can be inferpreted as temporary and transitory. The expectation for 2022 is that
inflation remains consistently above the 2% target as both policy-fueled demand and supply chain disruptions linger well
info the new year.
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Figure 1.7 Core PCE Price Index

Itis also clear that policymakers are signaling markets of an intention to shift policy in 2022. The chart below shows
policymakers’ expectations of the appropriate year-end midpoint of the federal funds target range. For example, all
eighteen members report an expectation that 0.125% is the appropriate 2021 year-end midpoint of a policy target range
of 0% to 0.25%. Twelve of the eighteen members of the Federal Open Market Committee expect an appropriate policy
move in 2022 to include at least three quarter-point increases in the target range. Eight members expect an appropriate
policy target fo be in the range of 1.75% to 2.25% by the end of 2023. While short-term interest rates are expected o
move higher, policymakers have also announced an expedited tapering of bond purchases and a plan to manage the
size of the bank's balance sheet.
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The outlook for the federal funds rate from the panel of NABE forecasters is well below the path indicated by
policymakers themselves. This may imply that forecasters doubt whether policy appetite truly exists to change policy paths.

Monetary Policy and Treasury Yields
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Figure 1.9 Monetary Policy and Treasury Yields

Flows of income support from expanded child tax credits or direct impact payments will subside in 2022 while monetary
policy reduces its implicit subsidy to riskier asset classes. The more abrupt the policy change, the more abrupt the
disruption to stock markets, real estate, cryptocurrencies, and other asset classes will be. The challenge for policy is
always to support economic activity, when necessary, without creating harmful asset price bubbles and then withdrawing
policy support without the risk of popping them. Unless and until inflationary pressures subside, policymakers will find the
tradeoff of imposing price stability while also maintaining and supporting full employment to be increasingly challenging.

Finally, returning to the introductory discussion, it is worth noting that the U.S. outlook described above is most consistent
with a soft-landing scenario. It is far more likely that residual strength carries the start of 2022 with the asymmetric
downside risks manifesting more clearly as the year proceeds.
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OKLAHOMA ECONOMIC

OUTLOOK

Two economic redliies merit brief atfention before turning
to the outlook for the coming year. The first is the contrast
between Oklahoma and the U.S. pandemic recessionary
experience, and the second is the continuation of long-
run influences reshaping Oklahoma's economy.

Oklahoma's economy was struggling to maintain even
modest growth in the buildup to the pandemic. led by
weakness in the state’s energy sector, the economy was
threatening a mild recession as 2019 turned to 2020.
Oklahoma's four-quarter real GDP growth consistently

frailed that of the national economy from 2018 Q1
through the middle of 2019. When the initial rounds of
health policies designed to restrict the flows of social

and economic activity were implemented, Oklahoma's
real GDP contracted more sharply than U.S. real GDP.

In the ensuing recovery, U.S. real GDP growth outpaced
growth in the state. The effect of the differential growth is
a U.S. economic activity that recovered ifs pre-pandemic
level by 2021 Q2, compared to an Oklahoma economy
that had failed to do so.
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Real GDP: U.S. and Oklahoma
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In contrast to measures of total economic activity (GDP), Oklahoma's labor market experience was more muted than
the national experience. Nonfarm payrolls did not fall as sharply in Oklahoma and had a less exaggerated rebound
when the most severe health restrictions were lifted. The result will be fewer nonfarm jobs on the payrolls of Oklohoma
employers to end 2021 than existed at the end of 2019 just before the onset of the pandemic.
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Surveys of Oklahoma employers indicate the number of jobs on nonfarm payrolls is down about 50,000 jobs from the
pre-pandemic peak of 1,701,700 jobs. Oklahoma is on pace to return to pre-pandemic payroll levels by mid-2022.
Where Oklohoma's experience diverges from the national experience is in estimates of the household labor force and
employment. Both measures have returned to pre-pandemic levels, suggesting that there is no latent labor supply waiting
on the sidelines of the labor market to fill the vacant payroll positions. Similar to other parts of the country, the labor market
in Oklohoma is legitimately tight, and challenges to fill vacant positions along with upward pressure on wages will persist
info 2022. The labor market challenges will be felt broadly but most acutely in hourly wage positions and the leisure and
health care sectors.

Oklahoma's recent experience emerging from the brief, but significant recession offers some important signals of strength.
The strength should carry into 2022 and sustain some residual momentum, even as a new policy regime is implemented.
Also working in the state’s favor, though not uniformly so, are the continuing long-run influences concentrating social and
economic activity in urban areas in the south and west.

Percent Change in County Population: 2010 to 2020
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Note: Bedford city, VA, was changed to town status and added to Bedford County, VA, effective July 1, 2013. For purposes of
presenting data, Bedford County is treated as if Bedford city were included in it at the time of the 2010 census.

Figure 2.5 Percent Change in County Population: 2010 to 2020

The picture above was recently pulled from the homepage of the U.S. Census Bureau. Counties in red lost population
between 2010 and 2020. Much of rural Oklahoma participated in these population declines. In contrast, counties in
darker shades of green gained population over the period, with the darkest shaded counties gaining population at a
fransformative rate. These pockets of robust population growth tend to be south and west. Oklahoma is heavily influenced
by the fast-growing |-35 corridor with exploding population centers in Texas. Oklahoma City sits on the northern edge of
the faster-growing southern portion of the corridor while cities such as Tulsa, Wichita, and Kansas City feel the corridors
influence on the slower-growing northern stretch. The forces reshaping the U.S. economic landscape are longstanding
and will continue beyond this pandemic period. For Oklahoma, this implies a future increasingly defined by three distinct
economic geographies.
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As social and economic activity continues fo concentrate in the state's population centers of Oklahoma City and Tulsg,
the economic gap between urban and rural areas widens. But just as true, although slightly less obvious, is that Oklahoma
City consistently experiences faster rates of growth than Tulsa, and the gap between Oklahoma City and Tulsa widens as
well.

Establishment Gap: OKC to Tulsa
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Figure 2.6 Establishment Gap: OKC to Tulsa

From 2003 to 2021 the gap in the number of business establishments in the state’s metro areas has grown from 6,749 to

13,369. Over the same period, the gap in total wages paid grew from $426,990,000 to $1,589,433,000.
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As we transition to a discussion of the year to come, the realities previously discussed help to shape our perspective. The
first is that Oklahoma is firmly embedded in recovery mode with much federal policy support still lingering in the system
and the strength of household balance sheets carrying momentum into 2022. Even an aggressive shift in policy is unlikely
to immediately derail this momentum. Instead, it is more likely that labor markets stay tight, upward pressure on wages and
prices persist, and economic activity expands. The downside risks to the outlook are more likely to materialize only later

in 2022 and info 2023. The second is that the forces of economic geography continue to reshape the state’s economic
landscape. In contrast to the uncertainty surrounding the medium-term outlook, there is litfle uncertainty about the long-run
reality that the economies of Oklahoma City, Tulsa, and the rest of the state will continue to diverge with the passage of
time.

Economic activity is expected to start the year strong before decelerating as the year proceeds. Economic growth is likely
to be much harder to achieve in 2023. Real gross state product (in blue) contracted in 2020 at a 4.9% pace during the
onset of the pandemic. Production picked up in 2021, but only with the anticipated growth of 2022 (up 5.6%) will gross
state product recover o pre-pandemic levels. Pandemic response policies moved personal income to 3.8% higher in
2020 even as total economic activity receded. Growth rates for personal income in 2021 and 2022 are deceiving as
they are measured in nominal values not adjusted for inflation). The economic tension in 2022 is the strong position of
households and lingering economic support to start the year against the shifting policy regime as the year progresses. The
balance is likely to shift to markedly slower growth in 2023 while significant downside risk is yet possible.
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Figure 2.8 Oklahoma Real Gross State Product & Personal Income Growth
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Nonfarm employment data series can be decomposed into a collection of goods-producing industries and a collection

of service-providing industries. The former is composed of mining, manufacturing, and construction while the latter
encompasses everything from refail services and leisure services to professional and technical services. Often discussed is

the reality that Oklohoma employment is increasingly concentrated in the services sectors. This shift towards employment

in services reflects in part the urbanization of Oklahoma's population and the cluster of service-providing industries that
support population density, as well as technical advances that are making mining and manufacturing less labor-intensive.
But a shift fowards services employment does not imply that those industries are less economically significant. In fact,

while the share of employment in the goods sectors fell from 18% in 2001 to a projected 4.5% in 2023, the share of sfate

GDP from mining and manufacturing has risen from 20.9% to a projected 28%.
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As 2021 turns to 2022 Oklahoma's population will cross four million persons. Population growth slowed somewhat in the
second half of the last decade, currently averaging 0.5% per year. Growth is expected to fall just shy of that mark in 2022
before accelerating modestly in 2023. As the population of the state grows, the distribution of the population becomes
increasingly uneven with gains in urban areas, led by Oklahoma City, offsetting losses in the state’s rural areas. After
jumping in 2021 and 2022 from an aggressive policy response, per capita personal income in the state will grow at a

modest 2.1% in 2023 to end the outlook period at $57,883.

Oklahoma Population and Per Capita Personal Income
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Figure 2.10 Oklahoma Population & Per Capita Personal Income

$53,032

4,100,000 $40,878
7

2021

$56,685

2022

$57,883

4,038,748

3,999,879 4,012,136
3,980,783 m=="

2023

$60,000
$55,000
$50,000
$45,000
$40,000
$35,000
$30,000
$25,000

$20,000

Nominal Per Capita Personal Income

2022 ECONOMIC FORECAST



Private sector payrolls in the state are expected to post strong job gains in 2022 as the labor market continues to recover.
Private payrolls averaged 1,352,000 jobs per month in 2019 before the pandemic and likely won't hit that mark again
until 2023. Private job growth of 3.5% is anticipated in 2022 and reflects an expectation of a strong start to the year and
continued demand for labor. It is yet unclear if there is a willing supply of labor to meet that demand. The combination of
strong household balance sheets and rapidly increasing wages in the entry end of the labor market continues to support
early retirement and a re-evaluation of the household engagement in the labor force. Household balance sheets are
eroding slowly and will not enjoy the same level of policy support over the outlook horizon. Financial necessity may
accomplish what policy could not and prompt workers to return to formal labor market participation, but they can expect
fo find fewer accommodating conditions in 2023 with private payrolls growing only at a 1.1% pace.

Oklahoma Private Employment
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The trade, fransportation, and utilities sector is among Oklahoma's largest employment bases accounting for 305,500
average monthly jobs in 2021. The sector generally grows along with population and oscillates with economic conditions.
During the recession of 2016, employment fell across the category including wholesale trade, retail trade, and ufilities. In
contrast, the 2020 contraction was short-lived and dominated by pandemic-related job losses in wholesale and retail
trade. Through both periods, the transportation and warehouse industry has proved exceptionally resilient, growing from
41,100 in 2012 to 62,300 jobs in 2021. Strong demand for services across the entire sector will drive job growth of 2.2%
in 2022 before conditions soften in 2023.
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Professional and business services employment experienced a widespread decline in 2020 with average monthly
payrolls declining by 6.3% to 183,500 jobs. The pace of job gains is expected to accelerate in 2022 but will face the
challenge of finding workers to fill the demand for positions. Growth in 2022 is expected across the sector but is led by
gains in administrative and support business services (up 4.7%). Consistent with the outlook narrative, growth slows in
2023 to 1.5% with significant downside risk to the 2023 outlook a distinct possibility.
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OKLAHOMA CITY

ECONOMIC OUTLOOK

g = A

Oklahoma City's personal income grew by 3.6% in 2020 even as
much of the metro economy remained in a safer-at-home posture.
Despite the lack of labor earnings, pandemic relief policy provided
income flows sufficient to push income higher. Successive rounds of
policy moved personal income up 8.6% in 2021 to $81.5 billion.
Direct income support will subside in 2022 but labor market strength
and wage inflation will continue o move nominal personal income
higher. The baseline expectation is for growth of 5.7% in 2022
followed by much slower growth in 2023 as general economic
conditions weaken.
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Personal current transfer receipts are government payments to households through programs like Social Security,
Medicare, and veteran services. During recessions transfer receipts include items such as direct stimulus payments,

extended or expanded tax credif refunds, and federal supplements to unemployment insurance. Many transfer receipts
are tied to a measure of inflation. As a result, during non-recessionary periods, fransfer receipts grow with population
and prices. Over the 2012 to 2018 period, transfer receipts grew at an average annual rate of 2.1%. Transfer payments
exploded during the pandemic sending more than $15.6 billion to Oklahoma City metro households through these
programs alone, equivalent to $18,194 for every full and part-time worker in the state. Transfer receipts are expected to
reset in 2022 but af a higher level because the inflation currently in the system is passed through to these benefits.
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Given the fremendous income support provided through transfer payments, it should not be a surprise to find per capita
personal income growth through this period. Metro area per capita increase grew to $56,609 in 2021 and will surpass
$59,000 in 2023 if current policies can navigate the difficult path ahead. Perhaps more significant is the growth in the
Oklahoma City population. After slowing in the middle of the last decade population growth rates have picked up in
recent years. Growth is expected to accelerate over the outlook period at 1.5% in 2022 and 1.7% in 2023. A previous
discussion highlighted the growing gap between Oklahoma City and the rest of the state. To emphasize that point, note
that population growth rates in Oklahoma City were, on average, 2.5 times faster than the growth of the statewide
population. The gap in growth rates is accentuated during periods of recession as Oklahoma City is more resilient to
economic distress than the rural areas of the state.

Oklahoma City MSA Population and Per Capita Income
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Figure 3.3 Oklahoma City MSA Population and Per Capita Income

The year ahead promises to be defined by the year behind. Strong fundamentals in population and job growth will
combine with the residual strength of household balance sheets for a strong start to the year in the labor market. Nonfarm
employment is projected to grow at a 4.1% pace in the metro area in 2022. The risks are to the downside but do not
reflect concerns for general economic weakness. Rather the downside risk stems from concerns that there is sufficient
labor supply to meet this demand. Employment growth slows in 2023 with the downside risk to the outlook now reflecting
concerns of general and widespread economic weakness.

Oklahoma City MSA Nonfarm Employment
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Figure 3.4 Oklahoma City MSA Nonfarm Employment
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The discussion below highlights just a few sectors of the Oklahoma City metro area economy with a full sector forecast
available in the appendix tables. It is worth noting the strength expected in some of the region’s larger employment
industries in 2022 with health services up 4.8%, leisure services up 6.7%, professional and business services up 6.5%,
and financial services up 5.0%. Note that employment spread, especially at the start of the year, is expected to be
widespread. How deep info the year this strength can hold remains to be seen and the ensuing slowdown from a shift in
policy should also be felt broadly across sectors.

While the unprecedented direct policy support for household income of 2021 is not expected to repeat in 2022, the
underlying economic fundamentals are hardly distressed. In-migration and household formation will support local house
prices while strong demand for labor will continue to provide earnings opportunities. Households continue to work
through existing savings and nearly every layer of government - state, municipal, county, fribal, school disfrict — continues
to allocate relief funds accumulated during the previous year. In short, even as both fiscal and monetary policy change
course in 2022, an immediate recession is unlikely. The baseline expectation calls for strong private job growth in
Oklahoma City in 2022 at 4.0%, as the metro area recovers to pre-pandemic levels of payroll employment sooner than
the rest of the state. Conditions will moderate in 2023 with private payroll growth of only 1.7% with any policy misstep or
overreach bringing asymmetric downside risk.
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Figure 3.5 Oklahoma City MSA Private Employment
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Services employment contracted sharply in 2020. For perspective, note that during the 2016 energy recession growth
rates in services employment slowed to near 1% in both 2016 and 2017 but remained in positive territory throughout.
The aggressive contraction in 2020 is a direct reflection of a pandemic response that discouraged group consumption
of services like travel, eafing out, and recreation. Those hardest hit sectors posted job gains in 2021 but at an insufficient
rate to fully recover to pre-pandemic levels. The baseline expectation is for the recovery to carry well into 2022 with the
services sector growing at a 4.0% pace in 2022 before moderating to 2.0% growth in 2023.
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Figure 3.6 Oklahoma City MSA Services Employment
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Oklohoma City's oil and gas sector continues to exert a significant economic influence even as direct employment

falls with each boom-and-bust cycle. The energy sector’s economic reach reflects long-established supply chains

which create significant economic multipliers from local exploration and production activity. As technology advances,
however, the direct activity becomes less labor-intensive. Thus, with every energy cycle, employment struggles to regain
its previous peak. Current oil and natural gas prices combined with structural forces (like a lack of investment in new
production and the inability of renewable energy sources to quickly meet the demand of a recovering global economy)
offer upside hope for the sector. Shale production seems poised to rebound in 2022 and while productivity gains have
been concentrated in the Permian Basin, projected commodity prices will support a broader-based recovery in 2022.
Oklahoma City oil and gas employment is expected to add back jobs over the outlook period to 11,600 in 2023 but will
remain far below the 2018 employment footprint of 21,600.

Oklahoma City MSA Mining Employment
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Figure 3.7 Oklahoma City MSA Mining Employment

It should be noted that Oklahoma's oil and gas sector has contracted more sharply and earlier in the cycle than ifs peers.
Rig activity fell abruptly in 2019 long before and unrelated to the pandemic. The pandemic induced recession and
withdrawal of a demand for energy drove a further collapse. It makes some sense then that Oklahoma, as the first state

to see a drawdown in drilling activity, would be among the last states to experience the recovery. Relative to the 2018
peak, a comparison of drilling activity across years show Oklahoma rig counts are still down 70%. This compares to New
Mexico where 2021 rig counts are only down 22% from 2018 (and production has fully recovered) and North Dakota
and Texas, each down 56% and 50% respectively. Absent deliberate policy support, Oklahoma's oil recovery is likely to
laa relative to peer states.
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The Oklahoma City metro’s economic identity is more complex than that of a simple energy center. With every energy
cycle, the city’s identity becomes a little more nuanced. Among the industries that have both a substantive history and

a promising future is the city's aerospace complex. Like the oil and gas industry, aerospace is not easily captured by a
single industry. It spans categories from transportation to technical services and from manufacturing fo the public sector.
A previous independent survey of the broader Greater Oklahoma City aerospace sector revealed more than 43,000
employed across 291 establishments. Tinker Air Force Base remains the largest single site employer in both the state
and metro with more than 26,000 employed. The transportation, warehouse, and utilities sector is a good proxy for the
industry as it captures much of the maintenance and repair operations. This sector has grown aggressively from 17,800
jobs in 2012 to 31,900 jobs projected in 2023. After slowing to a 5.1% pace in 2021, industry growth will pick up
modestly in 2022 before slowing again in 2023 with the expected economic moderation. In the long run though, expect
the aerospace complex to be an increasingly important piece of the area’s economic identity.

Oklahoma City MSA Transportation, Warehouse, and Utilities Employment
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Figure 3.9 Oklahoma City MSA Transportation, Warehouse, and Ulilities

The Oklahoma City metro should expect a strong start to 2022. In addition to recovering some jobs in the energy sector
and sustaining growth in aerospace, the metfro area is likely to add jobs in business services, refail frade, health services,
and financial services among others. The limiting factor to payroll job growth may indeed be the limited willingness of
individuals to engage the labor market as they did before the pandemic. And long-run forces remain favorable as flows
to the 1-35 corridor and urbanization in the state favor the continued assertion of Oklahoma City as the state’s economic
leader. But in the medium term, challenges lie on the horizon. Economic activity will respond to the withdrawal of fiscal
support and monetary policy adjustments to contain inflation. The difficulty is in assessing how far away on the horizon
these challenges lie. Almost certainly economic activity holds strong through the spring before moderating through summer.
A serious economic disruption, should it materialize, would be expected later in 2022 and as we move into 2023. This
means that the uncertainty surrounding the 2022 outlook is unlikely to abate ahead of next year's effort.
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