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Crosswinds

Headwinds
e Trade Tensions

e |nflation

* [Interest Rates

e Labor Force Growth

 Electricity Prices

* Loan Delinquencies
Al (employment)
 Federal Debt
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Tailwinds

e Trade Agreements

e Economic Resilience
e Regulatory Easing

e Low Unemployment
 Qil Prices

*  Promised Investment
Al (productivity)
 Strong Corp Earnings

Trade Outcomes
Immigration
Geopolitics
OBBBA Impacts
Monetary Policy
Data Uncertainty
Housing
Sentiment Indices
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U.S. Economy Health Check

Jan-25 Feb-25 Mar-25 Apr-25 May-25 Jun-25 Jul-25 Aug-25

Monthly GDP, annualized % change
Payroll employment, total, change ths
Private
Unemployment rate, %
Initial claims, avg, ths
Retail sales, % change
Control retail sales
Orders of nondefense capital goods ex aircraft
Industrial production
Manufacturing industrial production
ISM Manufacturing Index
ISM Nonmanufacturing Index
New-home plus existing-home sales, mil, SAAR
Housing starts, % change
Real trade deficit, $ bil
Michigan Consumer Sentiment Index
PCE deflator, % change yr ago
Core PCE deflator, % change yr ago
Composite index of coincident indicators, 2010=100

Sources: BLS, Census Bureau, Federal Reserve, NAR, Moody's Analytics
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The LEI resumed its decline in August

Peak: 01:3 07:12 20:2
Trough: 01:11 09:6 20:4
125 -
120 ——— The Conference Board Leading Economic Index® (LEI) for the United States
== The Conference Board Coincident Economic Index® (CEI) for the United States ™

115 -

110 -

105 -

100 -

95 -

90 -

Index (2016=100)

85 =

80 -

75 -
Source: The Conference Board

Tn_ | | | | | 1 1 | I I | | 1 1 | | | | | 1 1 1 | | |

00 01 02 03 04 05 068 O7F OB 09 10 11 12 13 14 15 16 17 18 19 20 29 22 23 24 325

EEEE www.csbs.org / @csbsnews



Internal Use Only

-
Most non-financial components and the yield spread drove the

LEl's decline in August

The Conference Board Leading Economic Index® and Component Contributions (Percent)

Aug. '25 6 months ending in Aug. '25
Financial Components Leading Credit Index™* 0.05 021
S&P 500® Stock Index 0.07 024
Interest Rate Spread, 10-year T-bonds less Fed 001 0.00

Funds

Non-Financial Components

Avg. Consumer Expectations for Business Conditions -0.19 .1.40
ISM® New Orders Index -0.08
Building Permits, Private Housing 0.1
Average Weekly Hours, Mfg. -0.12
Manufacturers' New Orders, Nondefense Capital 0.00
Goods excl. aircraft™
Manufacturers' New Orders, Consumer Goods & 0.01
Matenals™ ‘
Average Weekly Initial Claims, Unemp. Insurance® -0.06

Source: The Conference Board

* Inverted series; a negative change in this component makes a positive contribution

** Statistical Imputation

LEI change might not equal sum of its contribiutins due to application of frend adjustment factor

EEEE www.csbs.org / @csbsnews
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Electricity Prices Up 6.2% YOY and 4.8%/Year Over 3 Years

FRED ﬁ - Average Price: Electricity per Kilowatt-Hour in U.S. City Average
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Source: U.S. Bureau of Labor Statistics via FRED®
Shaded areas indicate U.S. recessions. fred.stlouisfed.org Fullscreen &
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Gasoline Prices Down 7.6% YOY and 7.4%/Year Over 3 Years

FRED w - US Regular All Formulations Gas Price
6

Dollars per Gallon

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

Source: U.S. Energy Information Administration via FRED®
Shaded areas indicate U.S. recessions. e e e e [ Fullscreen” > ]
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Percent of Balance 90+ Days Delinquent
by Loan Type

Percent Percent
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Data Center vs. Office Construction
US general office construction is on pace to be overtaken by new data
centers in the coming months.

General office ,/ Data center
$80B

70
60
50
40
30

20

MR N B RN LR S GRS T S NOLUDEE 3T B LR T B A N S U A L R PR R TR TR W L AT

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

EEEE Source: Census Bureau Bloomberg
www.csbs.org / @csbsnews



Internal Use Only

Is Al harming labor but boosting productivity?

“Multiple other business contacts reported increased use of artificial intelligence (Al),
with one contact saying Al replaced some call center employees, and another contact
noting how Al led to a reduction in accounting jobs.”

“A growing number of employers, across diverse industries, sought to increase labor
productivity using Al and other technologies, reducing the need for hiring.”

“Some organizations noted utilizing artificial intelligence (Al) to improve efficiency and

help cut costs. They noted various Al use cases such as performing human resources
tasks, conducting research, analyzing data, taking notes, and proofing documents.”

EEEE T —— Source: Federal Reserve Beige Book Report
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Commercial Real Estate Borrowing Rate
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Source: NAR estimate using residential mortgage rate plus 1% point add on.
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CSBS Community Bank Sentiment Index at an all time high
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Six of Seven CBSI Components Indicate Positive Sentiment
(>100); Future Business Conditions Signal Weakness
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Economic Activity Close to Neutral

Beige Book Index, O=neutral

Troubled Tourism

If there was a common thread in last week's Fed Beige Book, a purely anecdotal and

250 quantitative report put out eight times/year, it was the declining fortunes of the
formerly hot US travel/leisure/hospitality sector. To wit, the decline in international
200 (read Canadian) tourism was cited on several occasions. Mention was also made of the
increasing reluctance to spend on the part of low- and middle-income consumers who
150 are increasingly stretched.
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Sources: Federal Reserve, Moody's Analytics
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Average Monthly Job Growth Slowed
Thru Mid-2024; Averaging 74K/mo in 2025
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Figure 1: Unemployment Rate

Monthly Percent
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Note: Seasonally adjusted.

Source: Bureau of Labor Statistics, Unemployment Rate, retrieved from FRED, Federal Reserve Bank of St. Louis.
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PCE Inflation No Longer Stable at 2%
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Figure 2. FOMC participants’ assessments of appropriate monetary policy: Midpoint of target range
or target level for the federal funds rate
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Fed decision in October? ® R

P $101.919,508 Vol. (® Oct 29, 2025

© Oct 29 Dec 10 Jan 28, 2026

® 235 bps decrease 96% No change 2.5% @ 50+ bps decrease 2.3% 25+ bps increase <1%

Aug Sep

Jul
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Texas Economic Indicators

October 02, 2025

Texas economy dashboard (August 2025)

Job growth (annualized)
May-Aug. '25 Unemployment rate Avg. hourly earnings Avg. hourly earnings growth y/y

0.7% 4.1% $34.33 3.1%

The Texas economy expanded in August. Employment growth was strong, though the unemployment rate ticked up
slightly and initial unemployment insurance claims were elevated in mid-September. The September Texas Business
Outlook Surveys showed continued expansion in manufacturing but contraction in the service sector. The July CPI
readings marked an additional month of low inflation.

EEEE www.csbs.org / @csbsnews
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Texas Business Outlook Surveys headline indexes

Diffusion index*
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*Seasonally adjusted.
NOTES: Data are monthly through September 2025. Dashed line are 10-year averages.
SOURCE: Federal Reserve Bank of Dallas' Texas Business Outlook Surveys. Federal Reserve Bank of Dallas

EEEE www.csbs.org / @csbsnews



Internal Use Only

e
Employment growth by sector

Total

Trade and transportation (19.6%) " Texas (Jul. '25—Aug. '25)

Government (14.9%) = US. (Jul. 25—Aug. '25) 08
Professional services (14.8%)
Education and health (13.9%)

Leisure and hospitality (10.7%)
Manufacturing (6.8%)
Financial activities (6.5%)
Construction (6.2%)

Other services (3.5%)
Information (1.6%)

Qil and gas (1.4%) 147

-20 -15 -10 5 0 5 10
Percent

NOTES: Shown are seasonally adjusted, annualized month-over-month employment growth by major sector for August 2025. Numbers in
parentheses indicate share of total state employment for August 2025.
SOURCES: Bureau of Labor Statistics; Texas Workforce Commission; Federal Reserve Bank of Dallas. Federal Reserve Bank of Dallas
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Unemploymentrate

Unemployment rate (%)*
16 -

M—} US.
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*Seasonally adjusted.
NOTES: Data are monthly through August 2025.
SOURCES: Texas Comptroller of Public Accounts; Federal Reserve Bank of Dallas. Federal Reserve Bank of Dallas
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