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Economic Cycles don’t Die ... They are “Murdered.”

Economist Rudi Dornbusch is known to have said that economic

expansions do not die of old age; they are murdered.
How does one forecast

a “Murder?”

» This has been true for the last 50 years:

2020 was COVID If Rudi Dornbusch is
2008 was the Financial Crisis, $145 crude oil correct, what Economic
2001 was Tech crash/9/11 Navigation Signs should
1991 was Iraq invaded Kuwait (400% rise in crude) one pay attention to?
1982 was 200-year high In interest rates _
1980 100-year high in inflation 1ol el (S clElety

1974 was Arab Oil Embargo

type metrics will be
“late to the crime
scene?”

Too many think the economy will either roll over or "pop." It
does NOT work that way. Cycles do NOT die of old age.




Alternative Recession Indicators: SAHM Rule (40bps) & CAPE Ratio (34 S&P)

SAHM Rule:

Economic rule of thumb created in early 2019 by
economist Claudia Sahm.

What it says:

When the rolling 3 month unemployment rate
iIncreases by 50+ bps vs. the trailing 12 month low,
the economy is in recession.

Why it’s getting so much attention?

Since 1970, the Sahm Rule has coincided with every
recession without failure

FRED ~/7 — Real-time Sahm Rule Recession Indicator
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CAPE Ratio — Stock Market Crash Indicator
Formula for the CAPE Ratio
C'APFE ratio = Share price

10— year average, inflation — adjusted earnings

CAPE Ratio (Shiller P/E Ratio): Definition, Formula,
Uses, and Example (investopedia.com)

The purpose of the CAPE ratio is to determine
when a company or stock index is overvalued
or undervalued. A high CAPE ratio indicates that
the stock could be overvalued and in line for poor
future returns. Conversely, a low CAPE indicates
that the stock could be undervalued, potentially
making it a good buy. Here’s a quick rundown of
different CAPE ratios and what they indicate:

*10 or less is alow CAPE ratio and could
indicate good future performance.

«25 or more is a high CAPE ratio and could
indicate a future crash.

*The historical median is a CAPE ratio of 16.

The CAPE ratio for the S&P 500 index is
considered one potential indicator of a future stock
market crash.
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https://fred.stlouisfed.org/series/SAHMREALTIME
https://fred.stlouisfed.org/series/SAHMREALTIME
https://fred.stlouisfed.org/series/SAHMREALTIME
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https://www.fool.com/investing/stock-market/basics/crashes/how-to-prepare-for-crash/
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https://www.investopedia.com/terms/c/cape-ratio.asp
https://www.investopedia.com/terms/c/cape-ratio.asp

Alternative Recession Indicators: Inverted Yield Curve — 2/10 Yr Spread

10-2 Year Treasury Yield Spread (1:102YTYS)

The start of the yield curve inversion combined with rising
0.02% for Sep 09 2024

inflation are some warning signs for the next recession.

Overview Interactive Chart

There were six recessions between 1980 and 2020. The
Level Chart vewrucuarr  Fecession duration in months ranged from a high of 18 to a low of
- two, averaging nearly 10 months.

M 3M 6M  ¥YTD 1Y 3Y 5Y Select area
to zoom

The longer the yield curve is inverted the more of a drag on the
economy.

When the Inversion reverts back to a normal rising slope,
that’'s when the recession follows. We are there in a volatile market.
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Small Business (NFIB) - Not all is Good — Uncertainty is at a RECORD!

)| o . . .
k N FI B NEW NFIB SURVEY: Main Street Uncertainty Reaches All-Time High - NFIB

National News Releases

NHFB & SMALL BUSINESS PRESS RELEASES |

NEW NFIB SURVEY: MAIN
STREET UNCERTAINTY
REACHES ALL-TIME HIGH

“Small business owners are feeling more uncertain than
ever,” said NFIB Chief Economist Bill Dunkelberg.
“Uncertainty makes owners hesitant to invest in capital
spending and inventory, especially as inflation and financing
Costs continue to put pressure on their bottom lines. Although
some hope lies ahead in the holiday sales season, many Main
Street owners are left questioning whether future business
conditions will improve.”

WASHINGTON, D.C. (Oct. 8, 2024) — The NFIB Small
Business Optimism Index rose by 0.3 points in September to
91.5. This is the 33rd consecutive month below the 50-year
average of 98. The Uncertainty Index rose 11 points to 103,

the highest reading recorded.
6



https://www.nfib.com/content/press-release/economy/new-nfib-survey-main-street-uncertainty-reaches-all-time-high/

GDP Outlook: ULI NOT seeing 3%+ GDP growth; try +1.7% to 2.2%

) Real GDP Growth

ULI Economists were NOT right: +2.8% Revised Q2 GDP

GDP rose in Q2 — Why? Consumer Spending. Ask: If GDP is >-8%
increasing and near 3%, why would the Fed cut rates and risk
over-stimulating the economy and re-igniting INFLATION?
2.9%

W Actual M Forecast ——20-Year Afig. (2.08%)
ULl is seeing it jome down.

Q1 2024 GDP drgpped to +1.3%
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Why 50bp rate cut by FOMC? The FED is worried about “Full Empl.” Mandate

ADP vs BLS - Private Payrolls is what matters. And, NO Survey
Why was there Such a ADP® Employment Report (adpemploymentreport.com)

big revision to non- @ roesson 3
farm payroll growth?

Informati
Aug. 22, 2024 6:50 AM ET | By: Yoel Minkoff, SA News Editor

Private Employment

16,000

. 4 4,000

818,000 jobs were wiped out in the 12 months through March 2024
(or 68,000 per month), resulting in the biggest downward adjustment
since the global financial crisis.

2132 442 000 l,—
FT30M

The Bureau of Labor Statistics usually surveys 100K-150K
businesses each month, but the department then extrapolates from
those surveys to get an estimate of how many jobs were created in 120M
the entire economy. Later on, the quarterly re-estimation process

looks at 60M business records, many of which were not available 115M
at the time of the initial monthly payroll releases.

125M

wewdeodwg

110M

Here is an ideer: The BLS could publish the data once it has all the -
reports to avoid revisions.

OR . 1 | T | T T T :tmr’m
Consult ADP — No SURVEY , but an actual count of Private Payrolls. w17 aote a1 2020 2021 a2 a2 2w



https://seekingalpha.com/news/4142389-labor-department-revises-march-2024-payrolls-benchmark-down-by-818k#hasComeFromMpArticle=false#source=section%3Amain_content%7Cbutton%3Abody_link%7Cfirst_level_url%3Anews
https://adpemploymentreport.com/

Inflation: Are we there yet? (Aug headline +0.2%, but CORE +0.3%

Feb & Mar 2024 CPI +0.4% (+3.3% YOY) vs +0.3% Jan 2024. Where is the Inflation coming from (SERVICES)?
Where is Inflation relief coming from? “Goods” — CPIl, Super-Core, Sticky, PCE, PPI all say INFLATION

(Housing, (Super-Core
Food, Energy,  less Housing)

INFLATION (CPI & PPI) — The June report for CPl and PPI for the May period

signaled a long-awaited first month of inflation relief giving renewed hope  \wages - still Energy & Services (Shelter, e
u M H H H e o/ _ . . adjuste
to the “Are we there yet?” inflation and interest rate cut questions. The rising (>j4A Trans. & Medical) remain —, | Tz
latest June report revealed that the Consumer Price Index for All Urban el elevated >3% to 8%! 2024 | 11 2024
Consumers (CPI-U) was unchanged in May on a seasonally adjusted basis, Services) Al ems : - - 02 29
. . . . . 02 22
after rising 0.3 to 0.4 percent each month since the beginning of 2024 Food at home 01 y
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https://www.bls.gov/news.release/pdf/cpi.pdf

Inflation & Consumer Outlook — The Earnings Perspective
Consumers Paying MORE, but Buying Less

General Mills’' Earnings: Earning Per Share General Mills lists four
Beat, Revenue Miss, and Dividend Increase segments in its annual report:
Earnings per share (EPS) came in slightly North America Retail,
above the consensus $0.99 estimate at S1.01. International, Pet, and North
The firm missed revenue considerably, America Foodservice. The firm
coming in at S4.71billion versus S4.85 billion controls more than 100 unique
expected. Over the full year, net sales were brands, including Cheerios, General Mills Today
down 1%, but adjusted operating profit grew Bisquick, and Haagen-Dazs,
by 4% despite this. An increase in net price and operatesin over 100 e g.ljeramms
realization and mix drove this. This means countries. The North America
the company was able to charge higher Retail segment is by far the
. . . . +0. 32[+u 51%)
prices for its products, net of any discounts largest, accounting for 77% of $63 58 o ET)
provi Although the firm sold at higher operating profit. The 52-WeekRange  $o033 Y &7763
prices, lower sales volume offset this, company's Pet segment Dividend Yield 3.71%
resulting in a decrease in revenue in the end. comesinat12%, North P/E Ratio 14.75
A S241 million reduction in SG&A expenses America Foodservice at 8%, Price Target $70.44
boosted adjusted operating profit and International at 3%.

General Mills Stock Falls on Fiscal Q4 2024 Revenue Miss (marketbeat.com) 10



https://www.marketbeat.com/originals/general-mills-q4-sales-miss-expectations-triggering-stock-drop/
https://investors.generalmills.com/press-releases/press-release-details/2024/General-Mills-Reports-Fiscal-2024-Fourth-quarter-and-Full-year-Results-and-Provides-Fiscal-2025-Outlook/default.aspx
https://investors.generalmills.com/press-releases/press-release-details/2024/General-Mills-Reports-Fiscal-2024-Fourth-quarter-and-Full-year-Results-and-Provides-Fiscal-2025-Outlook/default.aspx
https://www.marketbeat.com/originals/general-mills-stock-drops-after-revenue-miss-in-fiscal-q4-2024/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletterclick&source=ARNDaily&AccountID=1602304&hash=911682B1C5299366796299454C4A76CB8ACED242879D5C8E3DE967726D839EC371563C48F3E101825FD24CF6087E2E3E420F9432598DABE5C6B155873DC97611
https://d18rn0p25nwr6d.cloudfront.net/CIK-0000040704/068407f4-473b-4a0a-b1d3-0f363aef7c82.pdf

Q: What is a hidden Inflation worse than Higher Rates?
A: Rising Property_Insurance

. - 2

‘It Shut Down The Deal’: High
Multifamily Insurance Rates Threaten
Transactions, Strain Budgets

‘It Shut Down The Deal’: High Multifamily Insurance Rates
Threaten Transactions, Strain Budgets (bisnow.com)

Insurance prices are growing faster for multifamily than any other commercial real estate
asset class, with national operators reporting a 26% rise in insurance costs on average
from 2022 to 2023 and some being hit with 300% and 400% increases.

The rise is most acute in catastrophe-prone regions, especially Texas, Florida and Louisiana.
But multifamily owners and operators everywhere are feeling the pain of high rates, limitations
In coverage, hikes on deductibles and a shrinking private insurance market.

That rapid ascent is expected to continue into 2024, and operators told Bisnow that spiraling
costs could kill deals, reduce returns on investments, force foreclosures and discourage
Investors from even entering the multifamily space. 1


https://www.bisnow.com/houston/news/multifamily/it-shut-down-the-deal-high-multifamily-insurance-rates-threaten-transactions-strain-budgets-122731
https://www.bisnow.com/houston/news/multifamily/it-shut-down-the-deal-high-multifamily-insurance-rates-threaten-transactions-strain-budgets-122731

Q: What is to follow 2024 Hurricane season?
A: Not just even higher rates, but Insurers exiting states (CA too!)

State Farm Expects to Shed 1M Homeowner Policies

State Farm, California’s largest home insurer, expects to cut 1 million stay financially solvent.

The lllinois-based firm, whose trademarked jingle is “Like a good neighbor, State Farm is there,”
expects it won’t be here for a third of its statewide property insurance policyholders by the end of
2028, the San Jose Mercury News reported.

In three years, the company projects its policies to fall to less than 2 million, from 3.1 million

In June, State Farm General, a California unit of the lllinois-based insurance giant, sought to hike
homeowners insurance by a third or more to avoid going broke. This after raising customer rates 20
percent in March.

The firm has asked the Department of Insurance to allow the firm to raise homeowners insurance rates
by an average of 30 percent for homeowners, 36 percent for condominium owners and 52 percent for
renters. 12

State Farm Looks to Shed 1M Home Policies in California (therealdeal.com)
e



https://www.mercurynews.com/2024/09/27/state-farm-projects-dropping-1-million-policies-in-california-over-next-five-years/
https://therealdeal.com/sanfrancisco/2024/09/30/state-farm-looks-to-shed-1m-home-policies-in-california/?utm_campaign=sl-sf-weekly&tpcc=sl-sf-weekly&utm_source=trd-newsletter&utm_medium=email&utm_term=San%20Francisco%20Weekly

Q: What is the next aspect of your life impacted by Property Insurance?
A: HOAs and BBQ Grills on your deckL SECO Community Owners HOA Insurance

»

More and more homeowners associations in Colorado's mountain communities
are rewriting their policies to ban the use of gas grills by residents as insurance
companies increasingly say they won't insure HOAs that allow residents to
use gas grills on their decks or balconies.

"It is going to impact tens of thousands of people who live in condo
associations," said David Firmin, an attorney whose law firm represents some
2,500 HOAs, primarily in the mountains.

He says the move began six to nine months ago as insurance companies began
to look for ways to reduce their risks, especially in high fire zones like
Colorado's mountains. The insurance industry has been reacting in part to the
Marshall Fire and the massive losses caused by the fire, along with the Maui
fire.

"The insurance is really driving this bus." They will either be required to
remove gas grills or they will not get affordable insurance.”

The insurance industry estimates that on a national basis, outdoor grills cause
about 6,000 fires and $35 million in damage every year. Farmers Insurance
estimates that grill fires cost the company $32 million in losses since 2020.



https://www.cbsnews.com/colorado/news/ban-on-gas-grills-colorado-mountain-hoa/
https://www.cbsnews.com/colorado/news/propane-tank-house-fire-douglas-county-home-grill/

Look Deeper into Traditional Economic Metrics... Translate Local

It’s NOT all a g
ggeilf:ﬁﬁ osn Economy “NVIDIA® onomve Al Boom: Nvidia Becomes Most
i BISTATE ) Y- [ Valuable Company in the World
I'bOtS don’t fCEd us, Market capitalization of the highest-valued
public companies in the world”
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® % .Carolina
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Source: Companiesmarketcap.com
What happened to the Energy, Auto, AG - /
i i e & Food-Supply and Transport companies StﬂtlSta s
Visualized: The U.S. $20 Trillion Economy by (Chevron, GM, ADM, BNSF, etc.) 14
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https://www.visualcapitalist.com/us-economy-by-state/
https://www.visualcapitalist.com/us-economy-by-state/

Annual Estimates of the Resident Population for the United States, Regions, States, District of Columbia,
and Puerto Rico: April 1, 2020 to July 1, 2023
April 1, 2020 Population Estimate (as of July 1)
Geographic Area Estimates
Base 2020 2021 2022 2023
United States 331,464,948 331,526,933 332,048,977 333,271,411 334,914,895
Northeast 57,614,141 57,430,477 57,243,423 57,026,847 56,983,517
Midwest 68,987,296 68,969,794 68,850,246 68,783,028 68,909,283
' South 126,268,529 126,465,281 127,353,282 128,702,030 130,125,290
West 78,594,982 78,661,381 78,602,026 78,759,506 78,896,805
Alabama 5,024,294 5,031,864 5,050,380 5,073,903 5,108,468
Arizona 7,157,902 7,186,683 7,272,487 7,365,684 7431,344
California 39,538,212 39,503,200 39,145,060 39,040,616 38,965,193
Colorado 5,773,707 5,785,219 5,811,596 5,841,039 5,877,610
Florida 21,538,216 21,591,299 21,830,708 22,245,521 22,610,726
Georgia 10,713,771 10,732,390 10,790,385 10,913,150 11,029,227
llinois 12,813,469 12,790,357 12,690,341 12,582,515 12,549,689
Indiana 6,785,442 6,789,098 6,813,798 6,832,274 6,862,199
lowa 3,190,427 3,190,904 3,197,944 3,199,693 3,207,004
Kansas 2,937,835 2,938,124 2,937,946 2,936,716 2,940,546
Michigan 10,077,674 10,070,627 10,038,117 10,033,281 10,037,261
Minnesota 5,706,804 5,710,578 5,717,968 5,714,300 5,737,915
Missouri 6,154,889 6,154,426 6,170,393 6,177,168 6,196,156
New York 20,202,320 20,104,710 19,854,526 19,673,200 19,571,216
North Carolina 10,439,459 10,453,812 10,567,100 10,695,965 10,835,491
Ohio 11,799,331 11,798,292 11,765,227 11,759,697 11,785,935
Pennsylvania 13,002,788 12,995,477 13,013,614 12,972,091 12,961,683
South Carolina 5,118,422 5,132,151 5,193,848 5,282,955 5,373,555
Tennessee 6,910,786 6,926,091 6,963,709 7,048,976 7,126,489

Population Metrics — Navigating the Moves! 2020 Census Regions & States.

68.9 million
130.0 million
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Industrial — An important driver of US Eco (Jan ‘25 Risk ahead)

Canadian Rail Strike AVERTED Aug 2024 East-Coast ILA Ports workers Strike now January 2025
CHI & Memphis would have been the 2 MSAs/Rail markets

CHI & Memphis would have been the 2 . .
most impacted. BIG impact to Gulf States with Ports!

MSAs/Rail markets most impacted.
With new contract talks between the International Longshoremen’s

Canada Braces for a Railroad Strike; Association (ILA) and employers the United States Maritime
U.S. Raising China Import Tariffs Alliance (USMX) stymied, a strike, or other industrial action, in
Bu Paul Page October seems increasingly likely.

This would put severe pressure on Asia-US west coast terminal
capacity, with spot rates expected to surge on the tradelane, unless
there is a breakthrough in the ILA/USMX contract negotiations.

Canada Seeks Ruling on Mandatory Shipments

During Potential Railroad Strike - WSJ

Transpacific Spot Rates Rise Amid Looming U.S. Port Strike Threat (gcaptain.com) 16



https://www.wsj.com/articles/canada-seeks-labor-board-ruling-on-potential-railroad-strike-20dfce66?mod=djemlogistics_h
https://www.wsj.com/articles/canada-seeks-labor-board-ruling-on-potential-railroad-strike-20dfce66?mod=djemlogistics_h
https://gcaptain.com/transpacific-spot-rates-rise-amid-looming-u-s-port-strike-threat/?subscriber=true&goal=0_f50174ef03-c1d39bdbd0-170292166&mc_cid=c1d39bdbd0&mc_eid=1105e45bbe

PORTS & ILA Strike — Oct Risk pushed to Jan 2025 — Why?

Port worker strike: Which ports are affected? ‘New Orleans, which handles
While any port can handle any type of goods, some ports specialize in handling goods COffe?’ mamly from South :

' America and Southeast Asia,
various chemicals from Mexico
and North Europe, and wood

PORT STRIKE LOCATIONS products such as plywood from
Asia and South America.

*\f g | NEW YORK -",l\f
BOSTON Hurricane Milton impacting Tamp,
JAX, Savannah, Charleston.

for a particular industry.
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Map of ports affected by strike, product impacts and updates | FOX 5 New York (fox5ny.com


https://www.fox5ny.com/news/ny-nj-east-coast-port-strike-2024-dockworkers-products-map-ila

Industrial — Rail Connectivity in South is a big deal (BNSF & CSX in TN)

. .. . CSX System Map
CSX is critical to our SE Economy and Supply-Chain? e T AR,

CSX (N ASDAQ;CSX) , @a major railroad, seems poised for ;‘”;“.‘.:.‘ii’.:;:;'gi’:’i:‘.:l’l;ﬁi":i:t e s T
growth, both short-term and long-term. This is our

first writing on the railroad, but one of others written e
about U.S. Class Is. The railroad comes with a rich and U gl s el A s g i
long history, a storied one, beginning as America's first I+ — R

railroad, the Baltimore & Ohio (B&O).

A look at the map for CSX easily outlines the
importance of several major service regions including
Chicago, Baltimore, the Southeast and New England. A A 4 VT TR A
significant portion of upgrades in the works are W ‘ ¥ - o ;‘;
expensive short in length projects. One, the Howard ' R ' > o
Street tunnel, 1.7 miles in length under the City of
Baltimore, when finished, opens doors for double
stack freight reaching the Port of Baltimore.

—

CSX StOCk. EXDeCt ShOFt And LOng'Term GFOWth (NASDAQ.CSX) | Seeklng Alpha == CSX RAIL SERVICE : CSK‘CPEGJ-TN:\I-GREEHENT EHORT LINE PARTNER A e

Letmfcustomer s/imags/csx - system-mag/ Page 1 of 18



https://seekingalpha.com/symbol/CSX#hasComeFromMpArticle=false#source=section%3Amain_content%7Cbutton%3Abody_link
https://seekingalpha.com/article/4720066-csx-expect-short-and-long-term-growth?mailingid=36679933&messageid=2800&serial=36679933.2921&source=email_2800&utm_campaign=rta-stock-article&utm_medium=email&utm_source=seeking_alpha&utm_term=36679933.2921

LMI (Best Logistics Metric): LMI = Logistics Mangers Index

Fort Collins, CO:

The Logistics Manager’s Index reads in
at 56.4, down slightly (-0.1) from July’s
reading of 56.5. The overall index has
now increased for nine consecutive
months. The index has been remarkably
consistent, reading in at 55.6, 55.3, 56.5,
and 56.4 over the last four months as the
logistics industry has continued its slow,
steady expansion. The major move of the
August report are Inventory Levels, which
are up (+6.1) to 55.7. This suggests that
after running inventories down, firms
are building them back up again in
anticipation of Q4

LOGISTICS MANAGERS'
INDEX

LMlI
August 2024 Logistics Managers' Index - LOGISTICS MANAGERS' INDEX (the-Imi.com)

61.4
565 = 556553565564
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https://www.the-lmi.com/august-2024-logistics-managers-index.html

What to Worry About? US Deficit Spending update — Interest on debt doubles in FY 2024

Federal Budget: Where Does The Money Go?

In the government's fiscal 2024 ending in October, the U.5. will spend more than a trillion dollars on

A Record $1.2 Trillion Interest
- interest payments on the national debt, as larger budget deficits and rising interest rates make interest
Payments Are BlOWIng Up payments more burdensome. The majority of the government's expenditures are on healthcare, Social

Security benefits, and the military in a distant fourth.

The Federal Budget

51T

51.5T

ha..%\‘ 3 $1.5T
51.2T

i\“-é"'.v
$1 BILLIOI o
PER DAY JUST $817.88
ON INTEREST
ONTHE
NATIONAL DEZ! g 5008

Department of Social Security Interest on the Department of Everything else
Health and Human Mational Debt Defense, military
Services (Medicare programs

and Medicaid)

A Record $1.2 Trillion Interest Payments Are Blowing Up The Federal Budget (investopedia.com) 20



https://www.investopedia.com/why-interest-payments-are-blowing-up-the-federal-budget-8712197#:~:text=The%20U.S.%20government%20will%20spend%20a%20record%20%241.2,payments%20in%202024%2C%20the%20highest%20amount%20ever%20recorded.

Household Debt - like US Deficit Spending, it’s Unsustainable!

HOUSEHOLD

DEBT AND CREDIT

15
RESEARCH AND S5TATISTICS GROUP

Aggregate household debt balances increased by
$184 billion in the first quarter of 2024, a 1.1% rise
from 2023Q4. Balances now stand at $17.69
trillion and have increased by $3.5 trillion since
the end of 2019. ?
Mortgage balances ncreased by $190 billion during

the first quarter of 2024 and stood at $12.44 trillion

at the end of March. Balances on home equity 6
lines of credit (HELOC) increased by $16 billion,

the eighth consecutive quarterly increase after

2022Q1. Credit card balances are now at $1.12 3
trillion outstanding and remain 13.1% above the
level a year ago. Auto loan balances increased by
$9 billion, continuing the upward

trajectory that has been in place since 2020Q2, and
now stand at $1.62 trillion.

12
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Total Debt Balance and its Composition
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.=z DepositAccounts Banks & TX Ratio - Evaluate Financial Health of Your Bank

lendingtree

] ] Best and Worst Banks and Credit Unions by Texas Ratic
Bank Failure History o , , N
Show the riskiest v banks v| in | any state ~| with assets of | $1 billion + v
180 $600,000
157
et $548,639 $500,000 o Bank or ( Headqua T
»n 140 140 c
E 120 5400 000 _9 Carter Bank & Trust Martinswille, VA 68.55% %4.55 billior
> I =
E 100$373,589 92 £ Citizens Bank and Trust (FL} Frostproof, FL 53.26% $1.31 billior
Jréu %0 $300,000 4§ Summit State B Santa Rosa, CA 3052 $1.08 billio
S; 60 51 SZO0,000 E Patriot Bank (CT) Stamford, CT 25.78% %1.07 billior
T 40 -g Century Bank (NM) Santa Fe, MM 22.72% %1.43 billior
20 3 & 13 S (= Blue Ridge Bank The FED and bank Martinsuie va 22074 $3.05 billior
0 2 I I ﬁ 2 g o = & 002 SO Bank of Washington | i Washington, MO 22.02% $1.07 billior
~ 00 @ O H N M S N W~ OO H N m - reguatorsaretrylng '
S 8833835333333 8 Pioneer Bank (NM) Roswell, NM 21.89% $1.03 billior
Citizens Bank (W!) Mukwonago, WI 17.94% %1.09 billior
B Number of Failed Banks Total Assets of Failed Banks - S "SlOW burn” on CRE o ) o S
st Bankers Trust Company Quincy, IL 7.9% 51.171 billior
Liberty Savings Bank to aVOId d repeat Of Wilmington, OH 17.55% $1.23 billior
Texas Ratio Meridian Bank 2008-2012 with 485 Paoli, PA 17.26% $2.29 billior
Developed at RBC Capital Markets, the Texas Ratio is a (BB Basik bank failures. Russeliville. AL . $2.55 bllior
straightforward and effective way to determine the overall credit ... cni e — - I
troubles experienced by financial institutions. It is determined by ... ..cou 2an R - £1.10 biliar
comparing the total value of at risk loans to the total value | .ireeaon I . <112 billior
of funds the bank has on hand to cover these loans.. . Fort Lee 11 — 4281 bilir
For example, a bank with $65 million in at risk loans and $72 Gulf Coast Bank & Trust Co New Orleans, LA 15.45% $3.21 billior
million in cash on hand to cover those loans would have a Texas ;.. e e san —— £2.93 billior
Ratio of $65mm / $72mm, which is 90.3%. This figure is e Ogden, UT N P
approaching the 100% threshold, which is considered very risKY. soree: national sane The Woodiands. TX R e e 22

e
Bank Financial Health Ratings, Trends and Texas Ratios | Check Your Bank (depositaccounts.com)
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CRE Loan Delinquency & Loss-Given-Default are Concerning — Office 11.8% / 64%!

Trepp Aug 2024 Loan Workout ratio by Property Type - Office highest at 11 8% vs <3% 2022

TABLE 2: SPECIAL SERVICING RATE BY PROPERTY TYPE CMBS 2.0+

PROPTYPE AUG-24 JUL24 JUN-24 3MO. EMO. 1Y¥R.

ndustrial ~ 0.30% = 020% = 023% 031% 031% 0.22%
Lodging 736% | 727% | 722% | 77%% | 6.82% | 6.95%
Multifamity 571% = 5.11%  517%  543% 222% 355%

@e 1@ 121%  10.78%  10.47% | 9.97% | 743%
MixedUse | 9.79%  9.12% 953% 912% 556%  703%
Ratail 10.40% @ 1035% @ 10.23%  10.28%  536% & 9.46%
Overall 834% B18% B10% BO08% 703%  6.44%

Sowrce: Trepo

Industrial has lowest rate of loans in “Special

Servicing” /Workout at 0.30% vs Office at highest (11.8%);
Industrial has lowest losses when a loan goes bad with a
LGD of 37.63% vs Office now at 63.69%.

Trepp Year-End 2023 LGD by CRE Property Type - Office 63.69%

CMBS Loan Loss Severities
by Property Type - YTD Nov. 2023*

Floans Bal Last App  Proceeds Lass Liss

Smin  ValSmin  Smin Smin  Severity %

Retail 55 142421 2090685 79843 72283 50.75

bioel 33 _RAER 75408  1SAS1 49,71
M 22843 15340 16816 @

Multifamily AL 55,60 00 1672 35.04

Mixed Use 6l Bh 5307 4167 046 B318

Indusarial z 20,00 2740 1514 753 3763

TOTALS 126 2A37.06 363579 130981 1792521 5E65

" Chady loans with fosses=2%
Sowree: Trepp Tnr. 23




Office & Remote Work - Office will need to RESET Occupancy and NOI Assumptions

Peak day office occupancy on Tuesday rose six tenths of a point last week to 61.2%. The average low was
on Friday at 33.2%, the same as last week.

The weekly average occupancy held steady at 51.4%, up less than one tenth of a point from last week,
according to the 10-city Back to Work Barometer.

K TO WORK BAROMETER 1072

September 26, 2024 - October 2, 2024

BAROMETER THIS WEEK Lowest Occupied Day of Week Highest Occupled Day of Week
Austin metro A38% 2%
| v
Houston metro A23% nes
-
Chicago metro 299% 5%
-~
Dallas metro nes s8.2%
Philadelphia metro B 9.5 -~
: e New York metro ™ AN,
At o Top 10 Average nne ® 012%
- - - -
51.9° 52.0° 51.3° 51.4° Nuw Yock metre v D.C. metro N8N 7% This past week, the
- lowest day on average was
0.3% w Los Angeles metro 0% 55.8% FRIDAY, show an th left
e e side of the chart and the
Washington D.C, metro I3h W Philadelphia metro 200 514% \ B
Nohest diy on average wis
- San Francisco metro 255% 195% TUESDAY, ghown on the
nght side of the chant
Average of 10 51.3% 5145 005 & San Jose metro 281% 181%
Kastie customens are i moee thas 2500 bulbdings in 138 aitfes. 706 S0 0mens (efects 5a 00 oF K357 6 200800 Lommos Yom e g D5, veraged weskly. 11 sumasies 0% 25% 50% 5% 100%
OO weekiddy TARTIg 200055 SCLFATY 2TONg Oof DUS 1e0s PEItrers, 1ot & t v
Kastle Systems - Data Assisting in Return to Office Plans 24



https://www.kastle.com/safety-wellness/getting-america-back-to-work/?utm_campaign=Occupancy%20Request&utm_medium=email&_hsenc=p2ANqtz-8lNeviLPS5LcsvwbX8jifXt2gvOEg30gDYHgZRnmcf2HxbI_5TJP707LSW_k9G5Uk6ywAr9i9QgHApHTK6LNu1_TP6EA&_hsmi=328167810&utm_content=328167810&utm_source=hs_email

Small-Box Retail Apocalypse — Drug Stores, Branch Banks, Dollar Tree

Walgreens Cut to Junk By Moody’s
Walgreens downgraded two notches
to second-highest junk rank

The Dow is weighted based on the share
prices of its components, not on each
company's overall market value.
Walgreens joined the Dow in 2018,
replacing industrial conglomerate General
Electric. Since then, the stock has lost
about 65% of its value.

Walgreens has appointed new top
executives, shuttered unprofitable stores
and unveiled the dividend cut in January as
it deals with low consumer spending, a
drop in COVID-19 product sales.

Shares of Walgreens trade at a forward
price-to-earnings ratio of 6.54, compared
with 9 for larger rival CVS Health (CVS.N),
opens new tab.

A 6.54 PE translates to a 15% Cap Rate

Walgreens (WBA) Credit Rating Cut to Junk By Moody’s
on Healthcare Strategy Push - Bloomberg

“Small-Box”
Apocalypse.

Why Walgreens Boots Alliance
Fell Another 22% in August

By Billy Duberstein — Sep 5, 2024 at 6:30AM

KEY POINTS
Walgreens had to refinance debt at much higher interest rates.
The company also divested a large asset.

More precarious was news of more drug companies going direct-to-consumer.

Dollar Tree to Close 1,000 Stores
in Bid to Shore Up Profits

Dollar Tree (DLTR) to Close 1,000 Stores in Bid
to Shore Up Profits - Bloomberg

(Reuters) -Dollar Tree swung to a quarterly
loss on Wednesday after the retailer took
an over $1 billion goodwill impairment
charge, as it plans to shut nearly 1,000
stores.

The impairment charge translates to
$1,000,000 per store or $125/sf for average
store size.

Dollar Tree posts quarterly loss, incurs over $1
billion in charges on store closure plans (msn.com)
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https://www.bloomberg.com/news/articles/2024-03-13/dollar-tree-to-close-1-000-stores-in-bid-to-shore-up-profits
https://www.bloomberg.com/news/articles/2024-03-13/dollar-tree-to-close-1-000-stores-in-bid-to-shore-up-profits
https://www.msn.com/en-us/money/companies/dollar-tree-posts-quarterly-loss-incurs-over-1-billion-in-charges-on-store-closure-plans/ar-BB1jOLVm
https://www.msn.com/en-us/money/companies/dollar-tree-posts-quarterly-loss-incurs-over-1-billion-in-charges-on-store-closure-plans/ar-BB1jOLVm
https://www.bloomberg.com/news/articles/2023-12-11/walgreens-cut-to-junk-by-moody-s-amid-healthcare-strategy-push
https://www.bloomberg.com/news/articles/2023-12-11/walgreens-cut-to-junk-by-moody-s-amid-healthcare-strategy-push
https://www.reuters.com/markets/companies/CVS.N
https://www.reuters.com/markets/companies/CVS.N

CONCLUSION: Forecast the Unexpected

Look Beneath the Surface of Expect and Plan for the
Traditional Eco. Metrics: UNEXPECTED — Have a Plan B!

e GDP - Translate Local * ILA Port Strike deferred to January

e Inflation — NOT CPI but * Supply-Chain Passage Disruption —
Earnings reports (10q) Suez Canal, Panama Canal, etc.

e Jobs— ADP & JOLTS vs BLS * Transportation hick-ups Mid-East is
for early signs of Job blowing up impacting Suez Canal.
Weakening East-coast Labor Union Strike ahead,

Port of Baltimore disaster.
What is your Plan B?

 Elections—US in Nov 2024

e Capital & Debt Markets Dysfunction
- What if fewer rate cuts & only 1 in
Sept. ReFi Risk at Maturity? What’s
the value of the Office Bldg. or
Retail Box?

KCnomics Recommended
Economic Navigation Signs.

US Deficit and Household Debt —
Unsustainable and fueling BRICS

NOT the Nvidia Economy — We do more
than Al. Food, transportation, housing, etc.
needs drive > $3 Trillion Nvidia economy.

Population Migration UHaul, PODS. MW
and South.

SAHM Rule & CAPE Ratio
ABI — Architects Billing Index

SOFR = Overnight Borrowing Rate vs 10-Yr
Tr. It’s >5.3%. SOFR drives Construction
Loans & Lending!

LMI - Logistics Mangers Index.
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KC Conway, CCIM, CRE, MAI

W
KCnomics, LLC

35 years oomemercial real estale expenence (30 prvale industny; § within Federal
Reserve sysiem 2008 2010). cumendy available for consuling, speaking & itigation

support.

6] sinos 198%; Counselor of Real Eskade | CHE designabon) sinoe 2009, and C0IM
designes in 2000

Founder and Principal of KCHomics (Ociober 2023 1o preseni). KEikcnomicslic com
wiith compary profile ad was koncmicsllo com

LUIM Instfule Chiel Eoonomist (2017 o A0E23]

Independent Dwrsscicr, Monmouth MRS [Sept 2018 1o pressent ). MBENC Coimi 15 a 1op
performing indistnal REIT specializing in Logistics HO in Holmdel, MJ - cheds out Fall
200 REIT magazne for Monmouth MEEIC profile and Fesiong)

Frior - Drecion of Researoh and Corporats Engagement at &L Cenber jor Real Estabe
{ALCRE | al Cubverhicu=e Collsge of Busness, Universiy of AL {Oct 2017 - Ol 2020

Lhiled Appraser & Br. Markel Inklkgence Citicer Sun Trest Bank 2014-2097F.

U] Economist Colbers: | Unibesd States 201021014 and author of Mo Amencan Port,
Imdusinial ard Office CDutiook repors 20122014,

2007 recipeend of The aporasal Insineie’s Prescdent’s davard

200 recipient of "Rey Player™ Award fom the Allania Federal Reserse.

2010 recipient of “Supssriorn Comiributcons” Awand by the HFIEC - Federal Financial
Ireshitulicins Examination Cowmncl

URE Hisk Specialby Uficer < MY FED dunng Fnancial Gnss 2008-2010.

Sricded Federal Resene’s Board of Goeemons & Chaiman Beamanke in Juns 2007 on
e oorming real sstats onsis

Nationally recognzed pss and Speaker on & wids mngs of commercial neal eshts
fiopics ranging from apprassal and bank reguiabon b poris and securbeaton

EXNPEM WRNESS IN PROminen Cases.

Irestrucior and requenty requesied speaker b Gank requlaiong enirkes, oademic,

prolessional crganzabons and indusiy associatons, sudh a5 e Apprasal Inshabes
Lounssors of Real Estate, CCIM, APTC, IC50, MR, MOS, RLI FMA, S0, ULL as

vzl as bank reguialory agsnoes.

Specialies: Eoonomic Forecasting, Real Estabs Consuting and CHE Waluahons, Market
Shedes and Research Analyses, Porfs & Logstcs expertiss - avalable for spasaking of

pres=nlabons af indusiry conferenoess f \

Banking regulation re: Commescal Real Estaie and Bank Stress Testing. EmaiI:

Property Tax Appeal and Litigation Support (expert witness experisnoe ). KCMA|CRE@gmai|_com
KC@KCnomicsllc.com

Cell:
678-458-3477
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