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1. OVERVIEW OF THE
U.S. AND CT ECONOMIES:




* THE GOOD NEWS IS THAT ECONOMIC RECOVERY HAS
BEEN REALIZED AFTER ONE OF THE WORST RECESSIONS
DATING BACK TO WWII”....|
...but this isn’t your father’'s economy recovery!




TWO KEY QUESTIONS:

) THE U.S. ECONOMIC RECOVERY WILL BE SIX YEARS OLD THIS COMING
SUMMER ACCORDING TO NATIONAL BUREAU OF ECONOMIC
RESEARCH (NBER), WITH MOST ECONOMIC INDICATORS NOW
POINTING TO “POSITIVE BUT MODERATE"” ECONOMIC GROWTH.

) Q1. HOW DOES THIS RECOVERY COMPARE TO PRIOR EXPANSIONS,
SEPARATING THE HARD DATA FROM THE HYPE?

) Q2. WHAT ARE THE PERCEPTIONS ABOUT THE CURRENT EXPANSION?




U.S. BUSINESS CYCLE EXPANSIONS
AND CONTRACTIONS, 1945-PRESENT

“The current recovery will be 6 years old this coming summer, besting the
length of avg. postwar expansion rs). The prior contraction was longer than

average at 18 months.”.

RECOVERY PERIOD EXPANSION PRIOR

CONTRACTION
OCT45-NOV48 37 8

OCT49-JULS53 45 11

MAY54-AUGS57 39 10
APR58-APR60 24 8
FEB61-DECG9 106 10
NOV70-NOV73 36 11
MAR75-JANSO 58 16
JUL80-JULS81 12 6
NOV82-JUL90 92 16
MAR91-MARO1 120 8
NOV 01- DEC 07 /3 8
JUN Q9 - 7?7?77 ) 18

AVERAGE LENGTH 58 11

SOURCE: NATIONAL BUREAU OF ECONOMIC RESEARCH




Q: HOW SATISFIED ARE YOU WITH THE
STATE OF THE U.S. ECONOMY?

JAN 2015 NBC News/WSJ Poll

VERY SATISFIED . 6 %

SOMEWHAT DISSATISHED 31 90 EVEN THOUGH THE NATION
HAS REALIZED FULL JOB
RECOVERY AS OF MAY 2014,
THE PERCEPTIONS ABOUT
SSA 0 THE U.S. ECONOMY ARE FAR
VERY DI Ul=AI=D 23 % MORE TENUOUS. TODAY, 54%

OF US ARE DISSATISIFIED TO
SOME EXTENT WITH THE

0 CURRENT EXPANSION, WITH
UNSURE | B! 45% BEING SATISFEIED TO
VARYING DEGREES.

0% 20 % 40 % 60 %
SOURCE: NBC News/WSJ Poll, January 2915. N=800 adults nationwide. Margin of error £ 3.5%.




Q: HOW WOULD YOU CHARACTERIZE
YOUR OWN FINANCIAL SITUATION?

JAN 2015 NBC News/WSJ Poll




"PUBLIC FAITH IN CONGRESS HAS BEEN FALLING
STEADILY, REACHING A HISTORIC LOW IN 2014”

Confidence in Congress IN EARLY 2015. POLLS SHOW

_—r i g g N g g THAN CONGRESS HAS AN

b A "great deal” and "quite a lot” of confidence APPROVAL RATING OF JUST 16%.
THE POLLS SHOW THAT THE TOP
THREE WORDS USED IN
DESCRIBING OUR NATION ARE:
“‘DIVIDED”, “RECOVERING” AND

"TROUBLED".

10 .
KEY QUESTION: IF YOU HAD A 7% APPROVAL RATING, ™>
WOULD YOU STILL HAVE A JOB?
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GROSS DOMESTIC PRODUCT
VS. BUSINESS PRODUCTIVITY

(SAAR % CHANGE, 200701-201501)

GENERALLY SPEAKING, REAL GDP GROWTH IS
TIED TO BUSINESS PRODUCTIVITY, MEANING
PEOPLE AND TECHNOLOGY WORKING HARDER!

.0%
4.8%
%
3.1% % Y 0%
6867 27/25/
2.0 % 20/
18/ 6% 1.65 8/ 1.8%
1.0% ’
9"/% 1/ 0.2%

-0.5%

o - .

0 o % %

NEW 102015 DATA SHOWS THAT REAL GDP ROSE
AT A SEASONALLY ADJUSTED ANNUALIZED RATE
OF JUST 0.2%.
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SOURCE: U.S. Bureau of Economic Analysis




DATACORE ASSESSMENT OF THE U.S. ECONOMY:

“Subpar Growth in 2015.”

"The good news is that the current U.S. expansion will be six
years old this summer, slightly longer than the average
post-war recovery of five years. Despite all the rhetoric and
cheerleading, the domestic economy grew just 2.4% IN 2014, a
half a percent below our long-term average. The economic
fundamentals clearly argue for continued growth this year, but
once again argue for below-average expansion. Importantly, the
traditional tools for stimulating the domestic economy-
monetary and fiscal policy- have either been exhausted, or are
politically unpalatable as of 2015.

BOTTOM LINE:

With little means to stimulate the U.S. economy, the overall
economy iIs poised for just modest, below-average, real GDP
growth in the 2%-2.5% range!




1HE
CONNECTICUT ECONOMY:




DATACORE ASSESSMENT OF THE CT. ECONOMY :
“Positive Growth in 2015, But Lagging the
U.S. Averages in Most Key Areas”

" On the plus side, the CT economy has, in fact, been
growing! However, we've only been growing at roughly
HALF of our long-term growth rate. While the U.S. Economy
has realized full job recovery as of mid 2014, CT has
recovered only 78% of our jobs as of March 2015.

BOTTOM LINE:

“The CT economy clearly has some positive momentum
heading into 2015 and is likely to post gains in the 1%-1.5%
range , but remain well below its long-term average annual
growth rate of about 2.5%. DataCore Projection: Moderate

job gains of between 15,000 and 18,000 in 2015 on an
average annual basis, for a gain of about 1%.




FARMINGTON BANK
BUSINESS BAROMETER

(==1=15)

COINCIDENT INDICATOR OF ECONOMIC ACTIVITY
WITHIN CONNECTICUT

FORMED FROM THREE STATEWIDE SERIES:
- MANUFACTURING PRODUCTION

- NON-MANUFACTURING EMPLOYMENT

- REAL DISPOSABLE INCOME

RELIABLE BAROMETER WITH RESPECT TO THE
MAGNITUDE AND DIRECTION OF OVERALL
ECONOMIC EXPANSION

This report is published by DataCore Partners, LLC. The content, opinions and views in this publication are those of Don

| FARMINGTON BANK




FARMINGTON BANK BUSINESS BAROMETER

(YEAR OVER YEAR % CHANGE)

9% CHANGE- YR/YR (1970Q1-2015Q1)
1

THE FBBB IS NOW SHOWING THAT THE CT.
ECONOMY IS POSTING POSITIVE, BUT BELOW
4] AVERAGE GAINs.
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This report is published by DataCore Partners, LLC. The content, opinions and views in this publication are those of Don
Klepper-Smith, Farmington Bank’s Economic Advisor, and are not intended to provide specific advice or recommendations - [
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nt The Connecticut economy grew 0.7% in 2014
after revisions, and is expected to see growth of
1.5%- 2.0% in 2015, still well below our long-term
average annual growth rate of 2.5%.
0
0.0
[ IFBBB EREAL GDP
0

FBBB-0.33.82.44.14.62.71.21.31.24.06.42.72.54.94.00.93.23.00.20.71.22.41.91.74.11.22.91.61.00.12.50.42.61.40.23.50.40.71.01.40.71.5
REAL GDP-0.60.25.44.65.63.10.32.51.94.57.24.13.53.24.13.61.90.23.42.94.12.53.74.54.44.84.11.11.82.53.63.12.71.90.33.12.51.92.81.92.42 .5

0 e:DataCore Pa & 0 erce pep

ote: Rertle 3 0 DEIHRE 0 oreca B el

gton Baris Economic Advior,ad ar o ntnced o provd speifc sice o recammencationsforanynchidul C FARMINGTON BANK

professional adviso egard to yo dividua ation. © 20 DataCo



A Al 9p A 0/74-2(
O 0 A
0.0
CT’'SBROADEST MEASURE OF CONSUMER SPENDING
POWER HASRISEN AN AVG. OF ABOUT 4%-6%/YR DURING
G.U PRIOR CONOMIC RECOVERIES.
TODAY, IN RECOVERY THUSFAR, RDI HASL AGGED PRIOR
= RECOVERIES. 2014 RISE: +0.7%!, 2015 FCST: +2.0%
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% CHANGE IN TOTAL NON-FARM JOBS
AVERAGE ANNUAL DATA 2013-2014
REVISED RANKINGS FOR ALL 50 STATES

3.83%

X
; T
. 2.'&'; b 4

210

NEW BLS DATA SHOWS
THAT CT. RANKED 44TH IN
THE U.S. IN 2014 JOB
GROWTH, CLIMBING A
MILD 0.8%, RANKING 5TH
OUT OF ALL 6 STATES IN
NEW ENGLAND! (nhote: New
England States in dark blue,
CT in red!.

CT
ME
-0 43%

 I—

0.00% 1.00% 2.00% 3.00% 4.00% 5.00%

Source: Bureau of Labor Statistics, Revised 3/15 BL S Benchmarks



CONNECTICUT AVERAGE ANNUAL TOTAL NON-FARM

EMPLOYMENT LEVELS, (THOUSANDS, 1980-2015)
1,800

2015 ISPROJECTED TO SEE BETWEEN 15,000-18,000 NEW JOBS ON AN AVG
ANNL BASIS, REPRESENTING A MODEST STEP UP IN GROWTH OF ABOUT
1%, STILL BELOW THE AVG. ANNUAL GROWTH RATE OF 1.2% SEEN
BETWEEN 1960 AND 2013. 2014 GAIN:+0.8% . 2015 PROJECTION: +1.0%.

STRUCTURAL CHANG
M| i || |‘
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Source: BLS
2015 Projection from DataCore Partners LLC




2. THE OUTLOOK
FOR INTEREST RATES:




ASSESSMENT:

) GOING FORWARD, INTEREST RATES WILL BE DETERMINED BY
INFLATIONARY PRESSURES, MONETARY POLICY, AND SUPPLY AND
DEMAND FOR MONEY IN THE MARKETPLACE.

) TODAY, THE PRIMARY AND MOST COMMON GAUGE FOR MEASURING
INFLATION, THE CPI-U, ROSE JUST 1.6% IN CALENDAR 2014 AND IS
NOW DOWN 0.1% ON A YTD BASIS AS OF MARCH 2015.

FOR ALL INTENTS AND PURPOSES, THE NEAR-TERM PICTURE FOR
INFLATION IS RATHER BENIGN, WITH A CONCENSUS OF 2% GAINS
BEING LIKELY FOR THE CPI-U.




JAN 2015 CBO INFLATION PROJECTIONS

U.S. CONSUMER PRICE INDEX (CPI-U)

INFLATION AS MEASURED BY THE U.S. CONSUMER PRICE
INDEX FOR ALL URBAN CONSUMERS (CPI-U) IS PROJECTED
TO BE IN THE 2%- 2.5% RANGE ANNUALLY FOR THE FIVE

YEAR PERIOD BETWEEN 2015 AND 2019.

JAN2015 CBO
FORECAST
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!ﬁlll&lé!ll!ﬁ&!ﬂ!ﬂ!ﬁ!!&!&&&&&H&&M&M&E
2424

T B S sl Do S A A 1A s St e A e e oA e B

SOURCE: U.S. DEPT. OF LABOR CPI-U

NOTE: ACTUAL DATA THROUGH 2014, PROJECTIONS START IN 2015




DATACORE
INTEREST RATE OUTLOOK

“ SINCE THERE IS STILL LITTLE APPETITE FOR ANOTHER FISCAL
STIMULUS PACKAGE IN THE U.S., IT IS DATACORE'S VIEW THAT
THE FEDERAL RESERVE WILL CONTINUE TO SUPPORT AN
ACCOMMODATIVE MONETARY POLICY GIVEN THE ABSENCE OF

“TANGIBLE INFLATION". THIS MEANS THAT THE FED
ISN'T LIKELY TO HIKE INTEREST RATES ANYTIME

SOON. MOREOVER, WHEN THE FED EVENTUALLY

DECIDES TO TIGHTEN , ANY INTEREST RATE
INCREASE IS LIKELY TOBEA "MILD TO
MODERATE” GIVEN CURRENT THE CURRENT
INFLATION PICTURE AND OVERALL ECONOMIC
FUNDAMENTALS ".




3. SECTORAL ANALYSIS:
THE U.S. AND CT. HOUSING
MARKETS:




TOTAL U.S. HOUSING STARTS ARE
milionsof iy REBOUNDING NICELY:

TRACTION IN THE DOMESTIC HOUSING MARKETSISINEXTRICABLY
TIED TO TRACTIONIN THE U.S. LABOR MARKETS. 1.0 MIL UNITSIN 2014.
FORECAST:1.08 MIL UNITSIN 2015. LONG-TERM AVERAGE: 1.44 MILLION
UNITS. HOUSING STARTSARE PROJECTED TO RISHE®% IN 2015.

2015 FORECAST

AHEALTHY
I‘ | || +8% RISE!

8051625364 85 66 7 69 69 091 92 93 4 95 96,97 56.99 00 0102.0304 05 05,07 09,09 1011 12 1314 15

Sour ce: Dept of Commer ce, DataCore Partners LL C, forecast beginsin 2015




CT. SINGLE-FAMILY HOME PRICES

BY COUNTY, 2013 VS. 2014

RANK ORDERED ON % CHANGE

2013

TOLLAND

NEW LONDON

WINDHAM

NEW HAVEN

HARTFORD

FAIRFIELD

MIDDLESEX

LITCHFIELD

SOURCE: WARREN GROUP

$220,000

$222,500

$163,000
$225,000
$221,500
$490,000
$265,000

$230,000

2014

$220,000

$219,500

$159,900
$219,000
$215,000
$475,000
$254,000

$219,800

% CH

0.0%
-1.4%
-1.9%
-2.7%
-2.9%
-3.1%
-4.2%

-4.4%




CT. SINGLE-FAMILY HOME SALES
BY COUNTY, 2013 VS 2014

RANK ORDERED ON % CHANGE

2013 2014 % CH

WINDHAM 859 959 11.6%
MIDDLESEX 1,237 1,376 11.2%
NEW LONDON 1,937 2,029 4.8%
TOLLAND 1,137 1,172 3.1%
LITCHFIELD 1,559 1,586 1.7%
HARTFORD 6,664 6,577 -1.3%
NEW HAVEN 5,338 5,165 -3.2%
FAIRFIELD 7,188 6,796 -5.5%

SOURCE: WARREN GROUP



CT. SINGLE-FAMILY HOME PRICES
BY COUNTY, YTD 2014 VS. YTD 2015 (4/15)

RANK ORDERED ON % CHANGE

NEW LONDON

FAIRFIELD

NEW HAVEN

HARTFORD

LITCHFIELD

TOLLAND

MIDDLESEX

SOURCE: WARREN GROUP

YTD2014

$198,000

$439,500

$200,000
$200,000
$211,500
$216,600

$254,500

YTD2015

$203,289

$439,000

$198,000
$197,000
$205,000
$209,900

$245,000

% CH

2.7%

-0.1%

-1.0%
-1.5%
-3.1%
-3.1%

-3.7%




CT. SINGLE-FAMILY HOME SALES
BY COUNTY, YTD 2014 VS. YTD 2015 (4/15)

RANK ORDERED ON % CHANGE

YTD2014 YTD2015 % CH

LITCHFIELD 360 413 14.7%
WINDHAM 229 258 12.7%
FAIRFIELD 1,538 1,706 10.9%
NEW HAVEN 1,281 1,419 10.8%
NEW LONDON 496 o941 9.1%
MIDDLESEX 320 339 5.9%
TOLLAND 264 275 4.2%
HARTFORD 1,564 1,574 0.6%

SOURCE: WARREN GROUP



CT. NEW HOUSING STARTS AS AUTHORIZED
(000 of units) w

TRACTION IN THE CT. HOUSING MARKETSISINEXTRICABLY TIED TO
TRACTION IN THE CT. LABOR MARKETS. 5,300 UNITS IN 2014, WELL
BELOW THE AVG. ANBIL FIGURE OF 8,00QLINITS. 2015: 5,800; 2016: 6,000.

14.00

2015-16 FORECAST:
CONTINUED GAINS

0 10 11 12 13 14 15 16

0.00
90 9152 93 94 95 9 97 98 99 00 01 02 03 04 05 06 07 ¢

Sour ce: DECD, DataCore Partners LL C, forecast beginsin 2015




IT ALL BOILS DOWN TO
ONE WORD:
CONFIDENCE!




CONSUMER CONFIDENCE
U.S. VS. NEW ENGLAND, JAN 88- APR 2015

CONSUMER CONFIDENCE INDICES (85=100)

N.E. CONSUMER CONFIDENCE FOR THE FIRST FOUR MONTHS OF 2015 HAS BEEN
STEPPING DOWN, AND IS LAGGING PRIOR RECOVERIES.

JUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNUNN 14
188/89/90 9192 93194 959697 9899 0001 02/03 0405/ 06 07|08 09 10/11/12|13

NEW ENGLAND CONFID. U.S. CONFIDENCE
SOURCE: CONFERENCE BOARD




SUMMARY AND CONCLUSIONS:

THE HOUSING RECOVERY LOOKS TO STAY ON TRACK IN 2015, BOTH
AT THE NATIONAL AND HERE IN CONNECTICUT. EXPECT POCKETS OF
STRENGTH AND WEAKNESS AT THE LOCAL LEVEL AS SUPPLY &
DEMAND FACTORS VARY GREATLY.

KEEP IN MIND THAT “ANY TRACTION IN THE LOCAL HOUSING
MARKETS IS INEXTRICABLY TIED TO THE HEALTH OF THE LOCAL
LABOR MARKETS”. THEY GO HAND IN HAND! CONNECTICUT'S LABOR
MARKETS ARE HEALING SLOWLY, WHICH MEAN "TEMPERED
GROWTH” WITHIN THE LOCAL HOUSING MARKETS.

CT.'S JOB RECOVERY RATE, NOW AT /8%, WILL CONTINUE TO LAG
THE NATIONAL AVERAGES, WHICH IS NOW AT 134%.

CT RANKED 44TH IN JOB GROWTH, UP 0.8%, RANKING 5TH OUT OF 6
STATES IN NEW ENGLAND. LOOK FOR 12,000-15,000 NEW JOBS IN 2015.

PROFOUND STRUCTURAL CHANGES ARE RESHAPING THE DOMESTIC
ECONOMY, HELPING TO CREATE AN EMERGING “NEW ECONOMIC
NORMAL".




NOT ALL LOCAL HOUSING MARKETS ARE EXPECTED
TO REACH THEIR PRIOR PRICE PEAKS

Most Regions Will Rise Above Previous Peak
Case-Shiller® Home Price Index, % change 2006 to 2023

[]12to 39
[J0to11
B Below peak

Sources: CorelLogic, Moody’s Analytics

Mooby’s
AMALYTICS

note: Courtesy of Moody’s Economy.com. Not for distribution without expressed written permission



THE MORE RELEVANT MAP:
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CONTINENTAL UNITED STATES
REGIONAL WEATHER FORECAST
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