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Small business optimism remains low despite July uptick



Consumers feeling uneasy



Oxford models don’t see near term recession
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Job growth continues to be strong

Unemployment rate 
recovers from 15% to 
3.5% in record time 



The savings war chest is being tapped
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Some households are borrowing more to maintain spending



Higher rates have taken a toll on housing
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~15mn households 
have been priced 
out by higher rates



Big picture still resilient!

July services PMI 
strengthened to 56.7

July manufacturing 
ISM slowed to 52.8 but 
remains expansionary



But the yield curve indicates greater risk in 2023
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The US economy has a (narrowing) path to a soft landing
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Obstacle 1: inflation

July headline CPI unchanged! 
(Core +.3%)

Annual rate softened but still high
• Headline: +8.5%
• Core: +5.9%
• Energy: +33%  
• Food prices: +11% 



Good news as supply chain stresses ease moderately
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Unfilled goods orders are trending lower



Wage growth appears to have peaked



Expecting a gradual descent in CPI inflation
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Fed isn’t finished

Fed has raised rates as 
much as it had over the 
entire 2010-2019 
expansion. 

It also matched the peak 
2.5 percent upper range 
hit during that period.



Air travel prices showing signs of relief

“Strong demand and 
pricing trends are 
continuing into the 
September quarter​. ​”
Delta earnings call, July 13
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Obstacle 2: air capacity

Air travel remains 
11% below 2019 
levels

“In a normal world, 60% 
of our business is fly and 
40% of it is drive. In the 
second quarter, we think 
it was 33% fly and 67% 
drive. ​”
Hilton earnings call, July 27



Obstacle 3: workforce



Wide disparity in labor market recovery
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Situation is especially acute in hotel sector



Quit rate in hospitality is elevated
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More than 2 job openings per unemployed person
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No sector has matched L&H wage increases
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Increases larger for lower ranks
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Obstacle 4: international inbound
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And traveling to the US has gotten MORE expensive
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All hotel measures have staged a comeback
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Household balance sheets remain strong



And wages still ahead of inflation over past 2 years



So spending continues to rise… especially for services

Durable goods

Nondurable goods

Services

“We have yet to see signs of a slowdown. 
On the contrary, the pent-up demand for 
all types of travel, the shift of spending 
towards experiences versus goods, 
sustained high levels of employment 
…are fueling travel. ​”
Marriott earnings call, Aug 2



Could high gas prices undercut auto travel?
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No… US fuel consumption highly inelastic
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Auto travel still pacing just fine



Intentions to travel remain elevated



Businesses continuing to resume “normal” level of travel

“On the group side, RevPAR in 
the quarter was roughly 85% 
of 2019 levels. 

In the US, total group position 
is nearly at prior peak levels 
for the third quarter and 
exceeds prior peaks for the 
fourth quarter. ​”
Hilton earnings call, July 27



Business travel gap is narrowing

“June bookings were up 
50% compared to 2019. At 
the end of the second 
quarter, group RevPAR for 
the remainder of 2022 was 
pacing just a few 
percentage points down to 
2019. …short-term bookings 
could lead to second half 
group RevPAR up slightly 
compared to 2019. ​”
Marriott earnings call, Aug 2



Profits remain solid
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Corporate profits before tax % GDP “While macroeconomic 

concerns have been 
dominating the headlines, we 
are not seeing any signs of 
weakening. Certain segments 
of the lodging industry are 
still recovering, and we 
believe there is meaningful 
room for growth, particularly 
in the business transient and 
group segments. ​”
Host earnings call, July 30
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Higher costs + better revenue management = continued high rates

Wage increases more 
than offset employment 
declines for hotels

“Hotels benefit from the 
ability to reprice rooms on a 
nightly basis ahead of rising 
costs. ​”
Host earnings call, July 30



ECONOMIC IMPACT 
VISITORS TO RALEIGH

$2.3B
visitor

spending

$6.4 million 

EVERY DAY

$1.2B 
labor

income

$2,980 for every 
household in Wake 

County

31,000
total
jobs

4.4% of all jobs

$243M 
state & local

taxes

Saving each 
household in 

Raleigh/Wake County 
$592
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