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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
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4 Source: BEA



Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms

y/y % chg U.S. Wage and Earnings Growth y/y % chg
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining

Index y/y % chg
70 - - 40
65 - - 30
60 - _ ! L 20
\
55 - W . ,,/V\"’\ - 10
MA
- A A v A \
50 oA A X 0
\ Vv AVA \\") A\
45 - L 10
40 - L .20
35 - - -30
30 . . . — -40
2007 2011 2015 2019 2023

—Purchasing Managers' Index (Left)

14

Private Fixed Investment: Equipment (Right)

Sources: ISM, BEA, Haver Analytics



Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy
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6 ® Non-labor Costs - 6
3 B Compensation of Employees 3
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth

% Contributions to Percentage Change in Real GDP %
15 - [ - 15
.!:
26 percent / ’
10 - - 10

-10 A -23 percent ' - -10
T~
-15 - : - -15
2007 2010 2013 2016 2019 2022
I Goods Services —Personal Consumption Expenditures

Source: BEA, Haver Analytics

11 Note: Grey bars indicate recession shading



Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
97 B Corporate Profits 9
6 ® Non-labor Costs - 6
3 B Compensation of Employees 3
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms

y/y % chg U.S. Wage and Earnings Growth y/y % chg
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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16 - - 16
m Processed

14 1 i Lightly Processed - 14
12 A Meats - 12
10 A —Food at Home L 10

8 -

6 -

4 -

2 -

0

Aug-20 Jan-21 Jun-21 Nov-21 Apr-22 Sep-22 Feb-23

9 Source: BLS, Haver Analytics



The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook

% Which industries influence your % % What are the key drivers of your %
30 - expectations? _ 30 60 - expectations for demand? - 60
25 - - 25 50 1 - 50
20 A - 20 40 A - 40
15 - - 15 30 A - 30
10 1 - 10 20 A - 20
S 1 I -5 10 - I I - 10
0 0 0 y y T . T l 0
Comm. Real Re3|dent|al Consumer Chanr,]gesin Ckﬂanggsin Cilganges_tin Cpan%gsin Other
the endin eposi unain
Fetate Mortgage instaliment Economic Competitigon Com;?etition Marketi
Outlook

18 Source: FRBKC



Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
97 B Corporate Profits 9
6 ® Non-labor Costs - 6
3 B Compensation of Employees 3
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms

y/y % chg U.S. Wage and Earnings Growth y/y % chg
10 - - 10
8 A - 8
6 A - 6

/ ﬁ’\
4 A No - 4
A N v“"/
2 |- ‘\A/‘v/’v A_W -~ m / | 2
O 1 1 1 1 1 1 1 1 1 I O
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
—Average Hourly Earnings Average Weekly Earnings
7 Source: BLS

Note: Grey bars indicate recession shading



Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms

y/y % chg U.S. Wage and Earnings Growth y/y % chg
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures

y/y % chg U.S. Housing Prices /¥ % chg  New Mexico Housing Prices
20 A - 20 20 A - 20
16 A - 16 16 A
12 A - 12 12 A
8 - < r8 8-
P \/ 4 4 -
O I I I I I I I O O I I 1 1
o o o o +H d o o © N~ 0 o o -l N )
7 3§88 3 88 = 2 £ 2 8 §8 8 %
E %D C;U g c;c’ g = § N N N N N N N N

—CPIl Rent Index

Zillow Rent Index

—Bottom Tier Home Price Growth
Middle Tier Home Price Growth
—Top Tier Home Price Growth
Source: BEA, Zillow, BLS, Staff, Haver Analytics



Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
97 B Corporate Profits 9
6 ® Non-labor Costs - 6
3 B Compensation of Employees 3
3 - 3
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4 Source: BEA



Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum

y/y % chg y/y % chg
7 - -7
6 A - 6
5 4 - 5
4 4 - 4
3 4 y - 3
2 ‘W;\}'ﬁ'ﬁw/"“"‘&j)ﬂ """""" NV " "o W ey S -ally e -2
Y & 7
el Wa 200 20 Vvl VR I
0] 0
S - -1
‘2 1 1 1 1 1 1 _2
2000 2003 2007 2011 2015 2019 2023
—Core PCE Inflation Headline PCE Inflation
3 Source: BEA, Haver Analytics

Note: Grey bars indicate recession shading



Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
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6 ® Non-labor Costs - 6
3 B Compensation of Employees 3
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms

y/y % chg U.S. Wage and Earnings Growth y/y % chg
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms

y/y % chg U.S. Wage and Earnings Growth y/y % chg
10 - - 10
8 A - 8
6 A - 6

/ ﬁ’\
4 A No - 4
A N v“"/
2 |- ‘\A/‘v/’v A_W -~ m / | 2
O 1 1 1 1 1 1 1 1 1 I O
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
—Average Hourly Earnings Average Weekly Earnings
7 Source: BLS

Note: Grey bars indicate recession shading



Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
97 B Corporate Profits 9
6 ® Non-labor Costs - 6
3 B Compensation of Employees 3
3 - 3
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
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6 ® Non-labor Costs - 6
3 B Compensation of Employees 3
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms

y/y % chg U.S. Wage and Earnings Growth y/y % chg
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating

y/y % chg Contributions to Food Inflation y/y % chg
16 - - 16
m Processed

14 1 i Lightly Processed - 14
12 A Meats - 12
10 A —Food at Home L 10

8 -

6 -

4 -

2 -

0

Aug-20 Jan-21 Jun-21 Nov-21 Apr-22 Sep-22 Feb-23

9 Source: BLS, Haver Analytics



The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum

y/y % chg y/y % chg
7 - -7
6 A - 6
5 4 - 5
4 4 - 4
3 4 y - 3
2 ‘W;\}'ﬁ'ﬁw/"“"‘&j)ﬂ """""" NV " "o W ey S -ally e -2
Y & 7
el Wa 200 20 Vvl VR I
0] 0
S - -1
‘2 1 1 1 1 1 1 _2
2000 2003 2007 2011 2015 2019 2023
—Core PCE Inflation Headline PCE Inflation
3 Source: BEA, Haver Analytics

Note: Grey bars indicate recession shading



Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
97 B Corporate Profits 9
6 ® Non-labor Costs - 6
3 B Compensation of Employees 3
3 - 3
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms

y/y % chg U.S. Wage and Earnings Growth y/y % chg
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term

7, p.a. Federal Funds Rate %, p.a.
6.0 - - 6.0
5.0 - - 5.0
4.0 A - 4.0
3.0 - - 3.0
2.0 - - 2.0
1.0 A - 1.0
0.0 . . . . . : . . . 0.0

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

—Federal Funds Rate Projection

10 Sources: Federal Reserve Board, Summary of Economic Projections, Haver Analytics



Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level
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Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months

17

%
80

70
60
50
40
30
20
10

0

Change in Credit Standards for Commercial & Industrial Loans

e
P

Tightened
Considerably

%

m Compared to previous month - 60

7 Qver the next 6 months - 50

Tightened Somewhat Remained Unchanged

Eased Somewhat

Eased Considerably

Source: FRBKC



Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead

19

Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far
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Overview

Many of the sectors where inflation was outsized over the past two years are showing some
signs of moderating, but inflation still has some momentum alongside a tight labor market

Wage growth is beginning to moderate, but remains well-above historical averages
Business investment activities are declining, while consumption growth slowed to trend levels

Banks expect to further tighten their credit standards over the medium term



Inflation remains elevated, with core inflation maintaining momentum
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Inflation pressures were evident in several parts of the economy

ppt. Factor Accounting for Inflation ppt.
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6 ® Non-labor Costs - 6
3 B Compensation of Employees 3
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Now, inflation pressures associated with “non-labor costs” are softening
along all stages of production, as input price growth is slowing
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Corporate profits are softening from their recent outsized growth rates
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But, even though wage growth is moderating, it remains persistently
above historical norms

y/y % chg U.S. Wage and Earnings Growth y/y % chg
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Rent inflation for new leases has slowed, but lags in the reset of existing
leases imply some further momentum in housing price pressures
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Growth in food prices remains elevated, with some signs that pace of
food inflation is moderating
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The Federal Reserve raised interest rates rapidly over the past year, and
projects that rates will likely remain elevated over the medium term
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Consumer spending growth slowed in recent months, reverting to its
trend level of contribution to overall growth
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Consumer spending is returning to something akin to a new trend
growth level, rebalanced between online and in-store locations
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Job growth in New Mexico remains strong but is decelerating to near its
trend level

y/y % chg Payroll Employment Growth y/y % chg
15 - - 15
10 A - 10
° 7 r\,‘\/\b\/\ [ °

of——— - N 0

N ,_/\/ B

10 - - -10

_15 I I 1 1 I _15

2018 2019 2020 2021 2022 2023
—New Mexico U.S.

Source: BLS, Haver Analytics
13 Note: Grey bars indicate recession shading



Businesses’ purchases of materials, equipment and other capex

spending are declining
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Slowing employment growth in technology occupations likely indicates
that investment in intellectual property is also poised to slow
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During the 2001 downturn, job losses in the tech sector had only modest
spillovers to employment in other industries in New Mexico
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An increased share of banks expect to further tighten their credit
standards over the next six months
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Banks in the region are reportedly tightening conditions most in real
estate because of shifts in the economic outlook
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Looking ahead
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Inflation still has momentum in many home spending categories, and slowing that momentum will
be key to restoring price stability over coming months

Tighter financial conditions are resulting in slower demand growth and, as a result, declining
business investment activity

The Federal Reserve has stated a sustained stance of restrictive policy is likely to be appropriate to
restore price stability and it will be closely monitoring developments to guide future policy decisions

Recent financial volatility and associated uncertainty pose downside risks to the outlook, but
spillovers to hiring and capex decisions have been minimal thus far



https://www.KansasCityFed.org/Speeches



