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Structure & Functions of the Federal Reserve

5 primary responsibility areas: Sare A\
- Monetary policy T T L
- Financial system stability * -
- Bank supervision & regulation 3 primary entities:
- Payment system safety & efficiency - Board of Governors: 7 members appointed by U.S. President
+ Consumer protection & community . Federal Reserve Banks: 12 total; semi-independent

2 development . Federal Open Market Committee: 19 members; 12 voting




The Oklahoma City Branch of the Federal Reserve Bank of Kansas City

Functlons and purposes ~ 50 staff

Research on U.S. and Oklahoma economies; energy sector and business survey focus
- Examinations of Oklahoma financial institutions (~45 banks, ~175 holding cos.)
- Risk analysis and IT development for bank exams; exam assistance for other Fed offices
- Community development and economic education programming for low/moderate income groups and students

2024 OKC Branch Board of Directors

Dana Weber (chair), Chair & CEO, Webco Industries, Sand Springs
- Mark Burrage, CEO, FirstBank, Antlers/Atoka
- Scott Case, President, Case & Associates Properties, Tulsa
- Walt Duncan, President, Duncan QOil Properties, OKC
- Rhonda Hooper, President & CEO, Jordan Advertising, OKC
- Terry Salmon, President, Computer System Designers, OKC
- Brady Sidwell, Principal, Sidwell Enterprises, Enid


http://www.kansascityfed.org/oklahomacity

Overview

- U.S. economic growth has slowed but remains solid in early 2024, and
unemployment is near 50-year lows

- Inflation remains too high, despite coming down from 2022 peaks
- The Fed has raised the overnight interest rate to over 5%
- Oklahoma’s economy also continues to grow, and unemployment is low

- Oklahoma'’s population growth has outpaced the nation in recent years,
driven by strong domestic in-migration, including to rural areas



U.S. GDP growth slowed in Q1, and employment growth eased in April

Quarterly U.S. Economic Growth

quarter/quarter annualized % chg.
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Sources: BEA, BLS/Haver Analytics



U.S. unemployment remains historically low and is projected to

remain low in coming years
U.S. Unemployment Rate

16 Percent 16
s U.S. unemployment rate Current (Apr. 2024): 3.9%
14+ m Range - 14
12 | Dec. 2023 Median FOMC Projection L 49
0 —e—Mar. 2024 Median FOMC Projection 0
FOMC Projections

8 8
6 6
4 1 - - 4
: - " ¥
0 - 0

2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 Longer
Run

Note: Data and FOMC projections are for year-end. Sources: U.S. Bureau of Labor Statistics, FOMC



Although inflation has come down from 2022 peaks and is

expected to fall further, it remains above longer-run levels
PCE Inflation Index

Percent
mmm PCE Inflation Current Overall PCE (Mar. 2024): 2.7%
’ i Range Current Core PCE (Mar. 2024): 2.8% [
. Dec. 2023 Median FOMC Projection T
1 —e—Mar. 2024 Median FOMC Projection FOMC Ir°’e°t'°"s i

L oa N w s oo N
1
T

O A N W DS 1O N ®©

1
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2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 Longer
Run

Note: Data and FOMC projections are for year-end. Sources: Bureau of Economic Analysis, FOMC



CPl inflation ticked up again to 3.5% in March, as goods prices fell

but energy and services prices rose and shelter remains elevated

Consumer Price Index

yly % change
20 20
15 | el ltems —Food & Energy (22%) ——Goods* (21%) | 45
—Services* (24%) —Shelter (33%)
10 - 10
¥4
7 7 B
- U e N R 24

O_ [~ v : = S — P P e A L : - _0
-5 )
-10 -10

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

8 *Goods excluding Food; Services excluding Energy.
Note: Relative Importance as Share of CPI shown in parenthesis. Sources: BLS/Haver Analytics



Wage growth is a key factor keeping services inflation high, and

has come down moderately from recent highs

Wage Growth

yly % chg.

9% 9%
8% - —Employment Cost Index —Avg. Hourly Earnings - 8%
7% 7
6% 6%
5% 5%
4% 4%

3%
2%
1%
0%

3%
2%
1%
0%

2008 2010 2012 2014 2016 2018 2020 2022 2024

Note: Employment Cost Index data are interpolated between quarters Sources: BLS/Haver Analytics



The Fed held the federal funds rate steady again in May, after

raising future projections somewhat in March

Federal Funds Rate

Year-End Target
Percent

mmm Fed Funds Rate Current Target: 5.25% - 5.5%
FOMC PJojections

= Range
Dec. 2023 Median FOMC Projection
—e—Mar. 2024 Median FOMC Projection

2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 Longer
Run
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Note: Data and FOMC projections are for year-end. Sources: Bureau of Economic Analysis, FOMC



The Fed also continues to reduce its balance sheet of high-

quality securities, but diminished the planned pace in May

Federal Reserve Balance Sheet

$ Trillion
10 Assets 10
8 - 8
6 - Short term, targeted, and Misc. assets 6
rescue lending
4 MBS and agency debt 4
2 Treasury securities and 2
0 other assets 0
Currency
-2 Reserves -2
-4 -4
-6 Other (repurchase -6
8 - agreements, etc.) 8
Liabilities
-10 -10

2008 2010 2012 2014 2016 2018 2020 2022 2024
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Source: Federal Reserve Board



Banks have tightened lending standards more for commercial loans than

consumer loans, but conditions eased somewhat in Q1

Net Percent of Banks Tightening Standards

Percent

80 ——Consumer Loans (excl. credit cards & autos) %
60 4 ——Mortgages o0
40 1 —CRE Loans .
20 | ——C&l Loans - 20
. | : + 0

40 -40

2018 2019 2020 2021 2022 2023 2024

Source: FRB Senior Loan Officer Opinion Survey



Job openings still exceed unemployed workers, but have

returned to near pre-pandemic levels

Job Openings/Unemployment Ratio
Job openings/# unemployed

3.0 3.0
—U.S.

2.5 1 - 2.5
——Qklahoma

2.0 A - 2.0

1.5 - - 15

1.0 - - 1.0

0.5 - - 0.5

0.0 0.0

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
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Source: Bureau of Labor Statistics



The ability to find work has been good for lower income communities and

job quality has improved, but most other conditions have been poor

Tenth District Low- and Moderate-Income Community Conditions, 2" Half 2023

Current Past 6 Months Next 6 Months
Percent of Respondents Percent of Respondents Percent of Respondents
80% 40% 0% 40% 80% 80% 40% 0% 40% 80% 80% 40% 0% 40% 80%
Economic mobility - ~ = ' ' 'l —
Finding work — - -
Job quality
Renter housing | 1 "
Owner housing [ n
Financial stability - -
Personal credit
Business credit
Healthcare access
Human services , ) , — , | — ! .
80% 40% 0% 40% 80% 80% 40% 9% 40% 80% 80% 4?% 0% 40% 80%
Good Improve mprove
m Very good ® Improved substantially ® Improve substantially
Poor Worsened Worsen
14 m VVery poor m Worsened substantially m Worsen substantially

Source: FRBKC Community Conditions Survey



Jobs in Oklahoma have continued to grow in 2024, while

unemployment remains very low

Non-Farm Payroll Employment Unemployment Rate
Index, Jan. 2020=100 1I;ercent 6
110 110 —UsS.
——QOklahoma
105 - 109 124 —O0KC L 12
—Tulsa
100 100
8 - - 8
95 - 95
—U.S.
90 - — Oklahoma L 90 * M B
—QKC
85 ——Tulsa 85 0 0

2020 2021 2022 2023 2024 2016 2018 2020 2022 2024
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Source: U.S. Bureau of Labor Statistics



Most OK sectors added jobs over the past year but the pace of job growth has

slowed, driven by less energy, transportation, and professional services activity
Oklahoma Job Growth by Industry

yearlyear % change
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Sources: U.S. Bureau of Labor Statistics/Haver Analytics



Oklahoma farm income declined less than border states in Q423, and

office vacancy rates have not risen like they have in other markets

Farm Income Office Vacancy Rates
Index, g/q Percent
200 200 22 22
——Oklahoma Expectations 20 - 20
160 1 __1enth District - 160
18 - 18
120 A o 120 46 - 16
T \-f‘
80 - V \ L g0 M4 - 14
e 12 L 12
40 - - 40
10 - - 10
0 0 8 8

2014 2016 2018 2020 2022 2024 2018 2019 2020 2021 2022 2023 2024
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Sources: FRBKC Ag Credit Survey, Wall Street Journal/Haver Analytics
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Oklahoma'’s population grew again in 2023, primarily due to elevated

domestic migration, but also with increases in other components

Thousands
30

Oklahoma Population Change by Component

Percent change, year-over-year
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Source: U.S. Census Bureau
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Almost all the migration to OK was from the western U.S., especially CA and TX,

and the state had “brain gain” for the first time in a decade

Migration to Oklahoma During 2020 - 2023 Oklahoma Net Domestic Migration by Education
Thousands
20 20
m No Bachelor's Degree
16 A W Bachelor's Degree or Higher - 16
12 - - 12
8 A - 8
4 1 - 4
7] -800t0 0
e [ 1 to 800
g — e 9 0
4 - -4
-8 8

2002 2006 2010 2014 2018 2022
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Note: Sample shown in map is limited to age 25+. Sources: FRBNY CCP/Equifax, ACS 1-year estimates/IPUMS USA, University of Minnesota, www.ipums.org, authors’ calculations



Since 2020, many non-metropolitan areas of Oklahoma and nearby states

experienced net inflows of new residents for the first time in two decades

Net Domestic Migration, 2000 to 2020 Net Domestic Migration, 2020 to 2023

B Net Gain
- Net Loss

I Metropolitan Statistical Areas
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Sources: U.S. Census Bureau, authors’ calculations



- U.S. economic growth has slowed but remains solid in early 2024, and
unemployment is near 50-year lows

21

- Inflation remains too high, despite coming down from 2022 peaks
- The Fed has raised the overnight interest rate to over 5%
- Oklahoma’s economy also continues to grow, and unemployment is low

- Oklahoma'’s population growth has outpaced the nation in recent years,

driven by strong domestic in-migration, including to rural areas



Questions?

RECEIVE REGULAR UPDATES ABOUT

Oklahoma’s economy

For more analysis of the Oklahoma economy, regional manufacturing
conditions and regjonal energy conditions, subscribe to receive e-mail
alerts from the KANSAS CITY FED.

visit kansascityfed.orglealert wo subscribe!
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