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The Federal Reserve projects that the economy is expected to continue
its moderate expansion over the near term. Long-run economic growth
will be slower than in previous decades.
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Accessing the LMI Economic Conditions Report
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LMI Survey

* Five three-part questions on economic conditions
* Overall assessment (LMI Financial Condition Index)
* Demand for Services (LMI Services Needs Index)
* Job availability (LMI Job Awvailability Index)
* Availability of affordable housing (LMI Affordable Housing Index)
* Access to credit (LMI Credit Access Index)

* Based on perceptions, but questions are objective (are things better,
worse, or about the same?)

* Responses used to construct a diffusion index (a rolling benchmark)
* Indexes range between 0 and 200, where 100 1s neutral

* An index below 100 indicates deterioration, even if the index is moving higher;
and index above 100 indicates improving conditions even if it is declining



The overall consensus of LMI Survey respondents 1s that economic conditions in
LMI areas continue to deteriorate. The LMI Financial Condition index is
significantly lower than 2013 highs.
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Inflation-adjusted family income fell for all quintiles over the course of the
recession and early recovery, but especially for families with the lowest incomes.
Incomes have not recovered for those with the lowest incomes.
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The consensus view of survey respondents is that jobs are more
widely available for LMI workers. But large swings in the LMI Job
Availability Index have been common in recent months.
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Other Labor Issues Highlighted by LMI Survey Reports

* In most larger places in the District, jobs are available for
LMI workers (especially retail) if they are willing to
accept the conditions and wages offered and are not
especially difficult to employ (work, credit, and criminal histories)

* But many of the job gains have been part-time jobs

* Most survey respondents suggested that wages have

been stagnant with job growth excepting regional
changes in minimum wage

Source: Federal Reserve Bank of Kansas City, LMI Survey



The LMI Survey highlights a number of structural labor force
issues leading to unemployment.

* Lower-skilled jobs filled by higher-skilled workers out of work
* Credit histories

* Criminal histories (especially drug charges)

* Transportation and childcare needs

* Change 1n residency

* Job readiness

* Significant turnover noted

Source: Federal Reserve Bank of Kansas City LI Survey
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Long-term unemployment (> 26 weeks) has declined sharply, but

remains well above typical highs in previous recessions. L.ong-term
unemployment is marginally higher for LMI workers.
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Long-term unemployment is likely a key driver for continuing
increases in the demand for social services.
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Data on recipients of public assistance echo findings of the LMI
Survey:.

Thousands of Participants Share of Labor Force Unemployed

50,000 15%
TANF Caseloads (families)
Millions
2.5 SNAP
40,000 1 >0 12%
1.0
0.5
- 0
30,000 2000 2002 2004 2006 2008 2010 2012 2014 2016 \ o
20,000 6%
Unemployment

0.0
Rate

10,000 3%

0 0%
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Sources: U.S. Department of Agriculture; U.S. Burean of Labor Statistics; Office of Family Assistance

March 21, 2017 K. Edmiston, FRBKC 13



Data suggest that the ACA has significantly reduced the share of the
population that is uninsured, but LMI Survey contacts have expressed
concerns around some 1ssues, especially cost.
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Summary ot LMI Economic Conditions

* The LMI economy is recovering, but lags the recovery of the national
economy.

* Labor market conditions have improved for LMI workers (with a lag),
but available jobs generally are not high quality.

* Long-term unemployed LMI workers are more likely to require services,
and the demand for service remains very high by historical standards.



Rental Housing Affordability

Economic Conditions in L.ow- and Moderate-Income Communities
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Housing Wages

* Housing wage is the full-time (40 hours/week) wage necessary to rent a
home at Fair Market Rent without spending more than 30 percent of
gross income on housing,

* “Fair Market Rent” (FMR) is an alternative measure of residential rents
calculated by the HUD. FMR is computed primarily to determine
payment standard amounts for the Housing Choice Voucher program
and several other assisted housing programs.

* FMR typically is set at the 40th percentile point within the rent
distribution of standard-quality rental housing units to ensure that a
sufficient supply of rental housing is available to program participants
(to quality for subsidies, rent cannot exceed the FMR).

* The housing wage can be used to suggest the number of hours (with
caveats) of work required to rent a unit at FMR

e Hours = (HW/Wage) x 40



2016 Housing Wage by MSA
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Housing wages are lower in Nebraska but high enough to make fair
market rent unaffordable (> 30 percent of gross income) for many

low-income workers.

Hours/Week Source: National Low-Income Housing Coalition, “Out of Reach,” 2016.
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Rent Affordability in the U.S.
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Rent, Income, and Affordability by MSA (2015)
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Percent Change in Affordability Ratio, 2010-2015
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Pct. Chg. in Rent

Change in Housing Affordability Across MSAs, 2010-2015
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