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Introductio n: Regional and National Background

The Southwest Florida and the U.S. economies continue to show moderate growth although there is
increased uncertainty with slower growth in Europe and China. In addition, there is uncertainty about
the potential impacts of Ebola. The Federal Reserve Open Market Committee is expected to continue to
reduce (taper) the additional purchases of mortgage-backed and treasury securities.

The second quarter national real GDP estimate for growth was revised upward to 4.6 percent from 4.2
percent. The increase was primarily driven by increased personal consumption expenditures, private
inventory investment, exports, state and local government spending, and investment. First quarter GDP
declined by 2.1 percent primarily due to adverse weather and a reduction in investment. The real GDP
growth was 2.6 percent for the fourth quarter of last year. Second quarter real personal consumption
expenditures increased by 2.5 percent.

There continues to be improvement in the regional economy along with the increases in seasonal
activity. Regionally, seasonally-adjusted taxable sales were up 10 percent ($163.2 million) in July 2014
over July 2013. Seasonally-adjusted August 2014 total tourist tax revenues for the three coastal counties
increased by 28 percent (more than $1.15 million) compared to August 2013. August 2014 passenger
activity for the three Southwest Florida airports grew by eight percent over August 2013. Single-family
home sales for the three coastal counties were up three percent in September 2014 compared to
September 2013.

After a small increase to 6.3 percent in August 2014, the seasonally-adjusted unemployment rate for the
five-county region declined to 5.9 percent in September 2014. Florida’s unemployment rate also dipped
to 6.1 percent from 6.3 percent in August 2014, while the national unemployment rate decreased to 5.9
percent in September 2014 from 6.1 percent in the previous month. The number of long-term
unemployed (those jobless for 27 weeks or longer) decreased to 3.0 million, which is 31.9 percent of all
unemployed.

The September Bureau of Labor Statistics Establishment Survey showed that national nonfarm payroll
employment increased by 248,000 for the month, higher than the revised increase of 180,000 in August.
The September employment increases included 81,000 in professional and business services, 35,300 in
retail trade, 33,000 in leisure and hospitality, 32,000 in education and health services, 16,000 in
construction, 12,000 in information (media), 12,000 in financial activities, 12,000 in government, 4,000 in
manufacturing, 1,900 in transportation and warehousing, and 1,800 in wholesale trade.

The national consumer price index increased by 1.7 percent from September 2013 to September 2014.
The shelter index (rental equivalence measure for homeowner costs) has risen 3.0 percent over the last
12 months. Medical care services increased 1.7 percent, and energy prices decreased 0.6 percent. Core
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inflation (all items less food and energy) increased by 1.7 percent. The national housing prices increased
6.75 percent for the 20-city composite S & P Case-Shiller Home Price Index in the 12 months ending July
2014.

The latest statement of the Federal Reserve Open Market Committee (FOMC) was issued on September
17™. As reported last month, its key points included the following:

1 Economic activitys expanding at a modate pace, although the unemployment rate is little

changed and thereemains significant underutilization of labor resources,

1 Household spending appears to be rising, and business fixed investment is advemdedhe
recovery in the housing sectomnains slow

1 InflatonNB Yl Ay a o0Sft 2 ¢ lotig&r&in dbjackvy dndi theSCHrandittee judges that the

likelihood of inflation running persistently below 2 percent has diminished somewhat since early

this year

1 In light of thecumulative progress towad maximum employment, it was deledto make a
further measured reduction in the pace of asset purchases;

9 Beginning in October the Committee will add to its holdings of agency mortghgeked
securities at a pace ofBdillion per monthrather than 30 billion per month,and will add to its
holdings of longeterm treasury securities at a pace ofGbillion per monthrather than 85
billion per month;

9 To support continued progress toward maximum employment and price stability, the Committee
reaffirmed ts view that a highly accommodative stance of monetary policy remains appropriate.

The next FOMC meeting is scheduled for October 28-29, 2014.

As reported last month, the FOMC released its latest forecast for real GDP and the unemployment rate
on September 17, 2014, as shown in the following "box and whiskers" charts. The red boxes are the
central tendency forecast, and the full range of uncertainty is reflected in the whiskers, or vertical lines.
The June forecast was similar to the December forecast but reflecting the slower growth observed during
the first quarter of 2014.

The GDP chart shows that recovery started in 2009, but it is expected to be a few more years before the
economy returns to a normal long-run trend (“LR”). For 2014, the overall projected range is 1.8 to 2.3
percent with a central tendency range of 2.0 to 2.2 percent. For 2015, the overall projected range is 2.1
to 3.2 percent with a central tendency range of 2.6 to 3.0 percent. For 2016, the overall projected range
is 2.1 to 3.0 percent with a central tendency range of 2.6 to 2.9 percent. For 2017, the overall projected
range is 2.0 to 2.6 percent with a central tendency range of 2.3 to 2.5 percent. The long-run trend for
Real GDP has a range of 1.8 to 2.6 percent growth with a central tendency range of 2.0 to 2.3 percent.
Real GDP growth rates are based on the change from the fourth quarter of one year to the fourth quarter
of the next year.
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As shown in the chart below, the unemployment rate has continued to decline. For 2014, the projected
range for the unemployment rate is 5.7 to 6.1 percent with a central tendency range of 5.9 to 6.0
percent. For 2015, the projected range for the unemployment rate is 5.2 to 5.7 percent with a central
tendency range of 5.4 to 5.6 percent. For 2016, the projected range for the unemployment rate is 4.9 to
5.6 percent with a central tendency range of 5.1 to 5.4 percent. For 2017, the projected range for the
unemployment rate is 4.7 to 5.8 percent with a central tendency range of 4.9 to 5.3 percent. Long-run
unemployment is expected to be in a range of 5.0 to 6.0 percent with a central tendency of 5.2 to 5.5
percent. The projections for unemployment are for the fourth quarter of each year.
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RERI extends its sincere thanks and appreciation to all the individuals and organizations that have helped
to bring together the regional information for this report. These include the Southwest Florida Regional
Planning Council, the Economic Development Organizations of Charlotte, Collier, and Lee Counties, the
Convention and Visitors Bureaus of Collier and Lee Counties, the regional airport authorities, the
REALTORS® of Lee and Collier County, the University of Florida Survey Research Center, and the county
and city permit offices.



Airport Passenger Activity

Airport passenger activity is the sum of arrivals and departures for Southwest Florida International (RSW),
Sarasota Bradenton International (SRQ), and Punta Gorda (PGD) airports. Peak seasonal activity occurs in
February, March, and April, with significantly lower activity in the summer months. Charts 1, 2, and 3
illustrate the seasonality of airport passenger traffic and the changes from year to year.

Passenger activity for the three Southwest Florida airports totaled 567,994 in August 2014, an eight-
percent increase over August 2013. Chart 1 shows SW Florida International Airport passenger activity of
446,402 in August 2014, eight percent above August 2013. Sarasota Bradenton airport activity amounted
to 82,848 passengers in August 2014, six percent lower than August 2013, as shown in Chart 2. Because
of Allegiant Airlines’” expanded service, Punta Gorda had passenger activity of 38,744 in August 2014, up
73 percent over August 2013, as shown in Chart 3. For the first eight months of 2014, cumulative
passenger activity for the three airports was 6,941,455, an increase of 449,999 (seven percent) over the
corresponding period of 2013.

Chart 1: SW Florida International Passenger Activity
SW Florida International Airport (RSW) Passenger Activity
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Chart 2: Sarasota Airport Passenger Activity
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Chart 3: Punta Gorda Airport Passenger Activity
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Touris t Tax Revenues

Seasonally-adjusted tourist tax revenues for the three coastal counties are shown in total in Chart 4 and
for each coastal county in Chart 5, based on month of occupancy. Charlotte County’s seasonally-adjusted
tourist tax revenues grew to $284,228 in August 2014, up 20 percent over August 2013. Collier County’s
seasonally-adjusted tourist tax revenues amounted to $2,021,234, an increase of 55 percent over August
2013. Lee County reported revenue of $2,945,292 for August 2014, an increase of 16 percent over August
2013. Results in August 2014 exceeded the July 2014 revenues in all three Coastal Counties, continuing
the strong trend seen throughout 2013 and 2014.

Chart 4: Tourist Tax Revenues for the Coastal Counties

Tourist Tax Revenue 2011 to Present: 3 Coastal Counties Total
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Chart 5: Coastal County Touris t Tax Revenues, SA
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Sngle-Family Building Permits

Single-family building permits for the three coastal counties amounted to 476 in September 2014, one
percent lower than the prior month, but 26 percent above the September 2013 total. The 13-month
trend lines continue to move upward. Lee County issued 267 permits in September 2014, up 46 percent
over September 2013, as shown in Chart 6. Collier County issued 162 permits in September 2014, up
nine percent from September 2013, as shown in Chart 7. Charlotte County issued 47 permits in
September 2014, the same figure as September 2013, as shown in Chart 8. Hendry has issued 11 permits
through September 2014, compared to nine during the corresponding period in 2013.
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Chart 6: Single-Family Building Permits for
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Chart 7: Single-Family Building Permits for
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Chart 8: Single-Family Building Permits for Charlotte County
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Taxable Sales

Taxable sales data track consumer spending, an important component of the regional economy. The
following charts show the latest month of merchants’ collections, one month earlier than the reporting
month issued by the Florida Department of Revenue.

The RERI team continues to report seasonally-adjusted taxable sales and unadjusted sales tax data for
the region in Chart 9. Charts 10 and 11 show the seasonally-adjusted taxable sales for each of the coastal
and inland counties. The five counties in Southwest Florida had total seasonally-adjusted taxable sales of
$1.879 billion for July 2014, a 10-percent gain ($163.2 million) over July 2013. Charlotte, Collier, Hendry,
and Lee Counties showed gains over the prior year.

Charts 9 —11 continue to clearly show positive trends marking recovery from the recession. Lee County
taxable sales increased from $934.7 million in July 2013 to $1.025 billion in July 2014, a 10-percent
increase. Collier County’s taxable sales increased from $571.7 million to $625.6 million or a nine-percent
increase over the same month last year. Charlotte County’s taxable sales grew by eight percent from
$181.3 million to $195.5 million. Hendry County’s taxable sales increased from $24.8 million in July 2013
to $29.7 million in July 2014, a 20-percent increase. Taxable sales in Glades County decreased from $3.5
million in July 2013 to $3.4 million in July 2014, a drop of four percent. All cited data are seasonally-
adjusted.
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Chart 9: Taxable Salesfor 5 County Region

Taxable Sales 2011 to Present - 5 County Region

2.5
[7p)
=
C e
=
123
(%]
()
< 1.5 -
n
[
o)
5
— 1.0 -
>
=
c
§ —— Unadjusted Data
0.5 -
Seasonally Adjusted (SA) Data
O-O T T T
Jan-11 Jan-12 Jan-13 Jan-14

Source: Florida Department of Revenue, Office of Tax Research

Chart 10: Taxable Sales for Coastal Counties

1.200 Coastal County Taxable Sales - 2011 to Present

1,000 -
[Fee

800 -

e S

400 -
All Data Seasonally Adjusted

Monthly Taxabkle Sales - $ Millions

Charlotte

200 ~

O T T T
Jan-11 Jan-12 Jan-13 Jan-14

Source: Florida Department of Revenue, Office of Tax Research

13




Chart 11: Taxable Sales forInland Counties
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35
(=
o
= 25 -
&
320 -
1]
N
Q
'r;é 15| All Data Seasonally Adjusted
'—
210 -
<
=
4
0 T T T
Jan-11 Jan-12 Jan-13 Jan-14

Source: Florida Department of Revenue, Office of Tax Research

Workforce —Labor Force, Employment and Unemploymen t

Charts 12-16 show total persons employed and unemployed, and the unemployment rate, for each
county from January 2005 to September 2014, on a seasonally-adjusted basis. Unemployment rates
above five or six percent generally reflect cyclical unemployment and a slowdown of the economy from
long-run trends. Trends continue to be favorable. The September 2014 seasonally-adjusted
unemployment rate for our five-county region dropped to 5.9 percent from 6.3 percent in August, and
from 6.9 percent in September 2013. For each county in the region, the number of unemployed
decreased from the prior month, as well as from September 2013.

Lee County's seasonally-adjusted unemployment rate dropped to 5.7 percent in September 2014 from
6.2 percent in August 2014, and from 6.7 percent in September 2013, as shown in Chart 12. Collier
County’s unemployment rate was 5.5 percent in September 2014, 0.4 points lower than August 2014,
and 1.2 percentage points below the September 2013 figure, as shown in Chart 13. Charlotte County had
an unemployment rate of 5.9 percent in September 2014, down from 6.3 percent in August 2014, and
from 6.8 percent in September 2013, as shown in Chart 14.

Hendry County’s September 2014 unemployment rate was 10.3 percent, 0.3 percentage points lower
than the August 2014 figure and 1.1 percentage points below September 2013, as shown in Chart 15.
The adjusted unemployment rate in Glades County was 7.6 percent in September 2014, a decrease from
8.0 percent in August 2014 and from 7.8 percent in September 2013, as shown in Chart 16.

Florida’s seasonally-adjusted unemployment rate improved to 6.1 percent in September 2014, down
from 6.3 percent in August 2014, and from 6.9 percent in September 2013. This represents the lowest
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seasonally-adjusted unemployment rate for Florida since June 2008. On the national scene, the
seasonally-adjusted unemployment rate has declined from 7.2 percent in September 2013 to 6.1 percent
in August 2014 to 5.9 percent in September 2014.

Chart 12: Lee County Labor Force and Unemployment
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Chart 13: Collier County Labor Force and Unemployment
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Chart 14: Charlotte County Labor Force and Unemployment

Labor Force and Unemployment: Charlotte County
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Chart 15: Hendry County Labor Force and Unemployment

Labor Force and Unemployment: Hendry County
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Chart 16: Glades County Labor Force and Unemployment
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Sales ofExisting Single—family Homes and Median Sales Price s

Existing single-family home sales by a Realtor® for Lee, Collier, and Charlotte Counties are shown in
Charts 17-19. The line represents median prices against the scale on the right side, and the bars
represent the number of homes sold with the scale on the left side.

Sales of single-family homes in the three coastal counties totaled 1,649 units in September 2014, up
three percent from September 2013, but three percent below August 2014. Combined year-to-date sales
for the nine months through September 2014 were nearly unchanged from the previous year: 15,900
homes, compared to 15,934 through September 2013, a difference of less than one percent.

Lee County sales for September 2014 were 965 units, an increase of 23 units over September 2013, with
a four-percent increase in the median price to $175,000 over the same period. Sales were 74 units lower
than the previous month.

307 single-family home sales were recorded in Collier County in September 2014, a 14-percent decrease
from September 2013, albeit with a 10-percent increase in the median home price to $320,000. Sales
were 12 percent below the August 2014 figure.

A total of 377 single-family homes were sold in Charlotte County in September 2014, up 23-percent over

September 2013. The median price of $145,000 in September 2014 was six-percent lower than that of
September 2013. Charlotte County September 2014 sales were up 17 percent over the prior month.
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Chart 17: Existing Single-Family Home Sales for Lee County
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Chart 18: Existing Single-Family Home Sales for Collier County
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Source: Naples Area Board of REALTORS® (NABOR) www.naplesarea.com
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Chart 19: Existing Single-Family Home Sales for Charlotte County
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Consumer Sentiment Index

Chart 20 shows monthly data for the last three years and linear trend lines for both the Florida Consumer
Sentiment Index (“CSI”) reported by the University of Florida Bureau of Economic and Business Research
(BEBR) and for the United States Index of Consumer Sentiment (“ICS”) reported by Thomson
Reuters/University of Michigan. The long-term trend continues to be positive for both indices.

The national ICS rose to 84.6 in September 2014, up 2.1 points from August 2014, and 7.1 points above
September 2013. The September 26™ edition of Survey of Consumers noted: “Consumer confidence
posted a healthy September gain due to more favorable prospects for the domestic economy as well as
more favorable personal income expectations. The September reading, the second highest in the last
seven vyears, points toward renewed strength in consumer spending. The improved income
expectations recorded in September have the potential to reinvigorate personal financial optimism...the
key driving force behind large discretionary expenditures, especially those involving debt. Needless to
say, it will take repeated and cumulative gains to reverse the impact of stagnant incomes on spending.”

The Florida Consumer Sentiment Index inched up to 83 in September 2014 from 82 in August 2014; this
was an increase of 5 points over the September 2013 figure. In the September 30" 2014 Florida
Consumer Sentiment Index, Survey Director Chris McCarty noted: “This is a welcome development given
that consumer sentiment has been flat for the last few months. While we are still about ten points
behind where we would like to be at this point in a recovery, confidence among Floridians is heading in
the right direction.”
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Chart 20: Consumer Sentiment Index

Florida and US Consumer Sentiment Indices
Most Recent 3 Years and Linear Trend
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Source:

Bureau of Economic and Business Research, University of Florida and Thompson Reuters/University of
Michigan

Consumer Price Index

As reported last month, year-to-year changes in consumer price indices (CPI) through August 2014 are
shown in Chart 21. Consumer price inflation has increased. The latest data shows that the National CPI
grew by 1.7 percent from August 2013 to August 2014, compared to 1.5 percent in the previous 12-
month period. The Southern U.S. Region CPI increased by 1.7 percent for the 12 months ending August
2014, the same rate of increase as the year ended August 2013. The Miami-Ft. Lauderdale CPI increase

was 2.4 percent from August 2013 to August 2014, a proportionately large increase of 1.8 points over the
August 2012 to August 2013 period.
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Chart 21: CPI Annual Percentage Change
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Chart 22 shows the components of the Miami-Fort Lauderdale Consumer Price Index for the 12 months
ending August 2014. The largest increases from August 2013 were in other goods and services (3.7
percent), housing (3.5 percent), and food and beverages (3.4 percent). All components other than
apparel costs and recreation showed year-to-year increases in August 2014.
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Chart 22: Miami -Fort Lauderdale CPI Component Percentage Change
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Population

As reported last month, the following charts show historic population growth as well as population
projections recently updated by the Office of Economic and Demographic Research (EDR) working with
the University of Florida's Bureau of Economic and Business Research (BEBR). Regional population
growth from 1990 to 2013 averaged 2.8 percent per year and is shown in Charts 23 and 24. The
compound average annual rate of growth for 1990 to 2013 was 3.5 percent in Collier County, 2.9 percent
in Lee, 2.2 percent in Glades County, and 1.7 percent each in Charlotte and Hendry Counties.

Chart 25 and its accompanying table show projected population increases from 2015 to 2040. The
regional projected population growth averages a slower 1.5 percent per year, resulting in a population
increase of 50 percent for the five-county region from 2013 to 2040. The total 5-county population
projection is 1,790,704 for 2040. Lee County population is projected to grow an average of 1.8 percent
per year, Collier County at 1.4 percent, and Charlotte County at 0.8 percent per year. Hendry County’s
population is projected to grow at an average of 0.3 percent per year and Glades County at 0.8 percent
per year.
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Chart 23: Coastal CountiesPopulation Growth 1990 to 20 13
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Chart 24 Inland Count ies Population Growth 1990 to 20 13
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Chart 25: Population Projections by County
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