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REGIONAL ECONOMIC CONDITIONS

REC: A new webinar series from the Minneapolis Fed

« Extension of annual Regional Economic
Conditions Conference connecting
people & research related to Ninth
District economy

« Pandemic = More surveys and other data

and intel being gathered REGIONAL ECONOMIC CONDITIONS
. Webinar outreach connects Bank with | CONTERSETION Wi T virEapa ik S
businesses, community leaders, policy
makers and the public to discuss current
economic conditions in the Ninth District
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A BIG THANK YOU TO PARTNERS

About 35 partnering organizations across the
Ninth District

« Chambers of commerce, economic development
organizations, government agencies and other
business/workforce organizations

Fifth general business survey since start of
pandemic; survey now being conducted quarterly
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PANDEMIC OUTREACH

Speed of pandemic = need for real-time information
How to start filling the gap? More outreach!

 Minneapolis Fed: 12 pandemic surveys since mid-March

* 10,000 business responses, 26,000 open comments

Today’s focus: General Business Survey

 Conducted October 5-12, 2020

» Total responses: 591 from MN, UP/Mich., Wl and SD
Results are a snapshot

* Not a scientifically sampled survey

 Interpret with care
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RECENT SALES & REVENUE
PERFORMANCE



OVERALL TREND: RECENT AND FUTURE REVENUE IMPACT

Recent Q3 (July-Aug-Sept) revenue
compared with ...

Revenues still
significantly
worse compared

with last year Q3 2019

Modestly better

W Decli
compared with Q2 2020 . Nzccl::nge
last quarter, but ™ Increase

still net-negative m Don't know

Upcoming Q4

Negative outlook
for Q4 0% 20% 40% 60% 80% 100%
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REVENUE TRENDS

State results:

Geography matters, but
with caveats

UP/Mich saw bounce-
back, in part from
strong summer tourism

SD saw best results, but

response composition:

* underrepresented
among sole proprietors

 over-represented
among large firms and
less-impacted sectors

, BY STATE

Revenue trend during pandemic, by state:
Q3 compared with Q2 (2020)

Greater Minnesota

Mpls-St. Paul
M Decline
Wisconsin ® No change
M Increase

Upper Peninsula/Mich m Don't know

South Dakota

0% 20% 40% 60% 80% 100%
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REVENUE TRENDS, BY SECTOR

Revenue comparison, by sector:
Q3 2020 compared with Q2

Entertainment/recreation
Construction

Nonprofit

Professional & tech services
Health care

Accommodation, food/drink
Retail (consumer goods/serv)
Manufacturing

Finance, insur., real estate

0

X

25% 50% 75% 100%

B Decline
™ No change
M Increase

B Don't know

Sector matters

Some sectors hurt early
in pandemic (health
care, accommodation,
retail) saw modest
bounce-back

BUT, more firms
experiencing large
revenue decline
compared with those
seeing large increase
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REVENUE TRENDS, BY FIRM SIZE

N
Revenue comparison, by firm size
Q3 compared with Q2 (2020)
} # of FTEs

Size matters More than 250
Sole proprietors and
small firms more likely >110 250

. W Decline
to experience:

. 11 to 50 ® No change

« Revenue decline  Incrense
* A large revenue 1to 10 = Don't know

decline (>25 percent)

Sole proprietorship

0% 20% 40% 60% 80% 100%
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REVENUE TRENDS, BY FIRM OWNERSHIP

N
Revenue comparison, by ownership:
Q3 compared with Q2 (2020)
] Minority owned

Minority-owned
businesses: 2:1
decliners vs growers

Woman owned H Decline

™ No change

M Increase

Veteran owned

B Don't know

White-owned: 6:5

None of the above

0% 20% 40% 60% 80% 100%
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OTHER RESULTS



WORKFORCE

Workforce levels
lower than Q3 2019
(no surprise)

Also net-negative
compared with June
levels

Job cuts relatively
balanced across
employer firms

Additional (net) cuts
expected in Q4

Please estimate current staffing levels,
and expectations for the near future

Current levels compared with
12 months ago
B Modestly lower
Current staffing compared
) ® No change
with end of June

Modestly higher

W Significantly lower

W Significantly higher
Expected by year end = Don't know
compared w. current levels
0% 20% 40% 60% 80% 100%
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WAGES

Wage cuts much more likely among very small firms
Moderate wage growth expected going forward among employer firms

Please describe recent changes to average

wages at your firm
# of FTEs

vore than 250 [
o)
B Wage cuts of 10-25%
= Wage cuts of 1-10%
11to 50
® Flat (+/- 1%)
= Wage increase of 1-5%
m Don't know

0% 25% 50% 75% 100%

Additional wage actions expected over the
coming 6 months

[0)
B Wage cuts of 10-25%
= Wage cuts of 1-10%
11to 50
® Flat (+/- 1%)
= Wage increase of 1-5%
® Don't know

0% 25% 50% 75% 100%
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SUPPLY VS. DEMAND

Customer demand lagging restrained capacity

Tell us about current production capacity,
and expected changes by year-end

Current operations,
compared with pre-
COVID levels

Expected at the end
of year, compared
with pre-COVID
levels

0%

25%

50%

75%

100%

m Closed

B < 25% capacity

m 25-50% capacity

50-75% capacity

75-95% capacity

B At or above pre-
COVID levels

Tell us about customer demand in relation
to your firm's operating capacity

m Well below current
supply capacity

Current/recent
customer demand Somewhat below

current supply capacity

At or near supply
capacity

Customer demand
expected over coming
quarter

m Well above supply
capacity; turning away
business

m Don't know

0% 25% 50% 75% 100%

7 FEDERAL RESERVE BANK oF MINNEAPOLIS



CHALLENGES TO OPERATIONS

Firms facing many additional challenges aside from slack demand

Pick one: Aside from customer demand,
what is the greatest challenge to your firm?

30% -

25% -

20% -

15%

10% A
0% N | T T T T

Child care for existing Expense and Inability to return to Labor availability for Supply chain Other
workforce inconvenience of office; lack of remote  open positions  problems/disruptions
Covid-related work productivity
sanitation and other
workplace

regulations
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INFLATION: INPUT COSTS AND FINAL PRICES

Describe current price levels compared with pre-
pandemic levels

Firms are

reporting a

notable rise in Non-labor input prices I - B Lower > 5%

input costs, with Lower by 1-5%

some bleed-thru Mostly flat (+/- 1%)

to final prices _ o Higher by 1-5%
Final/retail prices to W Higher by 5-10%

customers W Higher by > 10%

Fairly balanced

across firm size
0% 20% 40% 60% 80% 100%
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One in 10 firms
insolvent in 3
months; large firms
more stable

The good news:
Steady improvement
during pandemic
July survey: 16%
May survey: 28%

Fair amount of
uncertainty in future

If current economic conditions persist, how
long could your firm stay solvent?

More than
250
51to 250 . M Less than a month
] M 1-3 months
11t0 50 - 4-6 months
| Longer than six months
11010 - Don't know
Sole
proprietor _

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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OUTLOOK

What is your outlook for remainder of 20207

30% -

25% -

20% -

15% -

10% -

N l

0% - | | | -
Likely to go Very Somewhat Neutral Somewhat Very Don't know

out of pessimistic  pessimistic optimistic optimistic

business

Balance, but volatile

Pessimism and
optimism are both
relatively high
(39% v. 38%)
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QUICK TAKE-AWAYS

Modest improvement from earlier in pandemic, but
recent revenue trends still negative

Small firms, minority-owned firms, and consumer-
facing/crowd-based firms among hardest hit

Staffing levels have been soft, and look to continue

Soft demand a problem, but businesses face many
other operating challenges

Solvency appears to be improving, but still big threat
Businesses facing lots of uncertainty and low
visibility into 2021
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MOVING FORWARD:

TRACKING THE COVID ECONOMY

e Continued survey work
* Construction firms, October 26-30

* Ag credit conditions survey, November

e More & better real-time metrics on
economic activity
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COVID-19 and the Ninth District economy: A dashboard

Test positivity ratio

7-day rolling average

Change in seated diners at
restaurants

Compared with year ago, 7-day moving average

e

ol

50%

41-“-._-_
U

-50%
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THANK YOU!
QUESTIONS?

Submit written questions to the host




THANK YOU!

MINNEAPOLIS FED SPEAKERS BUREAU

TWITTER: @RONWIRTZ
@MINNEAPOLISFED
CONNECT VIA LINKEDIN
RON.WIRTZ@MPLS.FRB.ORG
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