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STRENGTHS & WEAKNESSES

STRENGTHS
Concentration of auto industry headquarters,
production, and research and development.
High housing affordability.
Well-positioned for growth in green and advanced
manufacturing.

WEAKNESSES
Below-average quality of life, high crime rate, and
eroding infrastructure.
Challenging fiscal situation in the city.
Persistent out-migration.

FORECAST RISKS

»

»

»

»

»

»

SHORTTERM W | LONGTERM 4}
RISK EXPOSURE  Highest=1
2015-2020 334 sthquintie 7000

UPSIDE
Midtown investments attract more educated
residents and spur corporate expansions.
Growing healthcare center helps retain more
college graduates.

DOWNSIDE
Public safety and services decline further,
amplifying out-migration.
The strong dollar and tepid global demand for
capital goods and motor vehicles create downside
risk.
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ANALYSIS

Recent Performance. Detroit-Dearborn-
Livonia's recovery lags well behind those of the
state and the nation. The auto industry no longer
packs the punch it did in the early stages of the
recovery when sales were climbing from a very
low base. Consumer industries are also strug-
gling with high unemployment and an eroding
population base. Local government, particularly
in the city, is exerting a substantial drag on the
economy. The housing market is also not faring
much better, as homebuilding remains stuck
near a post-recession low. The breadth of hir-
ing remains narrow, with healthcare a key bright
spot. At 7.2% in December, unemployment is the
highest in the state, but the good news is that
the labor force is no longer contracting.

Auto. Auto-related industries will benefit
from improving domestic demand, but they will
generate few net new jobs. Last year was the best
year for the industry since 2006, and U.S. vehicle
sales held above 17 million units at an annual rate
in January and February despite financial turmoil.
Low gasoline prices, greater construction, an im-
proving labor market, and the availability of at-
tractive financing are spurring vehicle sales. Pros-
pects for domestic demand are favorable, and
optimism shows up in the Southeast Michigan
Purchasing Managers’ Index. Although produc-
tion, new orders and employment indexes fell in
February, they all are in expansionary territory.

That said, now that much of the pent-up de-
mand due to delays in replacing older vehicles
has been satisfied, sales are unlikely to rise much
further. Moreover, even after global growth picks
up, the strong dollar will limit gains for export-
oriented manufacturers. Efficiency improve-
ments will also limit the extent of new job cre-
ation in the factory sector.

Budget. Better state fiscal conditions will help
stabilize public sector payrolls, which have been
shrinking for more than a decade. An improving

job market and a budget surplus underpin Gov-
ernor Rick Snyder’s proposal for a 0.8% increase
in the fiscal 2016-2017 budget to $54.9 billion.
Snyder's budget devotes more to K-12 educa-
tion and infrastructure and includes funds to
help ameliorate Detroit public schools’ debt cri-
sis. Higher education’s prospects are also bright.
The proposed budget includes a 3.5% increase in
funding for Wayne State University. Although the
share of jobs in state and local government is the
lowest in decades, the shift from outright cuts to
stable employment will deliver a much needed
boost to the economy. Public sector workers in
DET earn one-third more, on average, than those
in other nonfarm industries.

Long road back. DET is on the right path
thanks to a revitalized motor vehicle industry,
but its employment and population base will
never recover fully. Its core auto industry is much
smaller, and the metro division will struggle to
diversify into life sciences and other high-value-
added services. Weak demographics and high un-
employment will remain long-term constraints
to growth as the metro division's labor market
recovery leaves many workers behind. Labor
force participation in DET has fallen alongside
unemployment, ending last year at just 54%, far
below the U.S. figure of 63%.

The auto industry is a source of strength
and will preserve Detroit-Dearborn-Livonia's
recovery. However, manufacturers will add
few jobs, and the strong dollar and tepid
global demand for capital goods and motor
vehicles create downside risk. Outside of au-
tos, hospitals, the university and green tech-
nologies hold the most promise. Nonethe-
less, population decline limits the potential
for services and DET will lag the nation in job
growth over the extended forecast horizon.

Abhilasha Singh 1-866-275-3266

February 2016 help@economy.com

2009 2010 2011 2012 2013 2014 INDICATORS 2015 2016 2017 2018 2019 2020
64.1 67.9 69.5 70.6 71.8 73.0 Gross metro product (C09$ bil) 74.6 76.2 773 78.2 787 78.8
-10.6 58 2.4 17 1.6 17 % change 2.2 2.1 15 12 0.5 0.2
6979 6926  704.0 715.2 7175 724.6 Total employment (ths) 7387  748.0 759.8 770.0 7754 7758
-7.8 -0.8 16 16 0.3 1.0 % change 1.9 13 16 1.4 0.7 0.0
16.2 15.4 13.0 11.6 11.6 10.0 Unemployment rate (%) 7.2 7.0 6.9 6.9 71 74
-4.3 1.3 5.6 1.0 0.3 3.6 Personal income growth (%) 43 73 72 6.3 43 33
40.7 39.2 395 39.6 40.4 41.4 Median household income ($ ths) 43.6 46.0 48.8 515 53.7 55.6
18375 18157 18018 1,793.2 17761 17659 Population (ths) 1,762.8 17548 17456 17359 17262 1,716.6
-1.5 -1.2 -0.8 -0.5 -0.9 -0.6 % change -0.2 -0.5 -0.5 -0.6 -0.6 -0.6
-34.7 -27.8 -20.5 -14.4 -211 -16.5 Net migration (ths) -85 -13.2 -14.2 -14.7 -146  -143
264 470 476 672 819 704 Single-family permits (#) 1,001 1146 1,457 1560 1,444 1,393
24 265 229 185 206 297 Multifamily permits (#) 1,659 2,578 1,820 1,056 609 489
1275 1173 1137 1148 125.6 1371 FHFA house price (1995Q1=100) 146.3 150.5 155.7 160.9 1669 1747
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ECONOMIC HEALTH CHECK BUSINESS CYCLE INDEX
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EMPLOYMENT & INDUSTRY MIGRATION FLOWS
TOP EMPLOYERS INDUSTRIAL DIVERSITY INTO DETROIT MI
Ford Motor Co. 43,977 Most Diverse (U.S.) Number of
Chrysler Group LLC 32,106 1.00- Migrants
General Motors Corp. 30,570 Warren Ml 20,788
Henry Ford Health System 17,492 0.80] Ann Arbor Ml 3,813
CHE Trinity Health 14,341 Monroe Ml 1,424
Detroit Medical Center 13,458 0.601 Atlanta GA 846
Beaumont Health System 13,223 Chicago IL 665
Rock Ventures 11,563 0.401 New York NY 540
St. John Providence Health System 11,337 FW of]
Quicken Loans 9,423 0.20] Fllnt'MI 513
Blue Cross Blue Shield of Michigan 6,664 Lansing Ml 503
DTE Energy Co. 6,329 0.00 Phoenix AZ 464
Oakwood Healthcare Inc. 6,260 et Bvase Grand Rapids Ml 417
Wayne State University 6,010 Total in-migration 46,277
Comerica Bank 4,808 EMPLOYMENT VOLATILITY 9
Johnson Controls Inc. 2,825 | Dueto U.S. fluctuations Relative to U.S. FROM DETROIT Ml
MGM Grand Detroit LLC 2,494 100% 1 Warren Ml 33,607
U.S. Steel 2132 Ann Arbor M| 4,052
MotorCity Casino-Hotel 1,929 | Monroe Ml 1510
C 80% ’
ompuware Corp. 1,912 Atlanta GA 1023
Source: Crain's Detroit Book of Lists, 2015 60% 1 Chicago IL 888
Phoenix AZ 655
40%] New York NY 581
PUBLIC Lansing MI 578
Federal 14,091 20% ] Flint M 487
State 16,018 Grand Rapids Ml 486
Local 55,249 0% Total out-migration 64,469
2014 B NotduetoU.S. | DuetoU.S. M oer 0 us. Net migration -18,192
COMPARATIVE EMPLOYMENT AND INCOME NET MIGRATION. #
Sector % of Total Employment Average Annual Earnings !
DET Mi uU.s. DET Mi uU.s. 0
Mining 0.1% 0.2% 0.6% $85,962  $46,433 $108,705 i
Construction 2.6% 3.4%  4.4% $71,229  $55,851  $61,655 -5,000
Manufacturing 11.7% 13.8% 8.8% $91,509  $79,353 $78,447 -10.000~
Durable 84.0% 75.9% 63.0% nd $81,429 580,476
Nondurable 16.0% 24.1% 37.0% nd $72,997 75,052 -15,000~
Transportation/Utilities 5.6% 31% 3.7% $74,394 $67103  $65,427 20,000~
Wholesale Trade 41% 4.0% 4.2% $88,759  $82,582  $83,751 ’
Retail Trade 9.4% 11.0% 111% $30,348 $30,428 $33,494 -25,000 1 1 1 1
Information 1.0% 1.4% 2.0% $83,640 $69,181 $108,937 11 12 13 14
Financial Activities 4.6% 4.9% 5.7% $51,061 $42,258 $54,020
Prof. and Bus. Services 16.7% 14.8%  13.7% nd  $58,965 $65204
e o o Mo % IS4%  S4s S35 S2S01 | oo s taaze 25403 2139
Leisure and Hosp. Services 10.4% 97%  10.6% $30,660  $20,872  $26,128 F°m,es L e sene Ao aacs
Other Services 42% 41%  4.0% $29191  $31,286  $35,611 T°Ze'lg” Sodse aser  arise eeds
Government 11.8% 143%  157% $76,888  $69,023 $73,862 | oo = — = =
Sources: Percent of total employment — BLS, Moody's Analytics, 2014, Average annual earnings — BEA, Moody's Analytics, 2014 Sources: IRS (top), 2011, Census Bureau, Moody's Analytics
PER CAPITA INCOME LEADING INDUSTRIES BY WAGE TIER
$THS HIGH-TECH Location Employees
EMPLOYMENT NAICS Industry Quotient (ths)
45 Ths % of total 3363 Motor vehicle parts manufacturing 9.4 26.2
I . .
DET 308 42 S 3361 Motor vehicle manufacttfrmg . 21.4 21.4
/\ P T 5511  Management of companies & enterprises 1.9 20.9
40 o u.s. 6,746.8 4.8 GVF  Federal Government 1.0 14.4
GVL  Local Government 0.8 54.2
_ HOUSING-RELATED 0O 6221  General medical and surgical hospitals 21 48.0
35 EMPLOYMENT Z GVS  State Government 0.6 16.0
o 7211 Traveler accommodation 1.2 11.6
| | | | | | | | Ths % of total 7225  Restaurants and other eating places 0.9 46.3
30 r ! ! ! ! ! ! ! ! ! DET 64.7 8.8 =2 5613 Employment services 11 191
05 06 07 08 09 10 11 12 13 14 05 G 95 © 4451 Grocery stores 0.7 10.0
2014 DET $36,844 MI $40,740 U.S. $46,049 = e : 4529  Other general merchandise stores 11 9.7
Sources: BEA, Moody's Analytics Source: Moody's Analytics, 2015 Source: Moody's Analytics, 2014
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About Moody's Analytics

Moody's Analytics helps capital markets and credit risk management professionals worldwide respond to an evolving
marketplace with confidence. With its team of economists, the company offers unique tools and best practices for
measuring and managing risk through expertise and experience in credit analysis, economic research, and financial
risk management. By offering leading-edge software and advisory services, as well as the proprietary credit research
produced by Moody'’s Investors Service, Moody's Analytics integrates and customizes its offerings to address specific

business challenges.

Concise and timely economic research by Moody's Analytics supports firms and policymakers in strategic planning, product
and sales forecasting, credit risk and sensitivity management, and investment research. Our economic research publications
provide in-depth analysis of the global economy, including the U.S. and all of its state and metropolitan areas, all European
countries and their subnational areas, Asia, and the Americas. We track and forecast economic growth and cover specialized
topics such as labor markets, housing, consumer spending and credit, output and income, mortgage activity, demographics,
central bank behavior, and prices. We also provide real-time monitoring of macroeconomic indicators and analysis on timely
topics such as monetary policy and sovereign risk. Our clients include multinational corporations, governments at all levels,
central banks, financial regulators, retailers, mutual funds, financial institutions, utilities, residential and commercial real
estate firms, insurance companies, and professional investors.

Moody's Analytics added the economic forecasting firm Economy.com to its portfolio in 2005. This unit is based in West Chester
PA, a suburb of Philadelphia, with offices in London, Prague and Sydney. More information is available at www.economy.com.

Moody's Analytics is a subsidiary of Moody's Corporation (NYSE: MCO). Further information is available at
www.moodysanalytics.com.

About Moody's Corporation

Moody's is an essential component of the global capital markets, providing credit ratings, research, tools and analysis that
contribute to transparent and integrated financial markets. Moody's Corporation (NYSE: MCO) is the parent company
of Moody'’s Investors Service, which provides credit ratings and research covering debt instruments and securities, and
Moody's Analytics, which encompasses the growing array of Moody's nonratings businesses, including risk management
software for financial institutions, quantitative credit analysis tools, economic research and data services, data and
analytical tools for the structured finance market, and training and other professional services. The corporation, which
reported revenue of $3.5 billion in 2015, employs approximately 10,400 people worldwide and maintains a presence in
36 countries.

© 2016, Moody’s Analytics Inc. and/or its licensors and affiliates (together, “Moody’s”). All rights reserved. ALL INFORMATION CONTAINED
HEREIN IS PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY PURPOSE, IN WHOLE OR IN PART, INANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY
ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT. All information contained herein is obtained by Moody’s from sources believed
by it to be accurate and reliable. Because of the possibility of human and mechanical error as well as other factors, however, all information contained
herein is provided “AS IS” without warranty of any kind. Under no circumstances shall Moody’s have any liability to any person or entity for (a) any loss
or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within
or outside the control of Moody’s or any of its directors, officers, employees or agents in connection with the procurement, collection, compilation,
analysis, interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory
or incidental damages whatsoever (including without limitation, lost profits), even if Moody'’s is advised in advance of the possibility of such damages,
resulting from the use of or inability to use, any such information. The financial reporting, analysis, projections, observations, and other information
contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell, or
hold any securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'’S IN ANY FORM OR
MANNER WHATSOEVER. Each opinion must be weighed solely as one factor in any investment decision made by or on behalf of any user of the
information contained herein, and each such user must accordingly make its own study and evaluation prior to investing.



