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by John E. Martinez

For the Second Quarter of 2014, the Bureau of Business and Government
Research (BBGR) surveyed just over 3,000 local households residing in the
Greater Wichita Falls area.! The results of that survey are reported in this
quarterly edition of the ECONOMIC OUTLOOK REPORT. The WFCCI measures
overall consumer confidence via an index of the present situation and an
index of expectations, surveying both consumers’ short-run and long-
run expectations. With regard to the WFCCI, three essential findings are
presented:

« Local residents’ overall confidence in the health of the local economy
+ Local residents’ overall confidence in the health of the national economy
+ Local residents’ overall confidence in their personal financial well-being

The following analysis provides some revealing insights about the local
economic outlook for Second Quarter business conditions at both the national
and local levels.?

Local consumer confidence is shaped by a confluence of many factors, one
of which is how well the national economy is faring. This seems to be especially
true when it comes to recent events concerning the U.S. budget picture.
Weak national employment and output numbers over the past quarter has
probably been responsible for generating a more pessimistic outlook in local
consumer attitudes.

As indicated by Figure 1 below, the current economic outlook for Q2/14 fell
slightly from last quarter’s value. The WFCCI decreased from 80.6 for the last
quarter (Q1/14) to 77.6 for the current quarter (Q2/14).2

"The sampled population is statistically representative of all households in ‘Greater Wichita Falls, an area
approximated by the Wichita Falls Trade Area. Specifically, the survey area includes all potential households
residing in a 40-mile concentric circle from the center of Wichita Falls. The area includes zip codes areas 76301 to
76399 in Texas and all zip codes beginning with 735 (designated in 735XX in this Report) codes in Oklahoma. Every
quarter we send out 3000 mailed surveys with an average of about 300 returned as ‘undeliverable’ to the original
address. Of the remaining 2,700 surveys delivered, the return rate has consistently been in the range of fifteen to
twenty percent. A fuller description of the survey methodology can be obtained from the Bureau of Business and
Government Research.

2 Kathy McGowan has been indispensible for making this Report possible. She has been involved in every phase
of this Report - from implementation, to editing and formatting design, and ultimately through its final stage of
production and distribution.

3A proportion known as the ‘relative value’ is calculated for each of the 12 questions by subtracting the
percentage of negative from the percentage of positive responses and then adding 100. When the number of
positive responses to any question is offset by an equal number of negative responses, the relative value for that
question would be 100. An index score of 100 represents a mixed outlook, neither pessimistic nor optimistic. A
higher percent of positive to negative responses results in an index value that is greater than 100. The higher an
index value is from 100, the more positive is the outlook. Conversely, a lower ratio of positive to negative responses
results in an index value less than 100. The smaller the value, the more pessimistic is the outlook. The index values
for all of the 12 questions are then averaged together to form the WFCCI. One-third of the questions comprise the
Present Situation Index, while the other two-thirds forms the Expectations Index. The WFCCl is constructed as a
weighted average of these two indices.
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Wichita Falls Consumer Confidence Index by Quarter
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In addition to the average overall index value for Q2/14, a detailed look at the data in Table 1 reveals
a rather inconsistent change in relative values from the previous quarter for the various dimensions of
the WFCCI. Interestingly, respondents were more optimistic concerning the availability of local area jobs
but less optimistic about present business conditions in the local area. The decreased confidence in the
future component of the index is probably due to their less optimistic employment outlook for the national
economy.

Table 1
Relative Index Values for Individual Questions Comprising the WFCCI by Quarter
Survey Question Q1/14 Q2/14

How does your current household financial condition compare to a
year ago? Better? Worse? 81.4 82.1
Household’s financial condition-what will it be a year from now?
Better off? Worse off? 79.6 81.3
As for Business conditions in the country-what do you expect
during the next 12 months? Good times? Bad times? 78.9 74.4
Are current business conditions in the country better or worse
compared to a year ago? Better? Worse? 85.3 76.4
A year from now, what do you expect about business conditions
for the country? Better? Worse? 78.6 72.6
Looking ahead, which would you say is more likely for the country
as awhole? Good times? Bad Times? 71.9 72.6
For the country as a whole, how many people will be out of work
during the coming 12 months? Fewer? More? 83.0 82.1
How would you rate present business conditions in the local area?
Good? Bad? 88.4 82.1
What would you say about the current availability of local area
jobs? Plentiful? Hard to get? 78.6 80.3
A year from now, what do you think that local business conditions
will be? Better? Worse? 82.7 74.6
A year from now, do you think there will be more jobs in the local
area? More? Fewer? 77.8 66.9
What would you guess your total household income to be one year
from now? Higher? Lower? 81.2 85.3

Overall Consumer Confidence Index 80.6 77.6

Further analysis based on responses to specific questions allows us to investigate the various components
which account for the change in overall sentiment. A cursory glance at Table 2 reveals that the overall WFCCI
value masks a great deal of variation in its specific components.

Confidence measuring both the future state of the economy at all geographic levels rose significantly this
quarter. In addition to the local and national component, the manner in which individuals viewed their own
personal finances also registered increases in the future dimension.

Respondents were more optimistic regarding the current state of the local economy but the expectations
component of the index also increased, suggesting that residents are more optimistic about the near-term
outlook of national and local economy.
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Figure 2 below further highlight the variation in the different components for Q2/14. As with their more
favorable outlook about the national economy, area consumers are more optimistic concerning the present
state of the local economy.

As Figure 2 reveals, respondents are more positive about the local (76.0) economy than they are about
national economic prospects (75.6), but only minimally so.

Figure 2
Wichita Falls Consumer Confidence Index by Area
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Interestingly, when the discussion turns to the future, at least in relation to the present, respondents’'mood is
lower on both the local and national dimensions. From Table 2, we note that the Present component pertaining
to local business conditions is 81.5% but the Expectations component is only slightly lower at 70.8%. The
various expectations components reflect a considerable deterioration from last quarter’s reading.

Table 2 - Index Relatives for the WFCCI by Component Indices

Local National Personal Average

Q14 Q214 | Q114 Q214 | Q114 Q214 | Q114 Q214

Present 835%  81.2% | 85.3%  76.4% | 81.4%  82.1% | 83.4%  80.2%
Expectations | gp30,  708% | 78.1%  75.4% | 80.4% = 83.3% | 792%  76.2%

Average 81.9%  76.0% | 79.5%  75.6% | 80.8%  82.9% | 80.6%  77.6%

Column averages are weighted ratios of the Present and Expectations Indices
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Figure 3 reveals that the Expectations Index is somewhat below the Present Index suggesting that local
respondents believe that both the local and national economy could be in for rough sledding ahead. In contrast
to the previous quarter of the WFCCI, local residents are less hopeful about the future than the present. For the
Second Quarter of 2014, the Present Index stands at 80.2, while the Expectations Index is lower at 76.2%.

Figure 3
Wichita Falls Consumer Confidence Index (WFCCI) by
Component Indices: Present and Expectations

85.0%

80.2% Second Quarter, 2014
80.0% -

77.6%
76.2%

75.0% -

70.0% A

65.0% -

60.0% -

55.0% -

50.0% - .
Present Expectations Average

PATTERSON

FAMILY OF DEALERSHIPS
PattersonAuto.com

GMC  Cadillac ¢ Buick » Hyundai Patterson RV Center
315 Central Freeway 2606 Jacshoro Highway
(940) 766-0293 (940) 767-1234
Dodge e Chrysler ¢ Jeepe Kia Honda Patterson Of Bowie
2900 Jackshoro Highway 319 Ceniral Freeway Wagonsellar Rd at US 287
(940) 761-1011 (940) 322-5451 (855) 209-1603

PRI CHRYSLER




NATURAL GAS

IS A Winner!

As the energy debate rages on Capitol Hill, one thing is certain: Natural gas is the cleanest fossil fuel.

Natural gas is plentiful. And with the development of new technology, gas production continues to
increase.

Natural gas has an infrastructure already in place to get new gas resources to consumers throughout the
nation.

Natural gas pays a myriad of taxes and royalties to local, state and federal governments.

Natural gas creates jobs for the American worker.

Let's see. Natural gas is the cleanest burning fossil fuel. It’s plentiful. It creates jobs and wealth for states and com-
munities around the country.

sounds like NATURAL GAS

is an all-around winner for the nation.

This message brought to you by the thousands of men and women in the oil and gas industry and the Foundation for Energy Education.



The Local Economy - A Trend Perspective

How one perceives his/her own personal situation is, in large part,
dependent on their outlook about local economic conditions which, in turn,
is a confluence of many factors. The Personal index is shaped not only by
the local business environment but also by perceptions about how well the
national economy is faring. We're proud

The WFCCI enlists a number of questions designed to capture consumers’ to bring you
sentiment in each of these separate dimensions. Over the past several years,
the prolonged slump in the national economy has adversely impacted
local consumer sentiment. While that negative influence seems to have The
abated over the past two quarters, its influence came back strong for the
current quarter. And, as the risk of a budget impasse continues to dominant
national news outlets, national economic conditions will continue to exert a
downward influence on the other components of the index.

Obviously, local confidence levels are not immune from national trends. As
Figure 4 illustrates, the national outlook over the past year has consistently everyday_
been below the average index values for the WFCCI.

Join
. _ Doug Bilyeu,
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In turn, lower levels of confidence in both local and national conditions can exert a negative influence on
the way local residents view their own personal finances. Nonetheless, the personal component of the WFCCI
has always been generally higher than the average index value. What is noteworthy about this quarter is the
relative increase of the personal component, especially when compared with the last quarter. For the current
quarter, only the personal finance component is above the average with the local and national components
slightly below the average index value.
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Continuing the trend
from previous quarters,
area residents are less
optimistic in their
outlook for the national
economy than for the
localeconomy (seeFigure
5) but the gap narrowed
significantly. In the past,
local area residents have
consistently rated overall
business conditions
better at the local than
at the national level.
As Figure 5 reveals, the
National component
which had been exerting
a drag on the local
component, dramatically
reversed  itself  last
quarter.

Figure 5 - WFCCI Quarterly Indices - Local and

National Business Conditions
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Figure 6 - Local Quarterly Consumer Ratings,
Percentage Who See Good or Bad Times Ahead for the National
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Figure 7 - Local Quarterly Consumer Ratings,
Percent Who See Local Economic Conditions as Good or Bad
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When asked about the future,
a large percentage of local
respondents increasingly see
‘bad times’ ahead for the national
economy (see Figure 6). When
asked about the future prospects
for the national economy, the
percentage of local residents
responding  negatively  has
outpaced those with a positive
outlook for the past eight
quarters. As clearly reflected in
Figure 6, the gap increased in the
current quarter after narrowing
in the previous quarter.

As Figure 7 reveals, area
residents have more consistently
seen’badtimes’aheadforthelocal
business than they have ‘good
times’ ahead. There has been a
significant gap in confidence with
the percent seeing ‘bad times’
ahead outpacing the percent
seeing ‘good times’ ahead when
it comes to the outlook for the
local economy, though that
trend narrowed significantly in
the current quarter. But, even
with the gap narrowing, more
respondents continued to see
‘bad times’ ahead compared to
those reporting ’‘good times’
in their outlook for the local
economy. As the Figure 7 reveals,
the gap significantly narrowed in
the current quarter.
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Planned Spending

Relative to the previous season, how does the current 2014 summer season shape up? In response to the
question in Table 3, the coming 2014 summer season does not appear to bring much cheer. Just less than
15.0% of respondents said they plan on spending more in the 2014 with almost 40% of all respondents
planning on spending less.

Table 3 — For this coming summer, will your overall
spending be more or less than last summer?

Response rates to the above question

More About the Less Undecided
same
% of row
Q214 14.2% 44 6% 39.4% 1.7%
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Summary and Conclusions

Compared to the previous quarter (Q1/14), consumer confidence as
measured by the WFCCI forQ2/14 is slightly less upbeat. With a drop
in confidence for the current quarter, consumers are thus more likely
to reduce future spending. Thus, the near term outlook appears to be
somewhat less upbeat than previously.

Based on confidence level estimates for the Second Quarter 2014,
local consumer spending is less likely to increase in the coming months.
And, as local consumers become less optimistic about local and national
conditions, they should be less optimistic in their outlook about their own
personal finances and the future prospects for the local economy as well.
It is therefore our belief that the longer term performance of the regional

economy will be somewhat sluggish for the remainder of 2014. Ann & Denny Bishop

CRS, GRI, ABR Broker/Owners
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1916 Elmwood North Ave.
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Ashton Gustafson
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