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Where do we stand today?

Good News
• Easing Fed policy (2nd half of year)

• Fiscal stimulus (One Big Beautiful Bill)

• Deregulation and shrinking federal government 
(Federal Govt employment down 271,000 jobs 
between Dec 24 and Dec 25)

• Continued AI spending boom
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Where do we stand today
Bad News

• Weak employment market

• COVID stimulus has worn off

• Consumer credit delinquencies up

• Saving rate down

• Stock market appears to be overvalued

• Out of control federal debt and deficits 

• Unstable tariff policy

• Uncertain impact of President Trump’s foreign policy
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Unknowns

• Tariff Policy
• Destabilizing for purchase and 

investment decisions
• Contributing to inflation BUT less 

than most economists thought

• Immigration Policy
• Need to match workforce to what 

business needs
• Slower growth
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It is tough year to call.

• Most forecast call for 
growth from 2.0% to 2.5% 
in Real GDP and a 
relatively stable rate of 
inflation that is modestly 
above the Fed’s rate 
target. 
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Traditional Economic Indicators

Traditional indicators have long flashed red     
(= recession). 

These normally reliable predictors have 
forecasted a recession that we have not seen 

(at least not yet). 
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Leading Indicators
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Treasury Spread 10-Year minus 3-month
Source: Federal Reserve
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Net Percentage of Domestic Banks Tightening Standards
(Commercial and Industrial Loans to Large and Middle-Market Firms)
Source: Board of Governors of the Federal Reserve System
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Published in January,  reflects changes over the past three months
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Treasury Spread
Probability of Recession

Source: Federal Reserve
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So, What 
Happened to 

the Recession?

12



Elliott D. Pollack & Company
Court, Merritt, Pollack, & Stevenson

AI Investment as a % of GDP
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AI Growth

2024 growth in real GDP
• with AI spending 1.8%
• without AI spending 0.5%

 

Source: Steve Eisman, The Real Eisman Playbook Podcast
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AI Growth
• Without data centers, GDP growth was 0.1% in the first half of 2025 

according to Harvard economist Jason Furman.

• Investment in information-processing equipment and software was only 4% 
of U.S. GDP for the first half of 2025, yet it also accounted for fully 92% of 
GDP growth over that period.
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AI Growth
• AI investment as a % of GDP is starting to show explosive 

growth. 

• Expected to lead to higher productivity gains. Timing uncertain. 

• According to a senate report, up to 100 million jobs could be 
replaced. 

• Historically, technology booms have led to the creation of new 
jobs. Will it happen this time? 
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AI Growth
• Higher productivity could positively impact inflation and 

help offset the decline in employment and hours worked.

• Growth right now is being driven by AI investment - not yet 
by its supply side benefit that promises to accelerate 
growth in the future. 

• Only time will tell what the effects on the overall labor force 
will be.
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Total Non-farm Employment
Net Monthly Change

Source: BLS(1,000’s)

3-month avg = 5,700 jobs per month
6-month avg = -1,000 jobs per month
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Beware

Employment March 2024 through March 2025 
was recently revised downward by 862,000 jobs. 

This appears to be a trend. Initial jobs reports 
have consistently been revised downward with 

additional data.

19



Elliott D. Pollack & Company
Court, Merritt, Pollack, & Stevenson

Employment Revisions

• Total nonfarm employment:

• 2025: Revised down from +584,000 to +181,000 = 15,000/mo

• 2024: Revised down from 2 million to 1.46 million = 122,000/mo

• 2023: Revised down from 3 million to 2.7 million = 225,000/mo
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Recession Periods
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Recession Periods
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Recession Periods
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Unemployment Rate (U-3)
1968-2026

Source: BLS
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Recession Periods
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Recession Periods
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What Happened to Labor Force Growth? 
The labor force has been growing slowly
Why?

• Aging labor force
• Less international migration
• Harsher immigration enforcement

• Forced deportations and self-deportation

As a result, the unemployment rate remains low even as the 
labor force growth flattens. 
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Labor force Projections (Thousands)
Source: BLS

LF 
2004

LF 
2014

LF 
2024

LF 
2034

Net 
Change

% 
Change

Total, 16 years 
and older 147,402 155,922 168,104 173,454 5,350 3.2%

16 to 24 22,269 21,295 21,777 19,649 -2,128 -9.8%

25 to 34 32,207 34,199 37,181 38,046 865 2.3%

35 to 44 36,158 32,505 37,403 39,116 1,713 4.6%

45 to 54 33,758 34,062 32,937 35,768 2,831 8.6%

55 and older 23,010 33,861 38,806 40,876 2,070 5.3%
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removals in 
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Attempted Southwest Border Crossings
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Recession Periods
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Consumers

Consumer spending was hailed 
as the savior of the economy. 

It was fueled by excess savings 
from the shutdown and later by 
increased credit card spending. 

But, what about now?
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Recession Periods
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Recession Periods

*the ratio of total required household debt payments to total disposable income.
**Data through the third quarter 2025 37
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U.S. Consumer Credit
Total Revolving Credit Outstanding

1980 – 2025* 
Source: U.S. Federal Reserve

Recession Periods
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Revolving Credit Plans – may be unsecured or secured by collateral and allow a consumer to 
borrow up to a prearranged limit and repay the debt in one or more installments. 38
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Credit Card
Percent of Balance 90+ Days Delinquent

Source: New York Fed
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Google, Amazon, Apple, Meta, Microsoft, Nvidia, Tesla
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Fed Funds Rate Less Core-PCE
Source: Federal Reserve; BLS
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Let’s Save!!!

Let’s Spend & Borrow!!!
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Tariffs???
• The uncertainty and inconsistency surrounding tariffs has created confusion 

on the part of manufacturers, importers, exporters, retailers and consumers. 

• No one knows where we are or how much prices will increase or when they 
will increase. 

• Manufacturers and importers will most certainly modernize and will make 
their supply chains more efficient once they have more certainty.  

• As of the moment, it appears that inflationary pressures amounting to 2-3% 
are still in front of us. 

• Once again, only time will tell. 
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FY Federal Surplus or Deficit [-]
Source: U.S. Office of Management and Budget
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At what point will the government be unable to 
borrow its way out of the next crisis? 
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Interest Payments

2023 - $659 Billion

2024 - $892 Billion

2025 - $970 Billion

2035 - $1.8 Trillion
Next Decade - $13.8 Trillion
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Interest on the debt as % of Total Government Outlays
Source: U.S. Office of Management and Budget
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Housing
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Recession Periods

Jan-22, 1,243 

Dec-25, 881 

600

700

800

900

1,000

1,100

1,200

1,300

1000’s

*Data through December 2025

Single Family Permits (SAAR)
2015 – 2025* 

Source: U.S. Census Bureau

51
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Recession Periods
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Recession Periods
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Spread Between Existing Mortgages and the Current 
Mortgage Rate Significantly Discourages Moving

Source: FHFA; Freddie Mac
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Source: University of Michigan
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Source: University of Michigan
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Source: University of Michigan
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Median Income Household % of Income Toward Median Priced Home
Source: Atlanta Fed
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• Interest rates
• Housing cost burden 
• Locked in effect
• Demographic changes caused by 

affordability
• Slowdown in job creation
• Continued significant increases in 

municipal impact fees and other costs

• Labor shortages, tariffs and supply 
chain issues

• Need for smaller houses on smaller lots
• Slowdown in national and international 

migration
• Cost of ownership insurance, HOA fees 

and taxes. 

61

What are the problems for housing? 
Unlike the late 70’s and early 80’s, it’s more than just interest rates. 
So, what is it? 
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There is no quick fix. 

A higher percentage of the population will be renters. 
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Real GDP Forecast
Blue Chip Economic Indicators 

(February 2026)

Year 2025 2026 2027

Average 1.9% 2.4% 2.4%

Top 10 2.0% 3.0% 2.9%

Bottom 10 1.8% 1.6% 2.0%

32%  Blue Chip contributors suggest a recession will occur in the next 12 
months .

2025 forecast from December 2025 edition
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CPI Forecast
Blue Chip Economic Indicators 

(February 2026)

64

Year 2025 2026 2027

Average 2.8% 2.7% 2.5%

Top 10 2.9% 3.1% 3.0%

Bottom 10 2.7% 2.4% 2.1%

2025 forecast from December 2025 edition
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S&P Global Forecast 
(February 2026)

2024 2025 2026 2027 2028

GDP Growth 2.8% 2.2% 2.7% 2.0% 1.7%

Job Growth 1.3% 0.9% 0.4% 0.5% 0.2%

Unemployment 4.0% 4.3% 4.6% 4.6% 4.6%

CPI 3.0% 2.7% 2.5% 2.8% 2.5%
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• The economy has been better than expected. 
• AI spending has accounted for the great majority of growth 

over the last year and a half. Can that last? 
• Consumers seem to be coming under pressure. 
• Job market is under pressure. 
• The consensus forecast is for continued slow growth. 
• But, there are still many issues out there. 
• We might still get that recession but right now it is difficult to 

see what is going cause it. 
• Black Swan?
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Arizona
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Arizona Rankings Among States
Source: U.S. Bureau of Census; Bureau of Labor Statistics; Bureau of Economic Analysis 

DECADE POPULATION EMPLOYMENT
PERSONAL 

INCOME

1950 - 1960 4TH 1st 2nd

1960 - 1970 3RD 3RD 4TH

1970 - 1980 2ND 3RD 3RD

1980 - 1990 3RD 3RD 5TH

1980 - 1990 2ND 2ND 3rd

2000 – 2010 2nd 12th 12th

2010 – 2020 9th 3rd 6th 
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Arizona ranked #4 in Labor Force Growth 
Year over Year for 2025

 December 2025 over December 2024 – 2.5% growth

 #1 in Natural Resources & Mining growth

 #8 in Professional & Business Services growth

 #11 for Private Sector job growth
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Arizona Commerce Authority – Statewide Activity
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Arizona Commerce Authority’s Fiscal 
Year Economic Development Results

Attracted companies from across the United States and 
World.

• FY 2021
• 23,317 New Jobs
• $24.81B CAPEX

• FY 2022
• 24,186 New Jobs
• $10.75B CAPEX

• FY 2023
• 24,227 New Jobs
• $40.73B CAPEX

• FY 2024
• 21,215 New Jobs
• $50B CAPEX

• FY 2025 
• 24,285 New jobs
• $31.6B CAPEX
Elliott D. Pollack & Company
Court, Merritt, Pollack, & Stevenson
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Recession Periods
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77December 2025: 122,000 Job openings to 167,230 unemployed
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Arizona Unemployment Rate (S/A)
1976-2025

Source: BLS; AOEO
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Arizona
Employment Monthly Gains (SA)

2020-2025
Source: BLS; AOEO
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Greater Prescott
Employment Monthly Gains (SA)

2020-2025
Source: BLS; AOEO
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Arizona
Employment Growth

Source: AOEO
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Greater Prescott
Employment Growth

Source: AOEO
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Employment: Greater Prescott to U.S.
2005-2025

Source: Bureau of Labor Statistics
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Arizona
Employment Growth Forecast

Source: UofA Forecasting Project
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Greater Prescott 
Employment Growth Forecast

Source: UofA Forecasting Project
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Arizona
Population

Source: AOEO
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Greater Prescott
Population

Source: AOEO
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Arizona
Population

Source: AOEO
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Greater Prescott 
Population

Source: AOEO
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Greater Prescott 
Population

Source: UofA Forecasting Project
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Greater Prescott
Net Migration and Natural Increase

Source: AZDHS; UofA Forecasting Project
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Greater 
Prescott 

Population 
Forecasts
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2020 2030 2040 2050 2060

Population 237,073 277,268 301,937 324,077 347,985

Net Change 40,195 24,669 22,139 23,908

% Change 17.0% 8.9% 7.3% 7.4%

CAGR 1.6% 0.9% 0.7% 0.7%

Source: AOEO 2022-2060 State and County Population Projections

2022
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Greater 
Prescott 

Population 
Forecasts
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2020 2030 2040 2050 2060

Population 237,073 262,929 278,655 287,511 297,944

Net Change 25,856 15,727 8,855 10,434

% Change 10.9% 6.0% 3.2% 3.6%

CAGR 1.0% 0.6% 0.3% 0.4%

Source: AOEO 2025-2060 State and County Population Projections

2025
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Greater Prescott
Median Income Household % of Income Toward Median Priced Home

Source: Atlanta Fed
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Federal Reserve Bank of Atlanta's Home Ownership 
Affordability Monitor (HOAM)

115.2 114.4 114.3 109.8 106.4 103.2 100.2 99.8 98.0 96.2 95.0 92.3 89.0
67.1

51.7

November 2015
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76.4 72.2 70.3 70.2 68.9 68.9 66.9 66.2 66.0 66.0 65.9
54.7 51.3

45.6
36.6

November 2025
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Single 
Family 
Home 
Prices
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Required 
Income

2016: $60,000

2025: $160,000
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Prescott
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Required 
Income

2016: $73,000

2025: $177,000
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Prescott 
Valley
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Required 
Income

2016: $50,000

2025: $124,000
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Verde 
Valley
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Required 
Income

2016: $40,000

2024: $115,000
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Sedona
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Required 
Income

2016: $123,000

2024: $305,000

$616,632 

$1,196,479 

$150,000

$350,000

$550,000

$750,000

$950,000

$1,150,000

$1,350,000

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Average Single Family Home Prices
Source: Yavapai County Assessor

CITY OF COTTONWOOD

CITY OF SEDONA

TOWN OF CAMP VERDE

TOWN OF CLARKDALE

TOWN OF JEROME
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Incomes
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How Can Affordability Recover?
• Lower mortgage rates – likely but modest

• Lower housing prices – unlikely

My wish list:

• More types of housing choice – smaller footprints

• Cities become more efficient – less regulation

• More supply
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Apartment Market

107



Elliott D. Pollack & Company
Court, Merritt, Pollack, & Stevenson

Greater Prescott Apartments
Deliveries vs. Absorption

Source: CoStar; Elliott D. Pollack & Company
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Yavapai 
County 

Apartment 
Rents
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Required 
Income

2016: $48,000

2025: $64,000
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Apartment 
Rents
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Source: CoStar

Salary

Unit Rent Requirement

Studio $1,389 $55,600

1 Bed $1,357 $54,300

2 Bed $1,667 $66,700

3 Bed $1,884 $75,400
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Apartment Market
 741 units under construction

 Vacancy 10.9%

 302 units net absorption

 Rents down 0.5% YOY ($1,556)

 Sales prices down 2.3% YOY ($181,000/unit)

 Cap rate flat (6.5%)
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Commercial 
Real Estate
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OFFICE
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Source: CoStar Recession Periods

*2026 and 2027 forecast
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Office Market

 0 SF under construction

 -66,000 SF net absorption

 Rents up 1.8% YOY ($23.71)

 Sales prices up 2.5% YOY ($179/SF)

 Cap rate up 0.1% (9.9%)
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Greater Prescott Industrial Market
Source:  CoStar
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Industrial Market

 17,000 SF under construction

 -84,100 SF net absorption

 Rents down 1.4% YOY ($11.67)

 Sales prices up 1.3% YOY ($113/SF)

 Cap rate up 0.2% (8.7%)
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Greater Prescott Retail Market
Source:  CoStar
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Retail Market

 0 SF under construction

 -57,200 SF net absorption

 Rents up 0.7% YOY ($19.18)

 Sales prices up 4.5% YOY ($227/SF)

 Cap rate down 0.1% (7.1%)
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Construction Cost Trends
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Labor costs have lagged overall inflation.
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High demand for copper generated by data centers 
and power infrastructure. Expected to continue.



Elliott D. Pollack & Company
Court, Merritt, Pollack, & Stevenson

2% growth in skilled labor costs 2025, less than overall inflation.
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Demand shifted from residential to non-residential, followed by public 
spending. Where does the next bump come from?
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Data center construction spending may double again in 2026.
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Homeowners Insurance Trends
 Arizona property insurance rates experienced a 70% 

increase in premiums since 2019.

 4th-highest hike nationwide. 

 Rates rose 13% in 2025.

 The average annual cost of $2,623 remains slightly below 
the national average. 

 Key drivers include increased wildfire risk, inflation, and 
higher construction costs.
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State Housing Legislation
 HB 2720 - Accessory Dwelling Units (ADUs) – cities over 75,000

 HB 2721 – Missing Middle Housing Bill - requires cities to allow 
townhomes, duplexes, triplexes, and fourplexes as a permitted use within 
certain residential areas – cities over 75,000

 SB 1162 - establishes timelines for review of zoning applications (within 
180 days) – cities over 30,000

 HB 2447 - requires cities/towns to review and approve site plans, 
development plans, preliminary and final plats without a public hearing – 
does not apply to county land

 HB 2297 - establishes certain standards for adaptive reuse of commercial 
buildings. – cities over 150,000
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State-to-State Net Migration Flows - 2022
Source: U.S. Census Bureau, 2022 American Community Survey, 1-year estimates.
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California 46,745                
Washington 14,005                
Oregon 5,985                  
Illinois 5,246                  
Utah 5,240                  
Colorado 4,846                  
Missouri 3,786                  
Michigan 3,677                  
Wisconsin 3,095                  
New Jersey 2,549                  

Florida (7,430)
Texas (5,230)
North Carolina (2,319)
Oklahoma (1,726)
Nebraska (1,689)
Hawaii (1,514)
Pennsylvania (1,288)
Mississippi (1,248)
Indiana (1,194)
Idaho (1,005)

Top 10 Bottom 10
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Conclusions
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• 2025 experienced employment decline, but expected to rebound to 1.0% 
growth in 2026.

• Population gains remain slow – 0.7% growth with 0.7% growth expected 
in 2026 and 2027. Impacted by reduced housing affordability and 
population migration.

• Huge cut to long term growth forecasts. Housing affordability a likely 
contributor.

• Continued slow growth.
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Thank You!

Danny Court
Principal, Senior Economist
480-423-9200
court@edpco.com
www.edpco.com
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