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The Counterintuitive Economic
Outcomes of the COVID Pandemic

> A Transformative Pandemic
> A Transformative Recession

» A Transformative Change to
the Economy

» A Transformative Change in
Bankruptcy Filings

Business Takeaways

. The economy recovered but is subject to new threats
(inflation, interest rates, supply chain, federal debt, war, etc.).

. Businesses are recovering and restructuring (outside of
bankruptcy) to a new business paradigm.

. Bankruptcies will increase if interest rates go up sharply.
. Bankruptcies will increase when cash has been spent.

. When bankruptcies begin to increase, it may be a cascade.
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Consumer Takeaways

» Most consumers have sufficient cash, income, and equity
to avoid a bankruptcy filing—for the time being.

» Governmental actions have removed bankruptcy
triggers—»but they have or will soon end.

» Economic fundamentals have recovered but not grown in
the last two years.

> Inflation, increasing interest rates, supply chain issues,
war, and possible future economic disruptions hover as a
specter over the economy.

How have
Americans coped
with the COVID
Pandemic?
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Impact on Industrial Production Index
(used by Nat'l Bureau Economic Research)

FRED -~ Industrial Production Index — Not Back to 100% Until Nov. 2021
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Impact of
Stimulus on
the Economy

Bureau of the Fiscal Service »
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Im pact on Nonfarm Employment
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-2%

. _% e ax

-6%

-12%

— - : —1—1 -14%

-16%

2007 2005 2011 2013 2015 2017 2019 2021 2023

-18%

FRED Feb. 2022 Unemployment: U.S. & Utah

15.0

Percent

Nat’l 3.9%

I
(¥

Utah 2.1%

Jul 2019 Jan 2020 Jul 2020 Jan 2021 Jul 2021 Jan 2022

16

Hon. Kevin R. Anderson 8



Utah Bar — April 2022

State Unemployment Heat Map
Feb. 2022

Top Ten
Nebraska™ 2.1
Utah 2.1
Indiana 2.3
Kansas 2.5
Montana 2.6|
Oklahoma 2.6
South Dakota 2.6
Minnesota 2.7
New Hampshire 2.7
Idaho 2.8

Bottom Ten
New Mexico 5.6
IAlaska 5.4
California 5.4
Nevada 5.4
Pennsylvania 5.4l
Maryland 5.0
Connecticut 4.9
New York 4.9
Illinois 4.8
Massachusetts 4.7

17
Figure 1
U.S. County-Level Employment, 2020
Employment
< 70K
o JOK-230K
« 230K - 530K
= 530K - 1,060K
* > 1,060K
SOURCE: Bureau of Economic Analysis and authors”calculations,
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FRED .~ Labor Force Participation Rate

62.3% - Lowest in 44 years (1978)
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4.3 million people quit their jobs in
January as the Great Resignation
shows no sign of slowing down

PUBLISHED WED, MAR 9 2022.2:10 PM EST | UPDATED WED, MAR 9 2022.6:05 PM EST
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FRED ~f == All Employees, Total Nonfarm (as of March 2022)
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P AVISOR \ves Real Weekly Earnings of Production B b o]
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Utahns say household income is not keeping
up with record inflation
- s Postd - March 3 ' In 2021, Utah
wages grew an
average of 4.2%,
but inflation in the
Mountain West
grew at 9.7%
MOST VIEWED
1. Academy condemns Will Smith's actions,
launches review
2. Virus that causes COVID-19 found in
Utah deer
24
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Inflation inequality: Poorest Americans are |
hit hardest by soaring prlces on hecessities

Published: January 13, 2022 8.03am EST
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Real Average Household Income
By Quintile and Top 5 Percentin 2020 Dollars

With Recessions Highlighted
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Changes in Annual
Expenses and Income
from 2020 to 2021
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B Increased Costs @Increased Income

27

Individual Median Income — 2022
(in thousands of dollars)

P

Top Ten

Hawaii $75,797
New Hampshire |$75,432
New Jersey $75,321
Maryland $75,214
Massachusetts | $75,077
Washington $74,398
Wash. D.C. $74,266
Connecticut $72,497
Colorado $70,952
Utah $70,425
P Powered by ing
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Utah Greatest Population Growth in Past Decade

Source: 2020 Apportionment Data, U.S. Census Bureau

29

Utah Has Largest Household Size

(nat’l average is 2.56)

. e
- e . Seurce: 2020 Apportionment Data, U.S. Census Bureau
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United Stats
USDA, Unitetsisisc
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Birth to The Cost of Raising a Child:
Age 17
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Wash. D.C. $86.57
Connecticut $78.61
Massachusetts $78.46
New York $74.47
New Jersey $73.46
California $70.19
Washington $67.13
New Hampshire ~ $67.10
Maryland $66.80
Colorado $63.78
Mississippi $42.13
West Virginia $44.99
New Mexico $46.34
Alabama $46.48
Arkansas $47.24
Kentucky $47.34
So. Carolina $48.02
Idaho $48.76
Arizona $49.65
Oklahoma $49.88
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Many Consumers are Flush
with Cash, Equity, and Credit

FRED 2~/ == Dow Jones Industrial Average
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FRED

7,000
6,000
5,000
4,000

3,000

Billions of Dollars

2,000

1000 =

Record (Stimulus) Peaks in Personal Savings
T$iﬁ:4 $5.8
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THE WALL STREET JOURNAL.

SUBSCRIBE SIGN IN

MARKETS | HEARD ON THE STREET

Americans Were Great About
Paying Their Debts in the
Pandemic. Don’t Expect It to
Last.

Consumers are spending more, and credit-card delinquencies are
rising. Investors need to pay attention to who loses if the trend
continues.

36
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FRED ~ = Record Increases in Home Equity
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o $5.7 Trillion Increase in Home
E Equity Since Pandemic
8 3000
k)
5 2000
&
o
» 1000
e
c 0
g
S 1,000
=
2
U
-2,000
3,000
2004 2006 2008 2010 2012 2014 2016 2018 2020
37
Utah is 2nd Only to Idaho in Home Appreciation
(atwo-edged sword)
VT233%
NH 21.7%
MA 18.5%
CT20.1%
RI23.7%
, NJ 19.5%
HI DE 15.5%
., 14.0% - DC 15.7%
® =i ;;;9‘_’ 259 - MD 14.9%
Kem C. Gardner Policy Institute g 10% - 20%
" Utah Informed: Visual Intellection for 2022 <10%
38
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Zillow Home Values In last two years, a 44% increase

Salt Lake City, UT in home values ($183,000)
(Feb. 2022)

$597,350 " eome for frstime buyer:

$635K

23.7% 1-year

change s

The typical home value of homes in Salt Lake

City is $597,350. This value is seasonally $332K
adjusted and only includes the middle price

tier of homes. Salt Lake City home values have

gone up 23.7% over the past year.
$181K
2018 2019 2020 2021 2022
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Impact on
consumers
Debt

Trillions of Dollars $15.58 Trillion in Consumer Debt (istoric high)

= Mortgage = HE Revolving = Auto Loan m Credit Card m Student Loan m Other
15 2021Q4 Total: $15.58 Trillion

2021Q3 Total: $15.24 Trillion
2008 Student loans: $1.7 trillion
Recession

(3%)

(10%5)

(5%)

(2%%)

12

(2%2)

(70%)
6 Largest increase in
' mortgage debt
($1.37 trillion since COVID)
3
<2 SR SR« YU « SR« SR« U« SN « SE « S « ST« SR« DU« SR« SR« SUN « S « S e
$F F & F & F LN SR8 QY

Source: New York Fed Consumer Credit Panel/Equifax
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$1,400,000,000
Mortgage, $1,373,000,000 .
$1,200000,000 Changes in
Household Debt
$1,000,000,000 . .
Since the Pandemic
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== Consumer Price Index for All Urban Consumers: New Vehicles in U.S. City Average
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220 .
Prices
210 New car shortage
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More than half of new
mortgage debt was
from refis (yellow bar)

Consumers tapping
the equity in their
homes

Refi === Purchase Total

Previously, Fed said it
would raise rates 1%
per year for two
years.

New Federal Reserve

projections suggest
six more rate hikes to
hit 1.9 to 2.5%
by Dec. 2022.

Hon. Kevin R. Anderson
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6.4% Inflation
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Overall Mortgage Delinquencies Lowest Since 2007
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Recession
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Mortgages in Serious Delinquency (90+ Days Delinquent)
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 ULS. Properties with Foreclosure Filings
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Foreclosures
at All-Time
Low in 2021

(only 4,100 foreclosures
filed in Dec.)
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JANUARY 2022 FORECLOSURE STARTS
(AS % OF SERIOUSLY DELINQUENT MORTGAGES)

DARK BLUE INDICATES A HIGHER SHARE
OF SDQS BEING REFERRED TO FORECLOSURE

Utah 16th in foreclosures
February (184).

Most foreclosures in Juab,
Tooele, Beaver, Carbon, and
Cache Counties.

Highest foreclosure rates
are in New Jersey, lllinois,
and Ohio

Hon. Kevin R. Anderson
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Mortgage Takeaways

» Governmental actions on a local and national level have
mitigated threat of foreclosure—for the time being.

» Delinquency levels are not matching what happened in 2008
because of stimulus, low unemployment, home equity, etc.

» Nonetheless, a million loans are 90+ days delinquent.

» Upon notice of default, will homeowners refinance or sell?

> Will Ch. 13 be the vehicle of choice to buy time to
accomplish a refinance or sale?

Student Loan Debt

Hon. Kevin R. Anderson 27
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FRED

1,800

1,600

2008
Recession

$1.752 Trillion in Student Loan Debt

An increase of over atrillion dollars
since the 2008 Recession
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L. ADVISOR - & o advisorperspectives.com
PARISOR, Some Interesting Inflation Comparisons September 2021
1978 to 2021 Data through August
Consumer Price Index ——New Car ——Medical Care ——~College Tuition & Fees
1600% . . -
Source: Bureau of Labor Statistics, Non-seasonally adjusted data
Note: January 1978 is the earliest dota for College Tuition & Fees.
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Checkable Deposits

38.1%
StudentLoans
29.9%

ner Loans
7.5%
Mortg. |8
2.8%

Federal Cash Assets

U.S. Reserve Assets

m Checkable Deposits & Currency
Other Loans & Advances
Mortgages
Student Loans

m Corporate Equities

m Trade Receivables

m Tax Receivables

m Miscellaneous Assets

Financial Accounts of the US - Q2 2021

57

Student Loan Takeaways

» Student loan payment moratorium extended until end of
Aug. 31, 2022 (further extensions? debt forgiveness?).

» The student loan receivable is a significant cash asset of the
government that has already been spent in future budgets.

» We have a mature and sophisticated system in place to help
consumers reorganize student loans.

» Why not amend the Bankruptcy Code to facilitate repayment
or to mitigate standard for hardship discharge of student

loans?

Hon. Kevin R. Anderson
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Historic Declines in Bankruptcy Filings
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Utah Bankruptcy Filings

; ‘ | 12.04
- Unemployment
Utah Filings: Rate
1,800 T T
All Chapters 10.0%
2008-2021
8.0%
1,300
6.0%
1i 4.0%
800 \
2.0%
300 : 0.0%
3 3 = = = = = - = 5 = = 3 S
5 k5 kS s 5 s 5 s 5 § s s 5 5

62

Hon. Kevin R. Anderson

4/6/2022

31



4/6/2022

12.0%]
10.0%
8.0%
6.0%

32

Rate

Unemployment

|

|

|

2008-2022

Utah Ch. 7 Filings

T

1,400
1,300
1,200
1,100
1,000
900
800
700

2 =
g g g 5 = g 5 g g g
< ~ = =l - 0 o < i =]
\- | 10-zZ07 \- " | 10-220T
= \
# / T0-1202 S 7 T0-1Z0Z
L~ m,
Q ||Ill.l.l\
0 ——
10-0202 = o 10-0Z0Z
@
=
-]
| e 10-6102 10-6102Z
1 10-8T02 10-810Z
10-£102 10-£102
10-9102 ep) Ru A 10-9T0Z
— NN -
N "
TO-ST0C | % 2 10-STOZ
1
o \
10-v10Z | (O o 10-¢T0Z
= N \
T0-€T0Z / 10-£T02Z
10-Z102 \ Sp—
T0-TT0Z M —
10-0T02
LY 10-0T0Z
| T0-6002
10-6002
e 10-8002
10-8002
g 8 8 8 8 8
@ wm T ® « = [92] S S ] H H 2
[{o] _5 ;] = 0 o =

Utah Bar — April 2022

64

Hon. Kevin R. Anderson



Utah Bar — April 2022

40,000 350,000
35,000 - j
Theoretical Backlog of 300,000 Consumer 300,000
Bankruptcies as of October 31, 2021
30,000 ’ H
(12 Months” Worth) o~
25,000
200,000
20,000
__ 150,000 |
15,000
100,000
10,000 <
5,000 I I | 0w
u | - i I )
Mar Apr May  June July Aug  Sept Oct Nov Dec Jan Feb Mar Apr May  June July  Amg  Sept
2020 ' 2021
= Monthly Deceleration Backlog s Monthly Acceleration Backlog :—2029—2{]21 Filings ==——=Total Cumulative Backlog — +7% —— 7%
Parsons Behle & Latimer
65
8000 50,000
000 45,000
Theoretical Backlog of 44,000 Business
Bankruptcies as of December 31, 2021 4000
oo (12 Months’ Worth)
35,000
5000
30,000
4000 25,000
20,000
3000
/ 15,000
2000 =
- —— 10,000
. I | | | | I |
I I | ‘ 5,000
0 0
Mar  Apr May June July Aug Sept Oct Nov  Dec Jan Feb Mar  Apr May June July Aug Sept Oct Nov  Dec
2020 2021
mmm Monthly Deceleration Backlog Monthly Acceleration Backlog es=2020-2021 Filings e===Total Cumulative Backlog — +7% -1%

Parsons Behle & Latimer

66

Hon. Kevin R. Anderson

4/6/2022

33



