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ABOUT THE BUREAU OF BUSINESS AND ECONOMIC RESEARCH

The Bureau of Business and Economic Research is the main research unit of the College of Business at the University of Montana. Established in 1948, its

mission is to inform Montanans about the economic climate in which they live and work. In addition to conducting its economic outlook seminar across the

state at the beginning of each year, BBER researchers are engaged in a wide range of applied research projects that deal with different aspects of the state

economy, including survey research, economic analysis, health care research, forecasting, wood product research and energy research.

Contact us at (406) 243-5113 or bbermail@business.umt.edu if we can be of any help to you or your business.
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Rethinking How to Staff and Run
Your Busmess

by Patrick M. Barﬁey | o
Director of Researeh % ;!

BBER Economic Outlook Seminars 1976 - 2025 The Evolution of Artificial Intelligence

* Pre-Chat GPT (November 2022) advances were

. Egn ............ Y:ars less noticed
= 450 .. ... Programs . . .

* Ability to write text, compose music, and create
« 4,050 .. Presentations Y P

digital art, has captured headlines and users
* Speed of development has been torrid

.
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... Graphs and Charts
118,750 ..... Miles Traveled
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* Deep learning models process extremely large and
varied sets of unstructured data and perform more
than one task.

* |s Al a “second industrial revolution?”
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Al and Productivity

* AlphaZero was setup in late 2017. Almost
immediately, it began training by playing
hundreds of millions of games of chess against
itself. After about four hours, it was the best
chess-playing entity that ever had been created.

Al and Productivity

* Bahala says each of his calls at Concentrix is
monitored by an artificial intelligence (Al)
program that checks his performance. He says
his volume of calls has increased under the Al's
watch.

At his previous call center job, without an Al
program, he answered at most 30 calls per eight-
hour shift. Now, hg_gej:ﬁ_tllmugh_thaj:mam{
hﬂfﬂ[ﬁlu.nn.hnm&._Ha gets help from an Al “co-
pilot,” an assistant that pulls up caller
information and makes suggestions in real time

Al and Productivity

* Peng et al. (2023) hired programmers on Upwork
to write an HTTP server in Javascript; half of the
programmers got access to CoPilot (this was
before CoPilot was widely available) half did not.

Conditioning on completing the task, the average
completion time from the treated group is 71.17
minutes and 160.89 minutes for the control

group. This represents a 55.8% reduction in
completion time.

U.S. Productivity Growth Since World War II,
1950-2023

Percent

40

i L=]

14
=R
1950 1960 1570 1980 1900 2000 2o 2020

Parcentage changs in output per howr, all workers, ULS,
Source: Federal Aeserse Bank of 5t, Louis (FRED)

2025 ECONOMIC OUTLOOK SEMINAR




Industry Contributions to Total Factor Productivity Growth

Orther Irnfustries Wholesale and Retail Trade B Manufacturing
2.5%
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Source; BLS Productivity Database, Tatal Factor Productivity [3 '“L'_E;.I_“i““ il Mnrloads

and Ralated Measures, Major indusiries

Note: Calculatod using Doma: weighls and 3 yaiar moving

Rethinking How to Staff and Run
Your Business - :

by Patrick M. Barkey (%
Director of Researeh *-.__ ‘\ -:
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U.S. Outlook: Soft Landing Meets

Policy Uncertainty
The Economic Outlook for
the U.S. and Montana
Economies - 2025

Growth Beats Forecasts.
Inflation is Down, but Mot Defeated
» Policy Uncertainty: Tariffs, Immigration, Tax Cuts.
suemes f Bkt and st Retasreh * Fed signals pause to rate cuts in 2025.
e » Global Risks
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Recent US GDP Growth

* Unsnarling of pandemic disrupted supply-chains
« More dynamic labor and business adjustment

* Technology-driven productivity? Al?

+ Increased Population Growth
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U.S. Economy Has Been More Dynamic Than
Other Developed Nations: Labor Market
Flexibility, New Businesses, Productivity
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U.S. Population Growth Surge Driven By
International Migration
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Commodity Prices Have Softened Mostly
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. 5-year price change in selected goods and services
Inflation has decreased...for NOW (year ago % change) y P 9 g
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Inflation Forecast

Trump policy projected to increase inflation by 1 percentage paint in 2025&2026,

Trump Policy Agenda & Economic Outlook

+ Tariffs

+ Deportations & Reduced Immigration *

» Tax Cuts —

» Less Regulation T~ —
+ Spending Cuts "

+ Federal Reserve T s e
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Interest Rate Forecast

Fed expected to pause rate cuts in 2025 due to persistent inflation,
Interest rales axpected to be 0.5-1.0% higher than earlier forecast.
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The Montana Economy in 2024
« NAR ranks Montana as the “least affordable” state
= Based on current home listings compared to local incomes
« Population growth rate is lowest in two decades
- In-migration has fallen 75% from 2021 peak
+ Job growth remains very strong — top 5 state
= Strong visitation year drives gains in hospitality & retail
+ Construction maintains strong earnings growth
= Other pandemic boom sectors moderate

+ A challenging year for resource-based industries
= Maijor facility closures in mining and wood products

5ﬂ MONTANA ECONOMIC
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Montana and US Population Growth
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Net Domestic Migration to Montana
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Job Postings Remote/Hybrid Work:
U.S. only nation tracked by Indeed with decline
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Job Growth
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Trump Administration Policy Changes
and Montana’s Economy

Montana has relatively low dependence on exports

Montana will be relatively unimpacted by immigration changes
Strong support for energy sector

Federal spending uncertainty

- Medicaid

— Military

= Civilian Jobs and agencies

5ﬂ MONTANA ECONOMIC
DUTLOOK SEMINAR
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Montana: Looking Ahead

= Slower Growth In 2025

= Population growth slows further

— Interest rate sensitive sectors will get little relief

= Full impact of mining & wood products closures/layoffs
+ Growth Improves After 2025

- Moderate population growth

— Tech industry continues to mature & scale

- New investment likely in mining, energy, tourism

Eﬂ MONTANA ECONOMIC
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The Outlook for Health Care

Patrick M. Barkey, Director of Research
Bureau of Business and Economic Research
University of Montana

Is Montana Health Care Getting Healthy?

« COVID was hugely disruptive to most health care
providers, and damaging to health outcomes

* Labor costs spiked, inflation pushed up costs,
demand for discretionary care slumped

» Medical care price growth almost stopped

* Some regulatory innovations helped (cross-state
licensing, tele-health)

* Pre-COVID trends in job/wage growth, medical
inflation have now resumed

* Impacts of “great retirement” have persisted

Health Care Employment Rank, 2023

Hospitals Are Major Employers Across Montana
Montana hospital employment by hospital, 2023

2025 ECONOMIC OUTLOOK SEMINAR
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Lewis and Clark County Hospital Charges
By County Where Patients Reside, 2019

I Lo than 0 5%
0% - 1. 0%
13% -4 3%
B over a3

Cascade County Hospital Charges
By County Where Patients Reside, 2019

Missoula County Hospital Charges
By County Where Patients Reside, 2019

I Lo than 0 5%
0% -1 7%
1.7% - Lt

I e 2

Yellowstone County Hospital Charges
By County Where Patients Reside, 2019
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Gallatin County Hospital Charges
By County Where Patients Reside, 2019

- Less than | 4%
4% = 1.5%
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Silver Bow County Hospital Charges
By County Where Patients Reside, 2019

Silver Bow
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* Gallatin
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Job recoveries vary by setting
Montana health sector employment by type, Index, Jan 2020 = 100
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Health Care Prices Rising Faster Than Average
Percent Change in Consumer Price Index From Year-Ago Levels, Nov 2024
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Flathead County Hospital Charges
By County Where Patients Reside, 2019
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Hospital Job Growth Has Resumed
Montana hospital employment, Index, Jan 2020= 100
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Health Insurance Premiums Are Growing Again
Parcentage Change in Employer Premiums, Family Coverage
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Health Care Stock Prices Are in the Tank
Health Care Index va. S&P 500 Index Since Feb 2023
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Montana Has Shed More Medicaid Enrollees Than Any Other
State Since Feb 2020
Cumulative Percentage Change in Medicaid Enrollees by State
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Why Matter?

= Large impacts of Medicaid

Providers: Long run impacts on children:

* Improved payer mix, * Reduces mortality and
less uncompensated disability in adulthood, better
care mental health outcomes

* Improved financial * Increases adult employment,
peﬁqrman ce of increases adult wages
hospitals, * Raises college enrollment
particularly small rates
and rural providers
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Medicare Spending Growing Faster Than Economy
Medicare Spending, 2005-2023, $ Billions
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Trust Fund Depletion is Not the Biggest Medicare
Challenge

The general fund is the largest source of financing for Medicare
hare of Medicars Incoms 5]
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Why Are Medicaid’s Impacts on Health So Hard to
Find?

* Oregon Medicaid experiment in 2008 failed to
show difference in health care outcomes for
those with and without Medicaid

» Similar findings (not as robust) have been found
for all health insurance, not just Medicaid

* Lifestyle choices (hypertension, diabetes,
obesity) are dominant factors in health

* Those who lack insurance still have access to
medical care

Montana Has a Huge Stake in the Financial
Sustainability of Medicare

* In 2021, there were 244,107 Montanans enrolled in
Medicare

* That 22% share of the total population was the fifth
highest of all states

* In many parts of Montana, 50% or more of health
expenditures come from Medicare spending

* Medicare actuaries project that the Hospital
Insurance trust fund will be exhausted by 2036 (ten
years later than projected in 2019)

Three Spending Categories of Medicare

Hospitalization Insurance: Covered mostly by
ol payroll tax, paid by HI trust fund

Physician and Other Outpatient Services: Fastest
growing category, pald with general revenues and

premiums
s Prescription Drug Benefits: Begun in 2008
Toeal
i
(RLFE ]
[ 1
W Gendral revenue [l #a\,uul tacds [l Prémiums Taxation of Social Sb:l.rﬂ\_u' bansfis Trargiers e $labes

OAher revene Iienes]

Implications for the Future

* HI trust fund will be insolvent “soon.” Solvable with
a small increase in the payroll tax rate. Easier if this
is done sooner

* Burdens on federal budgets and individual
premiums are not as easily solved.

* Politically popular actions (price controls) have not
proved practical or sustainable

* Pressures continue to expand Medicare

BUREAU OF BUSINESS AND ECONOMIC RESEARCH



Two Paths for Reform

* Administrative approach:

* Implicitly accepts basic structure of the program,
government pays for health care that providers deliver

* Cost control from a top-down approach

* Change program parameters, including tax rates,
eligibility age

* Similar actions taken in the past have a mixed track
record (e.g., electronic medical records)

Two Paths for Reform

* Market-based approach:
* Politically toxic, “third rail”

* Addresses health care cost growth with market
forces rather than administrative actions

* Most proposals replace open-ended coverage with
a cash benefit, packaged with insurance for
catastrophic costs

* Can a 60-year old program really be changed?

2025 ECONOMIC OUTLOOK SEMINAR
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PRESENTATION OUTLINE

* Who we are
* ITRR Research Projects

» Travel Industry

» Qutdoor Recreation Economy
* Al and Tourism Industry

» 2025 Tourism Outlook

INSTITUTE FOR TOURISM &
RECREATION RESEARCH

Montana Tourism Outlook for 2025:
Balancing Innovation and Tradition

2025 BBEER Economic Seminar
Dr. Melissa Weddell, PhD, MBA

& MONTANA s

# MONTANA S o

ITRR RESEARCH PRIORITIES + CYCLE

ITBR serves as the research arm for Montana’s
tourism and recreation industry

Established in 1987 at the University of
Montana's W.A. Franke College of Forestry and
Conservation

Funded by a portion of the revenues from the
state Lodging Facility Use Tax

m’

Objective Research in tourism and recreation

to support industry for strategic planning,

marketing, policymaking, and management wemeen
by the TAC

Supports Montana Public Agencies

& Businesses through reliable, objective research

on visitor services and facility management
38 YEARS OF PEOVIDING TRAVEL TOURISM, AND RECREATION RESEARCH

# MONTANA, S e & MONTANA S s
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ITRR ONGOING RESEARCH PROJECTS

Quarterly Nonresident Analysis
Quarterly Resident Analysis

Annual Economic Impacts and Outlook
Tourism and Recreation Monitoring
State Park Visitation

Survey Kits

& MONTANA Sasime

2023-24 TAC RESEARCH PROJECTS

Yellowstone Flood Recovery & Resiliency

Tourists' Preferences for Stargazing in
Eastern MT

Impacts of Short-term Rentals in Montana

Montana Agritourism & Recreation: 20
Years Later

Recreation Access (Cooke City/Silver
Gate)

Understanding Eastern Montana Visitor
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2024-25 TAG RESEARCH PROIECTS

Montana's Paleontological Tourism
Contributions and Impacts of Montana
Museums

Impacts of Montana Meetings and
Conventions

A Study of Flathead Lake Level Impacts
on the Tourism Economy

Understanding Reservoir Recreation
(Canyon Ferry)

Montana's Outfitting Industry

Understanding Tourist Disengagement
with Montana
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MONTANA TRAVEL INDUSTRY OVERVIEW

& MONTANA Sasime

Year Nonresident 25, Average tax burden
< reduced on Montana
Visitors %ﬁ household by tourism
203 ::ZS’E'?DDD $414M 48340
200 2,409,000 STATE AND LOCAL joms
2021 12,840,000
et $1.5B g
2020 11,202,000 EMPLOYEE 0
COMPENSATION FIN2
2019 12,585,000 (=] MONTAMA
WORKERS
s“'aa SUPPODRTED BY
m mgﬂﬂ“

21



22

& MONTANA o e

MONTANA TRAVEL SPENDING BY REGIONS 2022/23 MONTANA VISITOR PROFILE

+ Average Mights Spent =5 * Top Sites Visited
* 74% Repeat Visitors * Yellowstone NP =23%
R * Glacier NP = 24%
48% Couples * Hot Springs = 8%
+ 55% Male + Montana State Parks = 6%
+ 70% Enter by Driving * Top Reason
X « Vacation/Recreation = 40%
55-74 Years Old; Largest Age + Passing through = 26%
Groups » Visiting Friends/Family = 22%
* 90% Report Satisfied/Very * Top Visiting States:
Satisfied with a Feeling of Being = ID, WA, ND & WY
Welcomed
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MONTANA NONRESIDENT VISITATION TRENDS

AIRPORT DEBOARDINGS - 2015-2024

Fassenger Trends (201 5-2004]
e ! I
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jobs

billion in 2023

& MONTANA SiEsmcme

OUTDOOR RECREATION ECONOMY

+ In 2023, the economic impact of outdoor recreation
nationwide is $1.2 trillion, with employment for 5 million

* The Montana outdoor industry grew 7.2% in 2023
» Montana's outdoor recreation sector contributed $3.4

* Montana's outdoor recreation economy accounted for
4.6% of the state's gross domestic product (GDP) in 2023,
ranking it third in the nation for contribution to state GDP,
tied with Alaska and behind only Hawaii and Vermont,
according to the Bureau of Economic Analysis (BEA)

NATIONAL PARK VISITATION 1990-2024

§,000,000
5,000,000
4,000,000

L]

-E 3,000,000

2,000,000

1,000,000

Year State Park Visitation

(55 Pa
2023 3,108,268
2022 3,036,121
202 3381507
2020 5,427,555

2012 2,646,886
2018 2,572,820
207 2,544,138
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MONTANA PUBLIC LAND VISITATION

Mational Park Sites

Yellowstone NP
Glacier NP

Little Bighorn Battlefield
MM

Bighorn Canyon NRA
Big Hole NB
Grant-Kohrs Ranch NHS

4.5 Million
2.93 Millien
227,000

218,000
55,000
27,000

MONTANA TOURISM BUSINESS OWNER SURVEY RESULTS

2024 Business Report

+ 43% increased visitor velume

+ 30% remained the same

+ 27% decreased visitor volume

+ 48% reported a worker shortage
2025 Business QOutlook

+ 87% expect customer volume to
increasefstay the same

& MONTANA SiEsmcme

Opportunities

* Expand Shoulder Season

* Tourism Events

+ Infrastructure & Marketing
Challenges

« Weather & Matural Disasters
* Economic Downturn

* Housing & Labor

* Tourism Saturation

+ Political & Regulatory Issues

m= O
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TOURISM BUSINESS OWNERS-USE OF Al

36% reported using Al
= Marketing/advertising: 35%
« Customer Services: 21%
» Data Analytics: 19%
* Choice Operations: 10%
How often do you use Al?
* Every day: 1%
« A few times a week: 17%
« A few times a month: 11%
« Rarely: 22.6%
« Never: 38.7%

Biggest Opportunities

+ Increased productivity: 27%

« Improved decision-making: 22%

* Enhanced customer service 20%
Greatest Challenges

* Lack of human interaction: 31%

+ Lack of knowledge/expertise: 25%
* Privacy and data security 17%

* High cost of implementation: 14%
» Job displacement/automation 12%

& MONTANA ZEIZESEET | TR J- -

RESIDENT ATTITUDES ON TOURISM

The overall benefits of tourism outweigh the negative impacts (2000-2023)
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RESIDENT QUALITY OF LIFE & TOURISM PROSPERITY

Improved Amenities
Enhanced infrastructure like roads,
restaurants, shopping, parks, and cultural
facilities benefit residents.

Lifestyle
Improvermnents &

Quality of Life
Well-managed
Economic Benefits tourlsm supports
Creates jobs, boosts Incomes, and — quality of Iife without
diversifies the economy. cverwhelming

. resources.
Sustainable Management
Sustainable tourism development, -""",
marketing, and managerment,

S g ress il il G - P o iy e ; Mg, i
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2025 TOURISM OUTLOOK & TRENDS

Cutlook

« Strong and steady visitation

« 87% of tourism business owners
stated they anticipate
visitor/fcustomer volume to
increase or stay the same

» Shoulder season opportunity

+ Environmental & economic
concerns

Trends
Immersive Travel
Sustainable Tourism
Health and Wellness
Slow Travel
Music Festivals
Detour Destinations
Ski Resort Investment
Last-Chance Tourism

& MONTANA oo mm
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SAVE A yOCTOBER 21-23, 2025

THE e BILLINGS NT

cﬂ 5 lH]HH.Hﬂ.

& MONTANA | ot reesm

2025 ECONOMIC OUTLOOK SEMINAR

QUESTIONS?

Institute for Tourism and Recreation Research § ;
eau

Itrrictlmontana.

@itrrum@ 0 °m
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m BUREAL OF BUSINESS AND
ECOMOMIC RESEARCH

“»

Real Estate and
Construction

Jeff Michael and Derek Sheehan
Bureau of Business and Economic Research
University of Montana

Sﬂ MONTANA ECONOMIC
DUTLOOK SEMINAR

Agenda: Understanding the Current Housing Market
* Market Indicators

+ Demand: Migration, Incomes, Interest Rates

« Supply: Rate Lock, Construction Costs, Permits

» Conclusions

Answering big social and policy questions around housing
starts with understanding the market.

m BUREAL OF BUSINESS AND
‘ ECOMOMIC RESEARCH
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Montana Home Price Trend Compared To
Fi"lur'E WEStEfﬂ StatEE {FHFA purchase-only home price index)

0

BUREAL OF BUSINESS AND 5{] MOMNTANA ECONOMIC
= MIC RESEARCH

DUTLOOK SEMINAR

& i
3.2%
o 2.3%
10%
) 0.0%

One-Year Change in Montana Home Prices
(2024 Aug/Q3 - 2023 Aug/Q3)

5.6% 5.7%

FHFA Purchass Freddisbac

Ondy

MLS List MLS List par sgft Zillow
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Post-2020 Acceleration in Home Prices Was Widespread
All Transactions House Price Index, 2014=100

Gallatin
240 Flathead
230 Missoula
- Silver Bow
200 Lewis and Clark
180 . Cascade
Yellowstone
180
140
120
100

2014 2005 2016 2017 2018 2019 2020 2021 2022 2023

Zillow Rent Index For Covered Montana Areas and the U.S.
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1-Year Change in Zillow Rent Index (Dec24-Dec23)

%

2%
l""lllIII
=

M STELNY kg el Falk

Crver the sarme period, Apartrment List index repons statewide rents + 0.3%, but Gallatin County -4.7%.

USINESS AND
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Lewis & Clark County Market Statistics for Single
Family Homes

Annual Sales Average DOM  Median Sale Price
1200 130 $500,000

120 5450000 S$4409,000
900 . g2n 869 19p 5420000

100 2400,000
600 90

g0 $350,000
a0 ke £300,000

B0

$250,000
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Cascade County Market Statistics for Single
Family Homes
Annual Sales Average DOM  Median Sale Price
110 =
1,000 100 £310,501
791 84 o S300.000
750 an
- $250,000
500 o
60
250 50  $200,000
40
0 30 150,000
zc- 21 22 23‘”:21 — 18 19 20 21 22 23 24
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Missoula County Market Statistics for Single
Family Homes

Annual Sales Average DOM  Median Sale Price
150 S600,000
1,600 55562500 $550,000
1,195 120
1,200 . 1 054 $500,000
800 %0
$400,000
400 o
o 30 $300,000
18 19 20 24 2'3 24 18 189 20 21 22 23 24

il ML
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Ravalli County Market Statistics for Single
Family Homes
Annual Sales Average DOM  Median Sale Price
1,000 200 $650,000
180 $600,000
800
. 625 614 180 $550,000 5560.000
600 140
$450,000
400 120
- . . 190 350,000
RN
0 B0 250,000
18 19 20 21 2‘3- 241 s 18 19 20 21 22 23 24
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Yellowstone County Market Statistics for Single Family

Homes
Annual Sales Median DOM  Median Sale Price
3,000 45 5400,000
£350,000 5380,000 $367.000
2,000
$300,000
1,000 15
5250,000
] .‘ 0 200,000
19 20 21 23 23 24 12 19 20 21 22 23 24
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Gallatin County Market Statistics for Single Family Homes
Annual Sales Median DOM  Median Sale Price

2,000 80

$800,000

$790,000
1500 45 $789,000

$700,000
1.000 30

$600,000

0 13 s500,000

0 0 5400000

18 19 20 21 22 23 24
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Annual Sales Median DOM  Median Sale Price
600 45  $300,000
5273,750
£261,500
400 31"!1 30 $250,000
200 15 £200,000
(] 0 $150,000
18 18 20 21 EEMEZ%:M“a 18 19 20 21 22 23 24

Silver Bow County Market Statistics for Single
Family Homes

5 ﬂ MONTANA ECONOMIC

OUTLOOK SEMINAR

Flathead County Market Statistics for Single
Family Homes
Annual Sales Average DOM  Median Sale Price
2,500 $700,000
200 $555,400
2000 170 $600,000
496 $600,000
1500 3354
. o $500,000
1,000 ' 110
S00 . ' gy 540,000
0 50 s300,000
18 19 20 21 2'3 24 s 18 19 20 21 22 23 24
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Some signs of housing demand shifting to

lower-cost markets in Montana

Zillow Rental Engagement Score
Page Views per property (Realtor.com)  (rental ssarch indes, 12 month change)
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e
1
1500
High Housing Cost | ...
Counties Are
Seeing Out- 5 uom
Migration To Other ¥
Counties in the o
State "
(]
L] My M3 Hia 018 Hnd MNT 3008 Mo 200 260 sam
b Il Pt harvion Ligastioes Gats

Since peak of pandemic-surge & interest rate increase, more affordable, *botiom
tier” properties have appreciated more in Montana

Hhorrel Price Srpanth i Worviana: BathsrreToer va. TopToer (Tlav price inden, 008=100}

ndex
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Has state-to-state migration returned to normal?

30

25

20

15

10

Mat Migration 3
Rate

(per 1,000 5 e
residents) 10 e
15| Domestic Outmigration

2011 2012 2013 4 205 2018 2017 2008 2019 2020 2021 2002 2033 2024

Yaar
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Ratio of Median Home Price to Median
Income, 2024 (Montana 3 highest)
4 .'
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Ratio of Home Price to Median Household Income
02

Share “rent-burdened” (>30% of income)
Montana (46.6%) is below U.S. rate (49.7%)
:.-”'u. . g | A’é‘
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Increase in Mortgage Rates Has Frozen Housing Markets
Interest Rates on Conventional, 30-year Fixed Rate Residential Mortgages, Percent

6.93%
1/9/25

B W s U O =4 00

Estimating Mortgage
Lock Impact

BEyripags Rabe Gapr and Homs o Maobdlity

Mew economic research
estimates a 3% rate gap !
(existing mortgage IR -
compared to current ) . '
mortgage rates), makes

a homeowner 30% less

likely to move,

Lieberman and Rothstein, NBER

working paper 32781)

Fully unlocking the market would
likely requine rates below
5.5%

2025 ECONOMIC OUTLOOK SEMINAR
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Construction Material Prices Have Decreased
Since 2022, But Still 35% Above 2020 Levels

s 7ML 1B
|4
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Montana Authorized Units
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Lewis and Clark County Housing Starts s, c.ramily

-l

2011 212 2043 2014 2015 2016 0MT 28 2048 2020 2021 2022 2023

Sorow BEER Araiviie of U5, Carviur's BobSng Peel Sorvey, Lioatins Dact. of LaSSr ind Isduilry $acicsl pasmty
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Cascade County Housing Starts

Multi-family units

300

Housing
Units

~ otz

2011 22 2013 2014 2018 28 20T 2018 20Me 20 2021 2002 023

Sororr BBER Andiviin of U5, Conmur's Bolldng Peemll Sorvey, Montens Dt of Labar nd Isduilry slacoicll paemith
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Missoula County Housing Starts

Multi-tggnily units

- Lastebligibhy

201 INT I3 04 IS 208 3T I8 2019 2000 2030 20E3 2033

Sororr BBER Andiviin of U5, Conmur's Bolldng Peemll Sorvey, Montens Dt of Labar nd Isduilry slacoicll paemith

Housing
Units  eoo
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Yellowstone County Housing Starts
Slnglerfaml

Multi-fa

= Ll

o

201 2042 2013 314 2015 2018 2047 208 2019 2080 2021 2022 2023

Sororr BBER Andiviin of U5, Conmur's Bolldng Peemll Sorvey, Montens Dt of Labar nd Isduilry slacoicll paemith
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Ravalli County Housing Starts

Single-family
400 homes

Housing
Units 100

00

ot J.j_].].]_l R

2011 212 2043 2014 2015 2016 AT 208 2019 020 21 2022 2023

Sorcwt BEER Araiviie of U5, Carviur’s BobSng Pemill Sorvey, Montens Dt of Labor ind Isduilry $acicsl pasnty
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Gallatin County Housing Starts Multi-family units

1.500

Housing
Units

~ bl

01 22 2013 2014 2018 2018 2047 2018 2019 2020 2021 2002 2033

Sorcwt BEER Araiviie of U5, Carviur’s BobSng Pemill Sorvey, Montens Dt of Labor ind Isduilry $acicsl pasnty
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Silver Bow County Housing Starts

Housingtto

2011 22 23 2014 2018 2018 BT 2018 20Me 3020 20@1 2002 2083

Sororr BBER Andiviin of U5, Conmur's Bolldng Peemll Sorvey, Montens Dt of Labar nd Isduilry slacoicll paemith
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Multi-family
units
Single-family
Linits homes
50
Mobile
homes
o
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Flathead County Housing Starts

Single-family

00 ulti-family

"

a1 2T 2N 24 IS IME 2T 308 3ME I020 2031 0@ 2033

Sororr BBER Andiviin of U5, Conmur's Bolldng Peemll Sorvey, Montens Dt of Labar nd Isduilry slacoicll paemith
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Some conclusions

* Prices moderating, but it doesn't look like a price bubble
— Underbuilding + steep increase in construction costs
- Solid lending standards, low borrower-distress
+ In-Migration is back to normal, could decrease further
— Within state shifts occurring
» For-rent and for-sale market disconnect
— Multi-family building surge hitting the market
- Affordability issues are most acute in the for-sale market
« Mortgage rates will stay stubbornly high
— Will not decrease enough to unlock the market in 2025

5ﬂ MONTANA ECONOMIC

DUTLOOK SEMINAR
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Montana Ag
Situation and Outlook

Joel Schumacher
Department of Agricultural Economics and Economics
Montana State University Extension

Eric Belasco
eric.belasco@montana.edu
Department of Agricultural Economics & Economics
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Drought Conditions
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December 26, 2023 December 24, 2024

Source: UNL Drouaght Mossor
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Strong Calf Prices & Lower Wheat Prices
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Crop Acreage 2004 - 2024

Acres Planted x Million
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Sowrce: US0A Quick Stats
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Bushels x millions{grains)
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Near Average Production 2024
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Wheat and Barley Prices, 2000 — 2024
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Percent Change in US & Montana Cattle Herd

105%
100%

5%
B5%

7ok

FEPFIITEP PP TIF I PSP S eI FS

)5 =—=hontana

18% (480,000 head) decrease in total catthe inventory from 2000 - 2024 Montana Hend
11% (11,041,000 head) decreass in total catthe irventory from 2000-2024 US Herd
Source: MASS, Manuary 1 nventory
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US Cattle Herd Rebuilding
HEIFERS ON FEED AS A PERCENT
Pascant OF TOTAL CATTLE ON FEED
2 .5, Beginning of Quarter
40
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FEDERALLY INSFECTED CATTLE SLAUGHTER
Dady Meapraisr, By Mosth

National Trends

Cattle slaughter lower in ™
7 of 9 months -

Heavier animals at
slaughter

— g, PURAT vm BAEN

Somrces Livestock Marketing Informiation Center
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US Cow/Calf Returns
ESTIMATED AVERAGE COW CALF RETURNS
Returns Owver Cash Cost (Includes Pasture Rent), Annual
5 Per Cow
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Cash Receipts 2025 Policy Uncertainty

Cash Receipts 2017 - 2024f

—1 year extension for 2025

3.00
00 « Will the US have significant changes to Trade Policy?
100 2.54
0uo0
2018 2019 2020 2023

017 01 022 2024f
ECrops  Livestock W Govermnment Source: LISDR ERS

7.00 * When will Congress Pass a new Farm Bill?
6.00 - E B H g~ —2018 Farm Bill Expired in the Fall of 2023
500 mm - . —1 year extension for 2024

4.00

300

Billions 20245

+ 2024: 47% Livestock, 40% Crops and 13% Government Payments
+ Average 2017-2023: 40% Livestock, 48% Crops, 12% Government Payments
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Montana’s Forest Products
Industry Update

Samuel Scott
Forest Economist
Bureau of Business and Economic Research

P\, BUREAL OF BUSINESS AND

‘ ECONOMIC RESEARCH

Montana's Forest Products |ndustry

Biggest Story of 2024

* Two mill closures
» Economic impacts

 Management impacts

P, EUREAU OF BUSINESS AND
Q) SNioAC REsEARCH

Montana's Forest Products |ndustry

Biggest Story of 2024

MR ) MISSOULA EOUNTY FEPAX O X =

Last load of logs being processed at Pyramid
Mountain Lumber in Seeley Lake

Thiz Inst load of logs was sent through the soon-to-close Secley Lake mall on
Tuesdy

A P MERSOULE SOENTY EKPAX @3 X =

Roseburg Forest Products permanently
closes on Wednesday
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Montana's Forest Products |ndustry

Economic Impacts

« Direct = employed by facility
 Indirect = business spending
« Induced = employee spending

» Total = Direct + Indirect + Induced

P\, BUREAL OF BUSINESS AND

Montana's Forest Products |ndustry
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Economic Impacts Management Impacts

Direct Indirect® Induced® Total

Workers 250 450 e, 925 ti m be I WOOd
Wages  $14.9M $20.9M $7.4M | $43.2M harveSt pI'OdUCtS

*11.5. Bureau of Economic Analysis (RIMS IT)

A BUREAU OF BUSINESS AND i -
Montana's Forest Products |ndustry
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A BUREAL OF EUSINESS AND I O
CH Montana's Forest Products Industry

’ ECONOMIC RESEARC

Management Impacts Mill Closure Takeaways

 Total economic impact
+ 925 workers
« $43M annual wages

Wood volume (MMCF)

8 888 8 B

« Landscape impact

2014 2018 2022 » Mill capacity = management capacity
' » Lost capacity = 20 MMCF

« MT timber harvest = 85 MMCF

BUREALU OF BUSINESS AMD

A BUREAU OF BUSINESS AND i -
Montana's Forest Products |ndustry

"' ECONCMIC RESEARCH Montana's Forest Products Industry
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Other News

« Canadian lumber tariffs
« Minimal impact on MT industry

» Continued industry shift to SE US
 Available fiber, labor, infrastructure

 Positive national demand expected

WP\ BUREAL OF BUSINESS AND

Montana's Forest Products Industry

‘ ECONOMIC RESEARCH
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Thank You

samuel.scott@mso.umt.edu
www.bber.umt.edu/FIR

P, EUREAU OF BUSINESS AND
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Montana's Forest Products |ndustry
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) Continued Moderate Growth
The Economic Outlook for

Cascade County * Swing in construction spending now completed

» Ag-related and manufacturing developments show

Patrick M. Barkey, Director promise
Bureau of Business and Economic Research
University of Montana

* Population dynamics swing positive

"‘ :IEI';E':_::EFF&U‘:::E:F;A”D Cascade Outlook @ :IEI';E':J:EFF&U‘:::E:F;A”D Cascade Outlook
What Are the Most Prominent Industries Airport Growth Continued in 2024
in Cascade County? 400
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A Strong Year Except for Construction
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Wages and Employment, Cascade County,

2021Q1 - 202402

Seascnally Adjusted Index, 202101 = 100
120 Wages

Percent

115

Employment

1 2 3 4 1 2 3 4 1 2 3 4 1 2

2021 2022 2023 2024

R N T Y g e e T T B e e e R

A BUREAU OF BUSINESS AND

' ECONOMIC RESEARCH

Job Openings Softening More
Nationally Than in Great Falls
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Growth in Nonfarm Earnings,

Cascade County, 2022-2028
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The Economic Outlook for
Flathead County

Fatrick M. Barkey, Direcior
Bureau of Business and Economic Research
Uiniversity of Montana

M BUREAU OF BUSINESS AND

Flathead Outlook

“ ECONOMIC RESEARCH

What Are the Most Prominent Industries
in Flathead County?
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Flathead Qutlook

Strong Growth Continued in 2024

* Population in-migration remains the dominant
economic story

* Tech-related growth and a bounce back in health
care add additional spark to growth

* Higher interest rates and strong dollar are
headwinds for growth
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Airport Growth Continued in 2024
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Heath Care Added to Growth in 2023
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Wages and Employment, Flathead County,

2021Q1 - 2024Q2
Seascnally Adjusted Index, 202101 = 100
Percent
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Flathead Qutlook

Job Openings Softening More
Nationally Than in Kalispell

I nclen
200 Kalispell
150
100
Source: Indeed
50

A BUREAU OF BUSINESS AND
‘ ECONOMIC RESEARCH

Flathead Outlook

BUREAU OF BUSINESS AND ECONOMIC RESEARCH




Flathead County Employment as
Percent of Pre-Pandemic Levels
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The Economic Outlook for
Gallatin County

Patrick M. Barkay, Direcior
Bureau of Business and Economic Resaarch
University of Mantana

WP\ BUREAL OF BUSINESS AND

Gallatin Outlook

‘ ECONOMIC RESEARCH

Growing Pains for Montana’s Growth
Leader

* Big visitor year and continued tech growth added a
spark to growth last year

* Expansion of trade center, health care capacity
challenged by labor force availability

» Affordability challenges evident from population
migration shifts
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Gallatin Outlook

What Are the Most Prominent Industries
in Gallatin County?

Wage Share Relative to U.S.
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Airport Growth Continued in 2024
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Wages and Employment, Gallatin County,
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Seasonally Adjusted Index, 202101 = 100
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Job Openings Peaked Higher Than
Nationally in Bozeman
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Gallatin County Employment as Percent
of Pre-Pandemic Levels
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Growth in Nonfarm Earnings,
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The Economic Outlook for
Lewis and Clark County

Patrick M. Barkay, Direcior
Bureau of Business and Economic Research
University of Mantana

WP\ BUREAL OF BUSINESS AND

Lewis and Clark Outlook

Helena Area Finds a Higher Growth
Gear

* Strong commercial construction winding down
» Strong population in-migration has continued
= State government has been unexpectedly volatile
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Lewis and Clark Outlook
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What Are the Most Prominent Industries
in Lewis and Clark County?
Wage Share Relative to U.S.
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Government Earnings Bounce up Strongly
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Lewis and Clark QOutlook

Airport Growth Continued in 2024
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Wages and Employment, Lewis and Clark County,

2021Q1 - 2024Q2
Seascnally Adjusted Index, 202101 = 100
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Growth in Nonfarm Earnings,

Lewis and Clark County, 2022-2028
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The Economic Outlook for
Missoula and Ravalli
Counties

Patrick M. Barkay, Direcior
Bureau of Business and Economic Research
University of Montana

A BUREAU OF BUSINESS AND ;
' ECONOMIC RESEARCH Missoula Outlook

Missoula’s Economy Took Punches in
2024

* Wood products closures not yet registered in the
most comprehensive data

* Multi-unit residential construction surge is over
* Manufacturing, tech growth remain a positive

+ Affordability challenges evident
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What Are the Most Prominent Industries
in Missoula County?

Wage Share Relative to U.S.
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What Are the Most Prominent Industries
in Ravalli County?

Wage Share Relative to U.S.
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Health Care Added to Growth in 2023
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Wages and Employment, Missoula County,
2021Q1 - 202402
Seascnally Adjusted Index, 202101 = 100
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Missoula County Employment as
Percent of Pre-Pandemic Levels
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Ravalli Cnunty Employment as Percent
of Pre-Pandemic Levels Missoula County, 2022-2028
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Butte-Silver Bow Growth Has Changed

The Economic Outlook for course

Silver BOW COU nty * Population growth since the pandemic is a new

economic driver

Patrick M. Barkey, Director * Visitor industries growing in prominence
Bureau of Business and Economic Resaarch . .
University of Montana * Global commodity markets softening
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Silver Bow Outlook
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What Are the Most Prominent Industries ot e
B From fis) o b unity

in Silver Bow County?

Wage Share Relative to U.S.
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Growth Was Balanced in 2023
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Butte Airport Enplanements Stagnate
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Wages and Employment, Silver Bow County,
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Seascnally Adjusted Index, 202101 = 100
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Silver Bow County Employment as
Percent of Pre-Pandemic Levels
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The Economic Outlook for
Yellowstone County

Patrick M. Barkay, Direcior
Bureau of Business and Economic Resaarch
University of Mantana
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Yellowstone Outlook

Continued Growth in Montana’s Most
Diversified Economy

» Labor market, job growth have cooled

* Population in-migration adds fuel for growth

* Health care faces financial pressures, but also
growing demand

* Will the new political climate for energy
development turn things around?

Yellowstone QOutiock
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What Are the Most Prominent Industries
in Yellowstone County?

Wage Share Relative to U.S.
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Mining Was the Growth Exception in 2023
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Airport Growth Continued in 2024
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Wages and Employment, Yellowstone County,

2021Q1 - 2024Q2
Seascnally Adjusted Index, 202101 = 100
Percent
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Job Openings Remain Higher Than

Nation in Billings
Index

200
150

100

Source: Indeed

A BUREAU OF BUSINESS AND
‘ ECONOMIC RESEARCH

Yellowstone Outlook

BUREAU OF BUSINESS AND ECONOMIC RESEARCH



Yellowstone County Employment as
Percent of Pre-Pandemic Levels
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l NorthWestern Energy’s Energy Update

rToday's Topics

*Electrification Demand Expansion

*Investment Needs Going Forward
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) 1
1,18
1,844
County Generating Statian in .
2024 (175MW) and will also add
Avista and Pugel Sound's share
of Colsirip, lotaling 552 MW, on
December 31, 2025. 0
Al the stari o 2026, we will have 8
3 LML I

ownr 2 400 MW af electric
ﬂmh Barve our Montana
customens and supply ebectricity

B Themal [Cosl b Hat Gas] WHpde BWed #3le

1o the data cenbers wa recenty
announced 1o serde.

S EEERERE

PRI
— s — —

T - e
Electricity Growth Projection in the U.S. r » B
us. oy MNorth America's Energy Crisis
= Reliability Officials Warn of
e Possible Energy Shortfalls Over
- S st the Next Decade
The slackric indussry i Norh Amenca ls facing
“enticad rekabilty chakanges® cver e next 10 years
. g onto
1] Inerpasing oad (langely dus 1o Incressad crypto
s and Al data centsns and Electric Vahichs (EV)
Bxpamlon)
- B Somormera v o e s s
relimmants — Rigely coal over next 10 years), and  pmerican Electic Rekabilty Gorparation (HERCYs 2024
= 3) Bamiers to development of new generaion and Long-Tarm ReBabiity Assesamant
Iraramission rmacurcas (supply chain ssues, . Hr;ﬁaw ’;”w;;fﬂ1“hﬂmub
- pemitiing. cansinaclion demand} . m‘-numhulmnmmhwmndhu 5} have
170 St AE 88 1SSt LA miny Bt ARy SN
. 84 paTEng A M
.o ez e vz - s ) == . e e
Fooron, Liprgun Ry - Giabal Pow o & LBty Giroup Semear 2004 5 mederialy - [ & X
rNWE MT Electric Portfolio to S Monta ruumana's Capacity Crisis Averted?
ectric olio erve Montana MWE's Wintes Capacity WITHOLT YCo8 HWE's Winter Capacity WITH Y035
and Colstrip Acquisition and Colstrip Acquisidons
Al the and of 2023 we had 1,644 Histsiesl Eftecties Lod.Curryieg Capability (ELCCa) Hiutoric Diecths Load-Carrying Capebiity (BLOCs)
of ganeration [Beth -
owred and keng-tem cantracted) Montana Electric Portfolio Resource (Megaiates)

v iRERNE
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l‘lI'npllt:Irl:.al"n‘.tzl.'n of YCGS Plant

Why YCG 8 is Critical to HorthWestern Energy
Capacity Nasda
o TTERAV in sasantal 1 M growing gy demans i o regon
» Addrimms crifcsl shortial in pak ussge pariods
Rullabiliny & Resifiencs
+ Ercetel i sta bty Suriog aaineme weadher conddian
+ Raduces dependanca on volstle market proes.
Economic Valus

S Battric Fovits Soctod - Decirie Qenstetion
2603 Partioks by Nemseplate Capaary

rﬂds‘h’ip Facility Ownership

?

: Somatuchve scubes cxmpurndio samatnee MR - T
e R M R, e e e
-] AN AT raed wm | om ;. | m 1
(TSR AN ot A RS ANy - | i i!
',.. . Ty P eeaie [ L ity | A tat b
A s e - s - - E
e - o] . el L N
Pl fd = - ol . E
[ | mm e e i
s, - | A mn,
T — [ - L R o
5 L B Ny ™ s an
-
l‘I.'.latan Centers and Other Large Load Entities Looking for Power T

ﬂtly_nﬂmml_gﬂi_mﬂnlﬁ_and not wind, solar, battery or nuclear?
+ (as turbine plants are dispatchable — can ramp up or down to adjust to need
+ Wind and Solar are both intermittent and not dependable at all times
+ Batteries can help spell the intermittency of wind/solar but very expensive and
short duration
+ Muclear (small modular reactors) are not expected to become a reality until
roughly 2032

are

T, 20 el LA oy

Mew Data Centers Provide Substantial Benefits to Montanan's

Rate Moderation: Adding large cusiomers with high snergy U28Je 30rmads fived co3ts over
maore kicwrali-hours, icwening and stabilizing the cost per unil for evenoame
Increased Properly Tax Revenwe: Large bad custamars, iihe deta ceniers, contribute
significantly lo local property fax bases through their substantial infestructune investments,
providing funds for schools, public senvices, and communtly development,
Economic Development: Large ond customars bring jobs and infrastructurne imvestments,
banafiting e local scanany:
Grld Efficiency: High-cansumalion cusiomens can help utilies optimize thel gnd uvsage.
mmmrm-mammw
Revenue Stability: Large load custiomers provide & steady and predictable revenue stream,
haiping stabiire ratas for aif cusiomers.
Renewabie Energy Integration: Data centers and simiar cusiomers often imest in rensiwabls
BBV OF PArimer with piilities for green power, sdvancing sustainabifly goals.
Sirengthened Uty Financlals: Incraased rvences from Sipe cusiomers can support
breadar Infrasirucire Lpgrades and innovaban, beneliling aF CUSIMer classes.
Local Communily Benefits: Thess projects affen come with corporate social responsibiily
inithatives that enhance lbeal communities, Such 85 AoUCUONG Dropnems o emdromnmental -
rojects.
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Investments
Needs
Going
Forward

l-1|.I'l.|'illzﬂire and Distribution Investment

e —— o o o el i
o o e " Wer pian 1o Spand oyt
5500 milllan o0 our
| T \Nictiae Mibigation
thhfu__uuh 2028
v ] - - i '
o ¥t L
Fufour Distribution operations we plan ko continue Me fellowing:
mmmﬂm:ﬁmsmﬁchw 1 v s b 3pand cver
+ Pale Replacaments 5500 mitian slaciic
v Substation Refurtishments T datribation copei
*  Rural Reliability T Ehimtgh 2028
= Charhead Tree Trimming
+  Grid Modemization / Cyber Security -

I-EI!ven:ﬂriq:: Generation Investment

NWE's approach on genaration investment will include the
following:

1) Load Growth in the State %
= The investment in the future will be an All-of-the-Above
stralegy to balance affordability, refiability and sustainability r
2) Plan for the Ultimate Closre of the Colstrip Plant h
»  The Irtent ks to replace Colstrip with carbon-free, 24/7,
dispatchable energy that again will balance affordability,
redability and sustainability m /"
= The 2026 Montana Integraled Resowce Plan (IRP), which
is an analysis the energy needs of our customers today and
throughout the next 20 vears and haw to provide essential
energy senvices 1o our cUSImers.,

AMerdabsity, Reiatiity and Sustainablity must be balaneed in our gareration
el Ceiana.

I-Ftla.~git:-nal Transmission Opportunities

Hnrll Plalns Connector (NPC) Consortium Project
23,6 billlon, 416-mils, high-voltage direct-cument
g ching Momiana's Colstrip
substation bridging the sastenm and wetem U.5.
ansgy ﬂl-‘

ot d ST00M Grid Feal and
Innavation Partership grant by U.5. Departrand Ly Bt
of Enargy

= ST0.0millon of vl sward i enomarond for
upgrisdes 1o B Colatrip Tranemission System
{of which we are = 30% camer)

Tha projects &m o evhanos grid relabdity, suppon
renewable enengy inlegration, and provide additional
capacity #cross the region.

On Decambar 12, NorthWestern annownced a
memarandem of understandeng io own 10% of the North
Plains Conneclor. The project. targeling a 2032 in sevice
date, strangthans grid rakabiiity and eMclency. A separate.
partnership will =xplore expanding Montana’s soutfiwess
Ertmamissman carridor o NWMHHH‘,I alllerw for criteal rrel
imguart capability and enhance VWastern markel access ———
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rWhat Does a Reasonable Transition to Green Energy Look Like?

rCarbon—Frea Supply Portfolio Better than National Average

1023 Electric Generstion Portfolio - Montana

-
'-'"-

=T

Based upan 2023 M\Wh's of owned and
’ Irigktarm contracted resolroess Appromelaly
565 of our owned and sonfracied supphy in
Maniana is carbon-free — betiar than the -
2023 mational average of ~31%.

oAt ey - AU e Pertieds

OO0 eD

L L —rp—y—

e AL e A Bt Bt 4

US i Ui - D000 den eirk Gesssetse

Coing gy Sum Sy ey Lomina Farmars LA Mekromes Loay Linnd
B TELS i g m ey o o s @ ol b e e ey
e Gty

T e
A LA

_. i b e s e e
g g 1 a1 e
v g by a5 e AL et g e
Bbmtrgy b et i P " ' o P gy b bl mat "
[

l“I'rams;iti:nn to a Green Energy Portfolio

Can and will be done but will take years

of planning and imtemoentetinn

* Mewtechnologe . == =
(SMR’s), hydrogen, or long-du ration
batteries, are not proven technologies or
cost effective today.

First 60% of Carbon-Free Portfolio was You cannot tear down the ald

achieved a lot easier than the final 40% bridge until you build a new one
Need o balance fgnﬁ Bridging the gap 1o a cleaner, carbon-
Affordability it free future is necessany o assure we
with Reliability and /88 ) can deliver safe, reiable and affordable
Sustainability \Qn 2 etectncity 24 hours / 7 days a week,

rEIﬁecm'cih,r & Malural Gas — Still a Great Value
Coffea Cell Phane Bill McDonald's | Heat, Cool. Power &
ufatis: _ Familyold _ BigMacMeal | Protect Your Entire Home

(=

de
$4-§Sperday $5-%11perday  $10 - $12 per meal §5 - §7 per day

(Electricky §3-S4day &
Matural Gas $2-$2day)

Electricity and Natural Gas is still a great value
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Electricity — Still an Amazing Value over the Century!

An Electric Range on

A KWh of Electricity to

Thank you

Questions & Answers
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