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B Good location to attract trade and
transportation projects.

H Strong population growth.

W Strong in-migration, particularly among
retirees.

WEAKNESSES
HLow educational attainment.
HBelow average per capita income.
B Oversupplied housing market.

CURRENT EMPLOYMENT TRENDS
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UPSIDE

® High-speed rail line construction restarts,
amplifying the benefits of LAE'’s proximity to
Orlando and Tampa.

e Distribution hub attracts relocating
manufacturers.

DOWNSIDE

e |Inadequate funding for construction of school
puts plans on hold.

e Subprime mortgage delinquencies curtail
consumer spending.

SHORT
TERM

Recent Performance. Lakeland’s economy is
stalling under the weight of construction and real
estate job losses and fading homeowners’ equity.
The primary weakness stems from job cuts by
LAF’s goods producers. These declines have only
recently been followed by service-producing in-
dustries, which as a whole have ceased expand-
ing. Due to shaking consumer confidence, indus-
tries such as retail trade are losing jobs quickly.

Correction. LAE’s housing market is the most
significant obstacle to its economic expansion
as both house prices and construction will not
bottom out until mid-2008. The woes in resi-
dential real estate have already been reflected
in LAE’s construction payrolls but the effects
will grow more painful over the next year as
the correction spreads beyond housing-related
industries. During 2005, approximately one-
third of all new jobs created were in construc-
tion. LAE is now shedding many of these jobs
as well as related jobs in mortgage lending, ar-
chitecture and contracting services.

Additionally, house prices have quite a ways
to fall; peak to trough, the median existing
house price is expected to fall by 13%. Accord-
ing to Moody’s Economy.com estimates, af-
fordability is very low, although not quite as
low as that preceding LAE’s early-1980s price
correction. Despite an above average rate of
household formation, significant price reduc-
tions will be necessary to entice homebuyers
to clear the inflated inventories. Still, a high
rate of household formations should provide a
floor to the housing market correction.

Credit. Consumer finances in LAE will likely
deteriorate in the near term. According Equi-
fax data, the rate of mortgage delinquencies
surged during the third quarter, well above
that of Florida or the nation. Nonprime loans
originated in LAE were among the highest in
the nation during 2006 and represented the
fourth-highest share of any metro area in
Florida. Thus, the area could see a surge in the
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number of foreclosures if cash-strapped hom-
eowners are unable to secure credit. Tighter
lending standards for residential mortgages,
touching both prime and nonprime borrowers,
will not help these highly burdened consumers
deal with an increase in debt obligations.

Services. The support from LAE’s services
industries is beginning to weaken, though the
performance across industries is mixed. For
example, retail trade payrolls have declined by
several hundred positions this year as debt-
laden consumers curtailed spending. Jobs in
LAFE’s transportation industry are at risk as
high oil prices sustain cost pressure on truck-
ing employers. The FedEx less-than-truckload
freight service maintains a substantial presence
in LAE and is struggling to cope with declines
in demand for domestic shipping services.

However, LAE’s financial services industry has
not felt the pinch of mortgage-related losses
due to its concentration in insurance services.
Relatively diversified revenue streams among
LAE’s insurance providers, which supply health
and automobile insurance, will help to buoy
payrolls as the subprime shock continues to
spread through the nation’s financial system.

Lakeland’s economy will continue to be
troubled by its housing market. More layoffs
in construction and related industries will
constrain payroll growth and declining home
values will continue to have negative ef-
fects on wealth and credit quality. Consumer
spending will grow more slowly than aver-
age during 2008. Despite the near-term weak-
ness, above average migration trends will
continue to drive LAF’s prospects, leading
the area to outperform the U.S. over the long
term. In addition, the addition of a new rail
distribution facility will help foster growth
in LAF’s manufacturing and transportation/
warehousing industries.

Alexander Miron

November 2007
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EMPLOYMENT & INDUSTRY

TOP EMPLOYERS

Publix Supermarkets 9,500
Wal-Mart Stores, Incorporated 5,100
Lakeland Regional Medical Center 4,540
MOSAIC 4,000
Winter Haven Hospital 2,500
GEICO 2,200
State Farm Insurance 2,000
Watson Clinic 1,300
GC Services 1,200
Florida's Natural Growers 1,000
Summit Consulting 1,000
Rooms To Go 900
Watkins Motor Lines 848
FedEx National LTL 720
Saddle Creek Corporation 680
Key Safety Systems, Inc. 580
ICT Group 500
Advance Discount Auto Parts 475
Marriot Vacation Club International 450
McDonald Construction Corporation 400

Sources: CFDC Research Polk County, November 2007, and
Lakeland Economic Development Council, November 2007
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COMPARATIVE EMPLOYMENT AND INCOME

% of Total Employment Average Annual Earnings
Sector LAE FL us LAE FL us
Construction 7.4% 8.0% 5.6% $36,085 $43,242 $47,221
Manufacturing 8.2% 5.0% 10.4% $63,803 $59,542 $68,318
Durable 42.2% 68.5% 63.4% nd $60,993 $69,250
Nondurable 57.8% 31.5% 36.6% nd $56,537 $66,721
Transportation/Utilities 5.6% 3.1% 3.7% $43,124 $47,265 $55,322
Wholesale Trade 4.8% 4.3% 4.3% $49,104 $60,822 $64,921
Retail Trade 11.9% 12.6% 11.3% $25,864 $28,394 $27,345
Information 1.1% 2.1% 2.2% $44,353 $65,854 $80,729
Financial Activities 5.2% 6.8% 6.1% $32,386  $40,620 $52,912
Prof. and Bus. Services 18.4% 16.7% 12.9% $36,762 $40,534 $51,017
Educ. and Health Services 12.1% 12.1% 13.1% $40,522 $41,602 $41,006
Leisure and Hosp. Services 7.8% 11.3% 9.6% $15,550 $23,019 $19,783
Other Services 4.5% 4.2% 4.0% $21,723 $21,637 $23,438
Government 12.9% 13.7% 16.1% $46,018 $56,188 $55,340

Sources: Percent of total employment - Moody’s Economy.com & BLS, 2006; Average annual earnings - BEA, 2005
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LEADING INDUSTRIES

NAICS Industry Employees (000)

GVSL State & Local Government 26.9
5613 Employment Services 17.5
6221 General Medical and Surgical Hospitals 7.8
7221  Full-Service Restaurants 6.9
5511 Management of Companies and Enterprises 6.5
4931 Warehousing and Storage 5.2
7222  Limited-Service Eating Places 5.1
6211 Offices of Physicians 5.1
4451  Grocery Stores 4.3
5241 Insurance Carriers 4.1
4529  Other General Merchandise Stores 4.0
FR Farms 3.9
2123 Nonmetallic Mineral Mining and Quarrying 3.8
5614 Business Support Services 3.6
FH Fishing, Hunting, Etc. 3.5

High-tech employment 2.8

As % of total employment 1.2

Sources: BLS, Moody’s Economy.com, 2006

MIGRATION FLOWS

Into Lakeland, FL Number
of Migrants
Orlando, FL 7,849
Tampa,FL 4986
Fort Lauderdale, FL 1,372
NewYork,NY 1357
Miami, FL 1,306
West Paim Beach, FL 584
Nassau, NY 403
Sarasota,FL 374
Jacksonville, FL 355
CapeCoral,FL 332
Total Inmigration 42,430
From Lakeland, FL
Orlando, FL 4,310
Tampa,FL 35l
Jacksonville, FL 378
Adanta, GA 337
Sarasota, FL 289
Ocala,FL 213
Miami, FL 253
Fort Lauderdale, FL. 237
Cape Coral, FL 234
Deltona,FL 219
Total Outmigration 26,907
[Net Migration 15,523]

Net Migration, LAE

20,000
16,000 -
12,000 -
8,000 -
4,000 -
O 1 1 1 1
2003 2004 2005 2006
2003 2004 2005 2006
Domestic | 7,411 | 11,017 | 15,670 | 16,735
Foreign 1,285 | 1,224 | 1,275 | 1,285
Total 8,696 | 12,241 | 16,945 | 18,020

Sources: IRS (top), 2006; Census Bureau, 2006

PER CAPITA INCOME

34,712
28,896

WLAEFL Mus

Source: Bureau of Economic Analysis, 2005
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The Growing Importance of Education/Healthcare

Lakeland
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...Risks to Consumer Balance Sheets Rise Substantially
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As More Mortgage-Related Defaults Appear to Be Forthcoming...

T T
Sarasota Nonprime share of purchase
mortgage originations
% of volume, 2006
u.s.
Tampa
Florida
Orlando
Lakeland ‘
Miari h
25 30 35 40 45

Relocating Retirees Sustain Population Growth

50

38
Ths
36

Source: IRS

34 /
32

In-migration/
30

x v

26

24

Out-migration

22

20

18 t t t t t t
00 01 02 03 04 05 06

Moody’s Economy.com, Inc. ® www.economy.com ¢ help@economy.com ¢ Précis METRO ¢ November 2007



© 2007, Moody’s Economy.com, Inc. (“MEDC”), and/or its licensors. All rights reserved. The information and materials contained herein are protected
by United States copyright, trade secret, and/or trademark law, as well as other state, national, and international laws and regulations. Except and to the
extent as otherwise expressly agreed to, such information and materials are for the exclusive use of MEDC’s subscribers, and may not be copied, repro-
duced, repackaged, further transmitted, transferred, disseminated, redistributed or resold, or stored for subsequent use for any purpose, in whole or in
part. MEDC has obtained all information from sources believed to be reliable. Because of the possibility of human and mechanical error as well as other
factors, however, all information contained herein is provided “AS IS” without warranty of any kind. UNDER NO CIRCUMSTANCES SHALL MEDC OR ITS
LICENSORS BE LIABLE TO YOU OR ANY OTHER PERSON IN ANY MANNER FOR ANY LOSS OR DAMAGE CAUSED BY, RESULTING FROM, OR RELATING TO, IN
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