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The Pandemic Recession

» The National Bureau of Economic Research (NBER)said
Monday that the COVID-19 crisis has officially launched
the U.S. economy info a recession.

» NBER found economic activity had peaked in February,
citing sharp drops in employment and personal
consumption following February.

» Recessions were traditionally defined as two consecutive
quarters of GDP confraction. We have notf reached fwo
quarters since the pandemic sfruck.




Recessions — Boom of Employment before
Bust of Employment (unemployment)
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» The interesting thing abouf the Pandemic Recession it
was actually starfed by unemployment.



Economy

» To prepare for a recession, it is important to fry to
understand the recession impacts on the economy.

» Historically, each recession hits different parts of the
economy differently.

» Currently the hardest hit industries are fravel related
indusfries, hospitality industries and energy industries.

» Economic recovery will be based on containing
COVID-19.



June 8, 2020 NC Public Health
Announcement

» North Carolina has reached its highest-ever number of
individuals currently hospitalized with the virus — 739. It is
the fourth fime in the past six days the hospitalization
count exceedec uis

» North Carolina percentage of positive tests is among the
highest in the nation.



Purpose of Study

The purpose of this COVID-19 Impact Economic Development Stud
is fo determine the current impact fo the Kernersville economy in
an effort to :

» Help businesses make decisions on business operations

» Help businesses and Town of Kernersville make decisions on
when to bring workers back and hire

» Help businesses and Town of Kernersville budget for the future
» Help attract new businesses

Note: This Study will be updated as new data is made available.



“Uncertainty”

Uncertainty is the major fuel for
stimulating this recession

»When will there be a COVID-19
freatment and cure¢

»How and when will the economy
recovere



How and when will the economy
recover?

» We can work on this “uncertainty”
through study of our local economy
condition and trends

» Once findings on the local economy are
made, we can share information with our
local economic development partners



Local
Economic
Development
Partners

@ Buxton



What have recent
studies found at the
national level?




Urban Land Institute (ULI)

Survey: U.S. Commercial Real Estate Sector
Expected to Be Resilient in Recovery, By William
Maher, May 18, 2020

» ULl was founded in 1936 and currently has
more than 45,000 members, with more than
10% of the members working in government,
academiq, or public-private partherships.
Most of the rest are involved In the real estate
and urban development industries.



Best Case

Urban Land Institute (ULI) - ULI’s latest Real
Estate Economic Forecast, which is based on a
May 2020 survey of 38 economists and analysts
at 34 leading real estate organizations.

» ‘Despite these dire conditions, U.S. real estate
economists are predicting some light at the
end of the tunnel”.

» “First, the current economic recession will be
short-lived, with above-average gross
domestic product (GDP) growth in 2021 and
2022".




Best Case

» “Second, the impact on real estate
market conditions and values will be
relatively modest and much less severe
than the impact experienced during the
global financial crisis (GFC), retail and
hotels excluded.”

» “As always, we note a caveat: the
forecast is based on the median responses
to a survey of economists, with a wide
range of views both better and worse.”




“Wide differences are forecasted for
market fundamentals depending on

property type”.

» “Hotels are forecasted to suffer the most, with the average
occupancy rate plummeting to 40.1 percent in 2020 from 66.]1
percentin 2019".

» Kernersville still has one hotel development moving forward.

» “Retail will also be hit hard since closures of nonessential stores (in
the process of being lifted in some stafes) has increased struggles by
some retailers”.

» Kernersville Staff was in the process, before COVID-19, of lowering
our commercial retall development projections.




» “Apartment and office vacancy rates will see modest deterioration
iINn 2020. Both sectors will see talling vacancy rates by 2022".

» Kernersville still has apon‘mem‘ developers wanfing to come to
our market.

» Triad Business Park’s new fenam‘s Amazon, Averitt Trucking, Old
Dominion, and expans:on af FedEx Ground are all stimulates for
the market. |

» Amazon brings 1,000 jobs, nof Including their second facility that
should be announced soon. When you welcome 1,000 workers,
their partners and children, you creatre a very large demand
from numerous markets. It creates a small town market by itself.



» “Industrial will lead ¢ ‘rent growth over the
2020-2022 time f
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Housing

» “Single-family housing staris will drop to 600,000 in 2020,
a 32 percent drop from the prior year, but well ahead of
431,000 in 2011."

» Kernersville Staff has not heard of any major layoffs in the
Kernersville and surroundlng /ob gaiers. Jobs create fhe
demand for housing.

» ‘Home price growth is forecasied o average 1 percent
in 2020 before improving to 4.6 percent in 2022.”

» Nearly all real estate agents in the Kernersville area stated
before the pandemic that we had a low supply of houses
for sale. Going into an economic downturn in a seller’s
market, puts Kernersville in a good space for recovery.




Jobs

» “Net job growth is expected to e negative 10 million for
2020 (full year). This estimate implies a very meaningful
recovery later this year, since COVID-related
unemployment claims are already close to 36 million”.

» Department of Labor announce the U.S. economy added
2.5 million jobs in May as the unemployment rate dipped to
13.3% from 14.7% in April



» “The job recovery will continue at a strong pace in ensuing l
years, with forecasted growth of 4 million net jobs in 2021 and

2027

» “This job growth will not be sufficient 1o move the
unemployment rate back 1o the 2019 level of 3.5 percent”.

» “The Forecast calls for the U.S. unemployment rate to jump to
11.5 percent at year-end 2020, and then decline to the long-
term average (5.9 percent) by the end of 2022".

» Kernersville has a diverse economy and new logisfic
businesses moving in, so we anticipate being in a good
position for job growth.



» Winston-Salem Journal published on 6/9/20 that Manpower
Inc. recent survey found:

» 10% of Winston-Salem area employers plan to hire in the 3@
quarter, while another 10% plan to decrease.

»20% of Greensboro-High Point area employers plan to hire in
the 3@ quarter, while another 11% plan to decrease.

» Community Development Staff observation is
Kernersville job centers are more similar fo the
Greensboro-High Point job centers.

» Also, the diversity of Kernersville's Job centers makes it
strong, with a mix of logistics, manufacturing, medical
and reftail.




Federal Reserve Chairman Powell

» Warned the pandemic crisis threatens "lasfing damage”
to American prosperity.

» Almost 40% of those people who were working and
earning $40,000 or less in February lost their jobs in March.

» One additional point that Powell addressed was that the
loss of thousands of small and medium-sized businesses
will create a disaster ahead. Destruction of a lifetime of
work and family legacies would predicate that the job
recovery would be weaker and may bring an extended
period of low productivity growth as well as stagnant
INncComes.

> A good example In KEMEISHESSEING The ast
Housing Recession, we lost our local residential
subdivision builders.






Road to recovery - “We were in a

good economic place”

» Kernersville
permitting data still
looks good Gl
we will confinue fo
monitor
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Permitting Valuations

» Important tax
base trend
indicator

Valuation

| 2016 2017 2018|2019
$2,718,354 | $6,584,602 | $4,249,588 | $21,424,737

$9,371,822

‘Apr | $3.277,829 | §7.434698 | 52,472,067 | 4,955,115 | 59301768
May | $1.396,606 | 52201765 | 54,657,525 | $16.107,412 | 53,650,080
yune | $1684,088 | $3450537 | $p3isei| Sreveras|

uly [ 515913410 sossoesr| s10s0aes| soarasos|
‘Aug | 52019593 | 55137463 | $64110545 | S6108305 |
Sept | $4102,254 | 315124139 | $3653403 | Se72481]
oct | s3e3mo13 | Soseraze] somsesea| sssaoms|
Nov | 514339008 | $2.524.600| $3.356302 | 3776001
Dec | S2308504 | $9,018519| 2734418 | Sozsae3|



Prior to the Pandemic, we had steady housing
construction, with several “attached” and “detached”
housing projects that were coming online

Single-Family Residential Detached Single-Family Residential Attached
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Kernersville has always had swings of high industrial
growth fo low industrial growth, because Kernersville is
a small market with moderate demand and supply
trends

Office/Industrial
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Commercial growth will remain low based on retail
trends that were taking place before the pandemic,
and are now being accelerated

2017

26| 0
130,594 88,296
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Commercial GAP Analysis Study

» Before the pandemic
Community
Development Staft
worked with Retail >
Strategies on GAFP
Analysis Study.

» A GAP analysis study
looks at the potential
number of dollars being
spent ouftside of the
Kernersville market

(

’,:‘) retail strategies
—
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Discover: Total Market Demand (custom Trade Area)

Germanton : e

BEY
Belews Creek Nk

Walkertown (2 ok ]
y e Oak'Ridge L 73

|£}
o = DIL_;_{{" 1 |r-Jr 1
pak ! s . I".I-_"-'.1;Jdl:-[_:'1._1
Airport
P £ Guthrie Kemersville
(31} Willowbend s = Colfax @
Winston:Salein T s,
Total Market Demand ¢ © o L
$1,302,677,054 o o 7
’ ’ ’ e
() D . Union Cross 166)
This represents the amount spent i Gy o
by consumers located in the S
£ e Homeytown
defined trade area. By block Wallbors A y
group the areas with darker green 1] R R B e
captured more dollars than the
1993) 0 2.5 5

gr‘ay areas. - W — e P—

© s
Google = Lo Map data ©2020



Discover: Total Market Supply (custom Trade Area)
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Discover: Opportunity Gap (custom Trade Area)

Total Market Surplus of Sthei .
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Discover: Leakage (custom Trade Area)

Clothing & Clothing Accessories Stores 531,325,730

$19,059,179

Limited-Service Eating Places

Full-Service Restaurants 513,173,154

Health & Personal Care Stores 512,012,646

Building Material and Garden Equipment Stores $3,526,367

Electronics & Appliance Stores $3,425,705



Discover: Peer Analysis

Target 10 - Minute Drive Time

City State Residential Pop  Employed Daytime Pop Median HH Income Market Supply

Kernersville NC 49,379 52,236 $56,716 $996,367,934

Clarksville ™ 59,314 59,643 558,994 $976,232,735

Hendersonville TN 49,003 63,279 $59,786 $1,341,973,043

Cleveland ™ 45,428 58,229 $49,997 $1,081,002,712

Monroe MNC 46,188 58,664 $54,949 $1,640,650,713

New Bern NC 40,915 27,838 546,989 $823,648,837

Winchester VA 47,091 57,631 $62,405 $1,525,341,912

Chesapeake WA 58,841 27,570 560,578 $1,303,708,029




Discover: Peer Analysis

Peer Analysis

Retailer Count

Category

B Kernersville, NC  ® Peer Average



» Basic ecal ands then

supplies

_ ou have a
demand, it creates less of a fall during downturns
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Buxton Customer Analytics

» Largest sole source of “customer analytics”.

» “Customer analytics” analyzes local customer data to
identify who is in the market and can be used to
undertake analysis of local customer data to identify
and attract commercial fenants or developers.

» Buxton services primarily takes cell phone data and
household data that they purchase and run it through
their analytical tools to idenftify current commercial
activities.



Mobile Device Visits per Active Device

B 7 Cay Aavg. 2020 [l 7 Day Avg. 2019 Cumrent Date Range

03/04/2020 - D&/19272020

Consumer Behavior Trends

Mar 1

» Buxton purchased cell phoné fracking data
» They determine the local market and cell phones within the markeft

» They have created geo-fences around over 400 businesses in
Kernersville

» When a local cell phone crosses the established geo-fence
threshold, you get “mobile device visits per active device”



Kernersville Peak of Economic Decline l
28% the weekend of April 3@ — 5™

Mobile Device Visits per Active Device




Triad Comparisons Peak Day of Decline

Mobile Device Visits per Active Device

» Kernersville — April 3¢ 28.53%
» Clemmons — April 15t 34.91%
» Greensboro — April 14ih 47.15% !
» Winston-Salem — April 12th 48.50% B




Kernersville's overall commercial

economy has recovered to a +.55%
As of June 6th

Consumer Behavior Impact Assessment
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Triad Comparisons
As of June 6th

Consumer Behavior Impact Assessment
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Kernersville's Mobile Device Visits
Compared o the Country
As of June éth
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May 22"d, 5:00 pm Phase Il Begins
As of June 6th

Consumer Behavior Impact Assessment
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Kernersville Recovery was based
on Land Use Make Up

» Certain land uses were less impacted then others. The
best example is the regional shopping area along South
Main Street that consists of grocery stores, fast casual
restaqurants, drive-through restaurants, building supply
stores and big box retail with online pickup. All those
land uses continued fo have a high customer visit.

» [tisimportant to note that the small businesses like
salons, local restaurants, gyms, etc. have not seen the
recovery, and are less likely to be geo-fenced.




Building Material and Supplies

Mobile Device Visits per Active Device
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Grocery Stores

Mobile Device Visits per Active Device
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Restaurants

obile Device Visits per Active Device
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Buxton Customer Analytics COVID-
19 Impact Findings

» Kernersville market “stayed local”

» Many of the Kernersville's commuters are staying home
and consuming local

» We continued to have our local workforce be a part of
the customer visits

» We had a sfrong local economy going in with demand
over supplies (GAP Analysis)

» The sfudy does not reflect the slow recovery for many
small local businesses



Small Businesses

» Since we are still in the early stages of the economic impact of
COVID-19 there is limited data on the impact on small businesses.

» One early study was Main Street America April 9, 2020 | New Report:
The Impact of COVID-19 on Small Businesses

» Conducted an online survey to assess the impact of the COVID-
19 on the approximately 300,000 small businesses across the
network.

» Of the nation’s approximately 30 million small businesses, nearly
/.5 million small businesses may be at risk of closing permanently
over the coming five months, and 3.5 million are at risk of closure
in the next two monthes.

» The survey reveals 60 percent of respondents have less than 5
months remaining of likely business survival.

» Approximately 35.7 million Americans employed by small
bqunesses are at risk of unemployment as result of the COVID-19
Crisis.



Local Development Reports

Staff continues to have discussions with our local
development partners, some of the comments include:

» Banks are being very conservative on lending until the
uncertainties of the spread of the virus and economy are
better known which may not be until this Fall

» Developments that have financing in place are moving
forward

» Low mortgage rates are helping home sales

» Reduction of material and labor cost are not taking
place

» Projects going out to bid have drastically slowed down



» Community Development staff
will continue fo update this
sfudy

» Community Development staff
will confinue to disseminate
information to our local
economic development
partners

Community
Leadership

Brokerage & EranBRe

Property
Owners Development

Entrepreneurs

Local
Businesses

Buxton



Closing Comments

» We have many local residents and businesses that
have been adversely impacted, and will continue fo
be adversely impacted

» The road to recovery will not be over night

» We are a part of a national economy that influences
our local economy

» The Kernersville Economic Development Sfudy found
we are in a strong position to recover



Please share information that you l
may have that may help

Kernersville understand current

trends and projections

Contact

Jeff Hatling, AICP
Town of Kernersville
Community Development Department

Ihatling@ioknc.com
336-992-0704



mailto:jhatling@toknc.com
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