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This Economic Update may include opinions, forecasts, projections, estimates, assumptions and speculations (the “ Contents’) based on currently available
information which isbelieved to bereliable and on past, current and projected economic, political and other conditions. Thereisno guarantee asto the accuracy
or completeness of the Contents of this Economic Update. The Contents of this Economic Update reflect judgments made at this time and are subject to change
without notice, and the information and opinions herein are for general information use only. Regions specifically disclaims all warranties, express or implied,
with respect to the use of or reliance on the Contents of this Economic Update or with respect to any results arising therefrom. The Contents of this Economic
Update shall in no way be construed as a recommendation or advice with respect to the taking of any action or the making of any economic, financial or other
plan or decision.

December 2020 Nonfarm Employment: Regions Footprint

Total nonfarm employment within the Regions footprint rose by 233,500 jobs in December, with private sector payrolls up by 250,200
jobs and public sector payrolls down by 16,700 jobs. The initial estimate of job growth in November was revised higher, with job growth
now put at 172,100 jobs rather than the initial estimate of an increase of 141,500. The increase in nonfarm payrolls within the Regions
footprint in December is in stark contrast to the decline of 140,000 jobs for the U.S. as a whole. Recall, however, that the decline in
nonfarm payrolls for the U.S. as a whole was more than accounted for by payrolls in leisure and hospitality services declining by 498,000
jobs, which masked what was broad based job growth across much of the private sector, including surprisingly strong job growth in retail
trade. Those same patterns held for the Regions footprint in December. While leisure and hospitality services declined within the footprint,
at 35,300 jobs the decline was fairly small, at least in proportion to the footprint’s share of national employment, and was more than
offset by broad based job gains across the remaining private sector industry groups, including surprisingly robust hiring in retail trade.
Still, it should be noted that labor market conditions varied sharply across the in-footprint states, with nonfarm employment declining in
Illinois and Kentucky. Similarly, while the unemployment rate for the Regions footprint as a whole declined to 6.1 percent in December
from 6.4 percent in November, results varied sharply across the individual states.
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With the release of the December data, we now have a preliminary estimate of the change in employment for full-year 2020. Nonfarm
payrolls across the Regions footprint fell by a total of 2,216,500 jobs in 2020, leaving them down by 3.8 percent between December
2019 and December 2020. Nationally, nonfarm payrolls were down by 9,374,000 jobs, a December/December decline of 6.2 percent.
Again, these are preliminary estimates pending the annual benchmark revision process, with the revised estimates to be released with
the January 2021 data — which occurs on February 5 for the national level data, on March 15 for the state level data, and on March 19
for the metro area level data. As we've discussed before, the magnitude of the benchmark revisions tends to increase as we move from
the national data to the state and metro area data, often significantly so.

As such, other than presenting some broad results, we'll hold off on doing any detailed analysis of the state level data, particularly
breakdowns by industry groups, until the benchmark revisions have been released. One thing that does stand out to us, however, is that
reported job losses in leisure and hospitality services within the Regions footprint seem oddly mild relative to the job losses reported
nationally. Prior to the pandemic, the footprint accounted for roughly 40 percent of all jobs in leisure and hospitality services in the U.S.,
but job losses since last spring seem disproportionately light. One factor could be that the pandemic-related restrictions imposed in many
of the Southern states tended to be less rigorous than were those imposed in other states, so establishments such as casinos, restaurants,
and entertainment venues across the footprint states may have held on to more of their workers. But, even accounting for this, the job
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losses in this industry group reported in the preliminary 2020 data still seem a bit light to us, and given that leisure and hospitality
services is far and away the industry group most impacted by the pandemic and the efforts to stem its spread, any revisions to the
preliminary estimates of job losses in this industry group will have an outsized impact on revisions to the initial estimate of overall job
losses. As such, this is one of the elements of the benchmark revisions that we'll be the most interested in.
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The first chart above shows the change in total nonfarm employment in 2020 for each of the states within the Regions footprint. That
on a number of jobs basis the largest job losses come in Texas, Illinois, and Florida is no surprise given the relative sizes of the states,
but we nonetheless thought it worth showing the absolute numbers. The second chart shows the 2020 changes in both total nonfarm
and private sector employment on a percentage change basis; nationally, total nonfarm employment fell by 6.2 percent and private
sector employment fell by 6.3 percent. Illinois fared the worst of the in-footprint states, with total employment falling by 6.9 percent and
private sector employment falling by 7.1 percent, but in each of the remaining states the preliminary data show the decline in employment
was less harsh than that seen nationally. Again, with the caveat that the data are subject to potentially significant revision in the annual
benchmarking process, we can pick out several details that seem a bit off. For instance, over half of the decline in total nonfarm
employment in Kentucky is accounted for by two sectors — leisure and hospitality services and government. The former stands out given
that Kentucky’s exposure to leisure and hospitality services is significantly below the U.S. average. In contrast, Mississippi’s exposure to
leisure and hospitality services is slightly above the U.S. average but the state’s job losses in this sector were substantially smaller than
those seen in other states, which helps account for why the decline in total nonfarm employment in Mississippi was relatively mild.
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December marked the fourth consecutive month in which public
sector payrolls declined. Though revenue flows from sales taxes and property taxes remain steady, revenue from taxes on services,
including dining out and travel, and from entertainment/sports/recreation venues continues to lag, acting as a source of financial stress
on many state and local governments. As such, the decline in public sector payrolls likely has further to run.
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At the other end of the spectrum, the increase in retail trade payrolls within the Regions footprint seems somewhat suspect. Even with
stronger than expected hiring in December, retail trade payrolls for the U.S. as a whole fell by 410,900 jobs in 2020, a decline of 2.6
percent. Within the Regions footprint, however, retail trade payrolls are reported to have risen by 19,100 jobs, an increase of 0.3 percent,
which is even more at odds with the national level data considering the above-average exposure to retail trade for the footprint as a
whole. It will also be interesting to see if the increase in payrolls in transportation/utilities reported in the preliminary data survives the
benchmark revision process. While employment in warehousing/distribution/delivery operations grew solidly, increases in employment
from those areas was more than offset in the national level data by job losses in other areas of transportation, such as air travel. Less
exposure to these other areas of transportation may help account for why payrolls in the broad transportation/utilities category are
reported to have risen within the footprint, but, again, whether this will be the case in the revised data is an open question.

Turning to the household survey data, Illinois, Kentucky, Missouri, South Carolina, and Tennessee saw their unemployment rates rise in
December, North Carolina’s rate was unchanged, and each of the remaining states saw their unemployment rate fall. At 3.9 percent,
Alabama posted the lowest unemployment rate of any in-footprint
state, while at 7.6 percent Illinois had the highest rate. While each
state has seen a substantial decline in their rate following the spike
Unemployment Rate seen in April, unemployment rates ended 2020 well above where
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in April is that labor force participation declined, in some cases
sharply, over the course of 2020. With the exception of Tennesseg,
the labor force participation rate in each in-footprint state ended
2020 below where it started 2020, with Towa, Florida, Illinois, and
Kentucky posting the largest declines. The data for Tennessee look
more than a bit suspect — the participation rate is reported to have
risen by over 450 basis points between July and August, which
hardly seems plausible but which nonetheless accounts for the
higher rate at year-end 2020 relative to the January 2020 rate. The
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Source: Bureau of Labor Statistics; Regions Economics Division inadequate gauge of the degree of slack remaining in the labor
market, on the metro area, state, and national levels. Instead, it will
be necessary to consider the unemployment rate in conjunction with
the labor force participation rate to form a more complete view of
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Source: Bureau of Labor Statistics; Regions Econommics Division the pre-pandemic level, it is nonetheless encouraging that job

growth is as broad based as it is across industries and geographies.

This suggests that conditions are in place for a meaningful pick-up in the pace of economic growth once there has been more progress

on the vaccine front. Though our baseline forecast anticipates a faster rate of economic growth over the second half of 2021 and into

early 2022, the specific timing of any acceleration in growth is contingent upon progress on the vaccine front and, as such, remains
highly uncertain.
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Based on the preliminary data, the table to the side highlights the twenty mid-size-to-larger metro areas within the Regions footprint that
saw the smallest declines in nonfarm employment in 2020 (the “top” twenty) and the twenty that saw the largest declines. Though we
base these comparisons on the percentage change in nonfarm employment to make them meaningful comparisons, we nonetheless do

not include the smaller metro areas, in which a very small change
in the level of employment can yield an outsized percentage
change. As always, our monthly data summaries (link below)
provide data updates for each of the 104 in-footprint metro areas
we track on a regular basis. Again, the data used to construct the
table to the side are preliminary, and the relative rankings will
likely change upon the release of the benchmark revisions. Still,
it does stand out that the Orlando FL metro area posted the
largest decline in nonfarm employment amongst the in-footprint
metro areas in 2020. Total nonfarm employment in the metro
area declined by 130,400 jobs in 2020, and 87,508 of these job
losses came from leisure and hospitality services. This reflects
the combination of the metro area’s outsized exposure to this
industry group and the effects of the pandemic and the efforts
to stem its spread, and also suggests that employment in the
Orlando metro area will remain well below the pre-pandemic level
until the economy is much closer to being fully reopened than is
the case at present.
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We of course will continue to track the labor market data in the months ahead, including the release of the annual benchmark revisions
in March. In addition to these monthly updates of the state level employment data, we continue to produce our regular Thursday updates
of state level claims for Unemployment Insurance, and will continue to provide our regular monthly updates of state and metro area
labor market, housing market, and personal income data, updates which can be found at either of the following sites:

https://www.regions.com/about-regions/economic-update or http://lifeatregions/Finance/MonthlyEconomicReports.rf
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