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By Bill Spitz, Principal

As a Co-Founder of Diversified Trust, Bill has been instrumental in the ongoing development of
the firm's investment platform. Bill also serves on the Board of Directors of Mass Mutual Financial
Group, Acadia Realty Trust, and is Trustee emeritus of Kenyon College in Ohio. He authored Get
Rich Slowly: Building your Financial Future through Common Sense and is a frequent speaker at
financial conferences.

Going with the Flow

Anyone who follows either the financial or popular media likely believes there is a flood
of Americans moving to the Southern U.S., and to Florida and Texas in particular. Ever
curious and always somewhat skeptical of the conventional wisdom, | did a little research
and found the following chart which depicts the percentage of the population that moves
in a given year. It includes both short (which is defined as within a given county) and long
distance moves.

Annual migration rates, 1947 to 2022
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The reality is that internal U.S. migration is within a fraction of a percent of the lowest
level experienced since 1948! The primary explanation for this declining trend is that the
population of the 1940’s and 50’s was much younger, consisted of more renters, and was
characterized by fewer dual-income households, all of which made moving a simpler
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process. However, there is an underlying story here that is quite interesting. The number of
short distance moves, which historically account for about 60% of all moves, declined by
almost half during the last fifteen years. In contrast, the number of longer distance moves
remained relatively flat or declined only very slightly from 2005 to 2020 before trending
upward in 2021 and 2022. This recent uptick in long distance moves is the migration we

are all reading about.

A LITTLE HISTORY

While the current migration is certainly newsworthy, there have in fact been several
previous migrations that changed the landscape of America in a major way. First, as
depicted below, more than 7 million African Americans left homes in the South to resettle
in the West and in Northern Cities during the 20th century. This is generally known as The
Great Migration because of its profound social and political impact.

Estimated number of migrants leaving the South
each decade
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These African American migrants were motivated by the availability of jobs as well as the
hope of more comfortable racial attitudes and greater personal freedom. Interestingly,
that migration has reversed to some extent since the 1970’s. However, the Great Migration
primarily involved moves away from the rural South, whereas the reversal largely consists
of relocations to major cities in Georgia, Florida, Virginia, Texas, and North Carolina.
Additionally, the Afro Americans currently moving to the South are primarily the children
and grandchildren of those involved in The Great Migration rather than the original
migrants themselves.
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A second migration involved the departure of more than 20 million White Southerners
during the Twentieth Century. (Almost three times the number of Afro American migrants)
They moved from the South to California as well as to the industrialized cities in the
Mid-West and East including, among others, Kansas City, St. Louis, Milwaukee, Chicago,
Cleveland, Pittsburgh, Philadelphia, and New York. This migration peaked in the 1970’s
and the number of southerners living outside of their home region has since declined by
about 15%.

The final noteworthy shift in population was The Dust Bowl Migration to California in

the 1930’s. The stereotypes of this migration are not entirely correct. First, about 285,00
people moved to California between 1935 and 1940 from the Southern Plains States that
were considered the Dust Bowl. What is not generally understood is the fact that about
750,000 people moved there during the same period from other states and regions. A
second misconception is that these were largely farm workers who moved to agricultural
communities such as the Central Valley. In fact, the largest recipients of population inflows
were urban areas, particularly Los Angeles.

U.S. immigration is a related topic that has been the subject of several of my other papers.
Therefore, | will not cover it here but note that the assimilation of Asians and Latinos also
resulted in several smaller migration waves within this country.

ON THE MOVE AGAIN

Where are those involved in the current migration coming from, where are they going,
and why are they moving? The following pictorial displays recent population growth
trends by state:
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Note the large relative growth in the populations of many southern states plus Texas,
Idaho, Nevada, and South Dakota. In contrast, there were declines in New York,
Pennsylvania, West Virginia, Louisiana, California, and Oregon. Population growth is a
function of births versus deaths as well as net migration. Birth and death rates do differ
somewhat between states, but population growth is largely a function of varying net
migration which is the difference between inbound and outbound moves. The ten states

with the largest number of outbound moves in 2022 were:

1. California 5. Massachusetts 9. Virginia

2. New York 6. Louisiana 10. Minnesota
3. lllinois 7. Maryland

4. New Jersey 8. Pennsylvania

Where are they going?

1. Florida 5. Tennessee 9. Alabama

2. Texas 6. Georgia 10. Oklahoma
3. North Carolina 7.Arizona

4. South Carolina 8.1daho

Data for 2023 is very preliminary, but it appears that the picture was largely unchanged
from 2022. One interesting note is that South Carolina enjoyed the largest percentage
increase in population in 2023 while Texas had the largest growth in absolute terms at
473,000 people.

PEELING BACK THE ONION

The actual pattern of inbound and outbound moves comes as no surprise given
widespread press coverage. However, data on individual counties and metro areas does
contain some surprises and is particularly interesting. In 2019, counties with less than
30,000 inhabitants and those with populations in excess of 1,000,000 experienced net
outward migration while medium size counties enjoyed moderate growth. At the height of
the pandemic, population exodus accelerated for the larger urban areas while the medium
size counties continued to experience healthy gains. The major reversal occurred in the
small counties which flipped from an aggregate outflow of 24,776 people in 2019 to an
inflow of 125,283 in 2021. Interestingly, the trends shifted again in 2022 when the outflows
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from the large urban areas decreased by about 8% and the flows into small counties fell
by more than 40%. Once again, the medium size counties experienced healthy growth
although it was somewhat muted as compared to 2021. It will be fascinating to see if the
migration to small counties was a one-time phenomenon and whether return-to-work will
stem the outflow from the major urban areas.

In 2022, the metro areas enjoying the largest number of inbound moves as a percentage of
overall moves were:

Ocala,FL | Tallahassee,FL | Charlotte, NC | Savannah,GA | Houston, TX
Deltona, FL | Myrtle Beach,SC | Huntsville, AL | Miami,FL | McAllen, TX

WHY DO PEOPLE MOVE?

The conventional wisdom is that people who move are motivated by more temperate
climates, a lower overall cost of living, and low tax rates. The Census Bureau actually does
a survey in which people who moved in the most recent year are asked for the primary
reasons for their decision.

At a high level, their responses for 2021 and 2022 were as follows:

Figure 1.
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The Bureau provides more detailed information for each general category, and it is
interesting that neither tax rates nor the cost of living are mentioned, and only 1% cite
weather as a reason for moving. (Weather is included in the Other Category) It may

be that the Bureau only provides respondents with categories that do not match the
actual reasons for their decision. Alternatively, those moving may not be honest in their
responses. (Would you admit to a government interviewer that you are moving to avoid
taxes?) In any case, | have gathered several charts that generally support the popular view.

First, remembering that the states with the largest population outflows were California
and New York, note that their state income tax rates lead the country at 13.3% and
10.9%, respectively. Among the winners, Texas, Florida, and Tennessee do not have state
income taxes.

How High Are Individual Income Tax Rates in Your State?
Top Marginal State Individual Income Tax Rates (as of January 1, 2022)

VT NH**
8.75% 5.00%

Mote: Map shows top marginal rates: the maximum statutory rate in each state. This map does
not show effective marginal tax rates, which would include the effects of phase-ouls of various T

: i A ; - L ; op State Marginal Individual Income Tax Rates
tax preferences, Local income taxes are not included. Missouri's top marginal rate will be

reduced to 5.3% if certain revenue trigpers are met, i .... ....
{*) State has a flat income tax.

(**) State only taxes interest and dividends income. Lower Higher
(1) State only taxes capital gains income.
Sources: Tax Foundation; state tax statutes, forms, and instructions; Bloomberg Tax.

TAX FOUNDATION @TaxFoundation
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What about weather? As shown in the next map, with the exception of California, most
of the losers experience average temperatures at the low end of the national range while
the beneficiaries are quite a bit warmer. This confirms the popular belief that movers are
motivated, at least in part, by more pleasant climates.
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Cost of living is another commonly cited reason for migration. As shown in the following
map, Massachusetts, California, New York, New Jersey, and Maryland are among the

most expensive places to live, and all were among the states with the highest number of
outbound moves. Interestingly, despite having a relatively low cost of living, Louisiana was
among the losers while Arizona was in the winning column even with relatively expensive
day-to-day living. These two anomalies demonstrate that decisions to move are complex
often incorporating many factors. In addition to economic considerations, Chamber of
Commerce representatives of winning localities like to cite intangibles such as access to
outdoor activities, political preferences, quality of life, cultural heritage, short commutes,
and lower population density.
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Composite Cost of Living Index
Third Quarter 2023
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The Census Survey indicated that 16% of respondents cite employment considerations as
an important factor in their decision to move. The next two charts provide some insight
into the health of local economies and job markets.

As shown in the first map, the states enjoying inward migration tend to be characterized
by low unemployment rates suggesting that job opportunities are plentiful. Note that the
Southern states all have an unemployment rate of 3.4% or less which compared with the
national average of 3.8% at the time that this chart was produced. In contrast, states on
the losing end of population growth such as New York, Pennsylvania, Connecticut, Illinois,
and Michigan had unemployment rates of 3.5% or higher. Three interesting exceptions are
Texas, Arizona, and Nevada which are generally considered attractive destinations despite
the fact that their unemployment rates are on the higher end of the scale.



THE DIVERSIFIED VIEWPOINT | DIVERSIFIEDTRUST.COM

Unemployment rates by state,
seasonally adjusted, August 2023
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The final graphic depicts 2022 economic growth by state. Higher growth, which is
illustrated in the darker blue tones, can be found in Florida, Tennessee, Texas, Georgia,
South Carolina, and North Carolina, all of which are experiencing favorable migration
trends. This may be something of a “chicken and egg” situation. Is the strong economic
growth attracting inward migration or does it result from it? Or, is the entire process
circular? Note that Louisiana has one of the worst growth rates in the country and is
experiencing outward migration. So, economic opportunities clearly do matter. However,
there continue to be anomalies such as New York which enjoys strong economic growth
yet is still suffering net population outflows.

2022 GDP Growth
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WILL CLIMATE CHANGE INITIATE ANOTHER WAVE?

The number of climate-related disasters costing more than $1 billion doubled during 2010-
2020 as compared to the previous decade. Yet, two of the ten fastest growing counties in
the U.S. are considered “very high risk” for natural disasters by FEMA (Federal Emergency
Management Agency), and eight are rated “relatively high risk.” None are considered
moderate or low risk locations. Simply stated, Americans have been moving toward heat,
hurricanes, drought, water shortages, flooding, and wildfires. The interesting question

is whether the potential for, or realization of, weather related disasters will soon cause a
reversal of the migration patterns described above. Natural disasters forced 3.4 million
people to leave their homes in 2022 according to the Census Bureau. Twelve percent were
evacuated for more than six months and 16% have never returned. Is this the beginning of
a new migration? If so, where might they go? Some researchers have speculated that the
population will be increasingly urban, move away from coastlines, and shift toward the
northern half of the country causing a revival of cities such as Detroit, Rochester, Buffalo,
and Milwaukee; what interesting food for thought! In any case, the Pew Research Center
reports that 61% of Americans say that climate change is affecting their local community
which gives me hope that this issue will become the subject of civil national discussion.

Natural disasters forced 3.4 million people to leave their homes in 2022
according to the Census Bureau. Twelve percent were evacuated for more
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Important Notes and Disclosures

This White Paper is being made available for educational
purposes only and should not be used for any other
purpose. Certain information contained herein concerning
economic trends and performance is based on or derived
from information provided by independent third-party
sources. Diversified Trust Company, Inc. believes that the
sources from which such information has been obtained are
reliable; however, it cannot guarantee the accuracy of such
information and has not independently verified the accuracy
or completeness of such information or the assumptions on
which such information is based.

Opinions expressed in these materials are current only as of
the date appearing herein and are subject to change without
notice. The information herein is presented for illustration
and discussion purposes only and is not intended to be, nor
should it be construed as, investment advice or an offer to
sell, or a solicitation of an offer to buy securities of any type
of description. Nothing in these materials is intended to

be tax or legal advice, and clients are urged to consult with
their own legal advisors in this regard.
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