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ExecutiveSummary

m The Twelfth District’s robust economic ex-
pansion continued in recent months. The
employment growth rate of 3.6 percent so far
in 2000 is well above the corresponding
national rate, and both were boosted by a
surge in federal government hiring of tem-
porary Census workers in recent months.

® |n California, private sector jobs have grown
at about the same strong pace as last year,
and the availability of labor and real estate
is remarkably tight in the San Francisco Bay
Area.

® Among District states, Oregon, Alaska, and
Utah have exhibited the slowest growth this
year, with job creation well below the na-
tional average.

m Growth in District construction employment
has slowed this year, as evidence of dight
cooling in residential real estate markets has
emerged. The exception is California, where
continued strong demand relative to supply
has been raising home sales prices at a
double-digit yearly pace.

® Prospects for the District manufacturing
sector have improved this year, largely due
to an increase in domestic and international
demand for high-tech products.

District Update

TheTwelfth District economy hasbeen expanding
at astrong pace thisyear. Total nonfarm employ-
ment grew at a 2.6 percent pace during the first
quarter, about equal to last year’s pace, and then
picked up to about a5 percent pace in April and
May. Over the past twelve months, employment
has grown 3.3 percent in the District, well above
the growth rate of 2.4 percent in the remainder of
the nation. Labor force growthinthe District al'so
haspicked upthisyear, holding theunemployment
rateapproximately constant sincetheend of 1999.
At 4.7 percent in May, the District unemployment
rate was six-tenths of a point above the national
rate. District|abor marketsarevery tight, however,
especially in key urban areas.

Cdlifornia s economy has been expanding a bit
faster than the remainder of the District, with a
growth rate of 3.7 percent so far thisyear. Among
other District states, Oregon, Alaska, and Utah
have exhibited the slowest growth, with job cre-
ation well below the national average. In contrast,
Hawaii’s economy has shown further improve-
ment in recent months, with employment growing
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at a3.1 percent pacethisyear, one-tenth of apoint
abovethenational average. Employment growthin
Washington also has accelerated this year, al-
though a faster rate of labor force growth has
increased the unemployment rate a bit.

Therecent pickup in District employment growth
has come largely from the government sector.
Government jobs in the District grew about 8
percent on an annua basis during the first five
months of this year, with a pronounced surge in
May. These jobs have been concentrated in the
federal sector, with500,000temporary Censusjobs
created nationwide this year. Federal government
employment in California has grown by about
53,000 jobs this year, which corresponds to an
annualized growth rate in excess of 50 percent.
Most other statesin the District have seen similar
growth rates. On net, new government jobs ac-

District Employment by Industry

Annualized

%

Seasondlly adjusted payroll employment data

Number Employed % Change Change
(thousands) From From
Previous Previous
May-00 Apr-00 May-99 Month Y ear
Tota 24,416.6 24,3128 23,640.7 52 33
Mining 70.7 71.0 74.2 -5.0 -4.7
Construction 1,375.9 1,376.3 1,289.7 -0.3 6.7
Manufacturing 3,017.2 3,018.2 3,022.3 -0.4 -0.2
Transportation 1,284.2 1,279.7 1,241.7 4.3 34
Trade 5,631.1 5,623.4 5,485.5 17 27
FI.RE. 1,383.0 1,380.9 1,363.4 18 14
Services 7,576.1 7,555.5 7,268.3 33 42
Government 4,078.4 4,007.8 3,895.6 233 4.7

Number Employed

(thousands)

District Employment by State

Annualized
% Change
From
Previous

%
Change
From
Previous

Seasonally adjusted payroll employment data

May-00 Apr-00 May-99 Month Y ear
Alaska 282.4 2829 276.3 -21 22
Arizona 2,256.7 2,246.0 2,1482 59 51
Cdifornia 14,390.1 14,330.7 13,924.8 5.1 33
Hawaii 543.6 5415 531.6 4.8 23
Idaho 558.7 556.2 535.8 55 4.3
Nevada 1,022.9 1,015.2 979.0 9.5 45
Oregon 1,595.1 1,591.5 1,565.9 27 1.9
Utah 1,070.2 1,069.0 1,046.0 14 23
Washington 2,696.9 2,679.8 2,633.1 7.9 24
District 24,416.6 243128 23,640.7 52 33
us. 131,654.0 131,423.0 128,377.0 21 26

counted for nearly 40 percent of total District job
growth in the first five months of this year, more
than twice that sector’s employment share.

In contrast to the public sector, private sector job
growth in the District has not picked up. Private
sector employment hasgrown at a2.7 percent pace
this year, dlightly below the growth rate of 2.8
percentrecordedin1999. Nationally, privatesector
job growth has slowed more, from 2.3 percent in
1999 to a 2.0 percent pace so far this year. The
reversal of government employment gains associ-
ated with temporary Census jobs should exert a
restraining influence on District and national em-
ployment growth later thisyear.

Among other key sectors, growth in District con-
struction employment has slowed this year, as
evidenceof slight coolinginresidential real estate
markets hasemerged. Growth in sales, prices, and
new home construction has slowed somewhat in a
number of states. The most notable exception to
thistrendisin California, where continued excess
demand has been raising home sales prices at a
double-digityearly pace.

In another key development, prospects for the
District manufacturing sector have improved this
year. Followingtwoyearsof | osses, District manu-
facturing employment has held steady thus far in
2000. The prognosis is especially favorable for
makers of semiconductors and related electronics
products, with sharp salesincreasesand apickupin
employment growth evident in recent months.
Underlyingthisimprovementisasurgeinmerchan-
dise exports during the first four months of this
year. Except Washington, whereexportsof Boeing
aircraft declined, most other states saw substantial
increases in exports compared to a year earlier.
Thisinturnhasspurredrapidincreasesintranspor-
tation servicesjobsin most District states.

Recent Developments Affecting the
District Expansion

The national economic expansion has exhibited
scattered signsof slowing inrecent months. These
include slower home sal es, reduced factory orders
(especially for electronic equipment), and an in-
crease in the unemployment rate. In the Twelfth
District, athough there are tentative signs of a
slowdowninthehousing market, theoutl ook for the
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electronics sector is highly favorable and labor
markets show little or no sign of loosening.

Residential Housing Markets

During the past twelve months, mortgage rates
nationwidehaveincreased by about 1to 1¥apoints.
These rate increases may have reduced demand
for homes: the latest national figures on sales of
new and existing homesindicateadeclinein April
on amonthly and a year-over-year basis.

Recent increasesin interest rates may be restrain-
ing housingdemandintheDistrict aswell. Figures
1 and 2 display sales of existing homes in the
District excluding California and Alaska (quar-
terly) and California (monthly), respectively. In
early 2000, thelevel of sales of existing homesis
higher than it was a year earlier in most District
states. However, following surging home sales
during late 1997 and 1998, the pace of growth has
come down substantially in the District. For the
District excluding California, the pace of growth
fell from a peak of 14.4 percent in 1998Q2 to 5
percentin2000Q1. InCalifornia, thedeclineinthe
pace of growth of home sales largely has been
confined to the San Francisco Bay Area, where
homesalesfell by about 10 percent during thefirst
four months of this year compared to the same
periodin1999. By contrast, salesof existing homes
have continued to grow a bit in Los Angeles and
San Diego (not shown). For the state as awhole,

Figure 1: Existing Single-Family Home Sales,
12th District Excluding California and Alaska
(year-over-year change)
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Source: National Association of Realtors (quarterly data,
seasonally adjusted)

Figure 2: Existing Single-Family Home Sales
in California
(year-over-year change)
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Source: California Association of Realtors (monthly data,
seasonally adjusted for state total)

homesaleswereapproximately flat inthefirst four
monthsof 2000 comparedtothesameperiodayear
earlier.

Priceappreciationhasbeenvery rapidinCalifornia
thisyear. According to the California Association
of Realtors(CAR), pricesonexistinghomes(single
family and condominium) rose over 10 percent
between early 1999 and early 2000. Therelatively
rapid priceappreciationin Californiasuggeststhat
excess demand for housing in Californiaremains
quite strong. Related data on housing availability
and time to saleindicate that the supply of homes
hastightened inthe state. Between April 1999 and
April 2000, CAR’s unsold inventory index for
existing homesfell from4.3to 3.5 months, and the
median number of days to sale for single-family
homesfell from 39 daysto 32 days.

Asaresult of relatively strong demand in Califor-
nia, growth in the District housing stock, asrepre-
sented by new residential housing permits, hasbeen
most rapid in Californiain recent years (Figure 3).
Although the pace of growth of residential con-
struction permitsin Californiahasfallen somewhat
since early 1999, it came back up in early 2000;
residential permits in the state were up about 12
percent on ayear-over-year basisfor thefirst four
months of thisyear. By contrast, in the remainder
of theDistrict andthenationexcludingtheDistrict,
residential permitswere down about 5 percent. On
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Figure 3: Residential Construction Permits
(year-over-year change)
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Source: F.W. Dodge (three-month moving averages,
seasonally adjusted)

net, this evidence points to cooling in residential
housing markets in the District outside of Cali-
fornia, but excess demand in that stateislikely to
buoy home prices and construction activity in the
near term.

High-Tech Manufacturing and Exports

TheApril report for manufacturers’ durablegoods
orders nationwide showed a decline from March,
with the decline being especially pronounced for
makers of electronics and electrical equipment.
More generally, however, new orders and ship-
mentsof electronicsand el ectrical equipment have
beenvery strongthisyear. Figure4 displaysgrowth
inthemonthly valuesof new ordersand shipments
of electronic and electrical equipment by U.S.
manufacturers, rel ativetotheir year-earlier values.
On an unadjusted month-to-month basis, new or-
dersfell 20.2 percent in April. However, the drop
wasmuchsmaller (1.4 percent) onthethree-month
movingaveragebasisusedinthefigure. Relativeto
their year-earlier values, new orders are up by
nearly 20 percent this year, and shipments are up
nearly as much. New orders and shipments of
computer and office equipment also have been
strong this year, with year-over-year increases in
the range of 10 to 20 percent in recent months.

Relatively strong recent sales of electronics and
computer equipment reflect substantial improve-
mentsintheoutl ook for high-tech equi pment manu-
facturersasworldwidedemand hasimproved over

Figure 4: Electronic and Other Electrical Goods
(year-over-year change)
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Source: Census Bureau (three-month moving averages,
seasonally adjusted)

thepast year. Asfurther evidence, recent semicon-
ductor sales have outstripped even the very favor-
able forecastsissued by industry analystslast fall
(most notably the Semiconductor Industry Asso-
ciation, or SIA). Asof October 1999, the SIA was
predictingworldwidesal esgrowth of 15 percentin
1999 and 21 percentin2000. Actual growthin 1999
was 18.9 percent, and the SIA currently expects
growth of 31 percentin 2000. Asseenin Figure5,
growthinsemiconductor saleshasbeenvery strong
thisyear, with asubstantial reboundin East Asian
demand evident.

Figure 5: Monthly Semiconductor Sales
(year-over-year change)
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Source:  Semiconductor Industry Association (three-month moving
averages)
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The impact of these strong sales trends are re-
flectedinrecent employment performancein Cali-
fornia. Following declines averaging about 2 per-
centin1998and 1999, employmentinthee ectronic
and electrical equipment sector grew by 1.8 per-
cent at anannual rateduringthefirst fivemonthsof
2000. In addition, employment growth has been
very strong in the industry category that includes
makers of semiconductor manufacturing equip-
ment (8.9 percent at an annual rate during thefirst
fivemonths of thisyear). Employment inthe el ec-
tronic and electrical equipment sector has been
growing in other District states as well this year,
including Arizona, |daho, Oregon, and Washington.

Labor Market

L abor marketsthroughout the District aretight and
have become tighter, even though the District
unemployment rate, at 4.7 percent in May, was
above the corresponding national rate of 4.1 per-
cent. TheDistrict unemployment rate hasfallen by
one-half of apercentage point during thepast year.
Figure 6 displaysthe unemployment ratefor Cali-
forniaandtheremainder of the District. Theunem-
ployment rate has fallen in both areas during the
past year. However, after reaching a low of 4.6
percent in February, the Californiarate increased
and as of May was 5 percent, the same rate asin
December 1999.

Therecent increasein California’ sunemployment
rateissurprising, given the strength of payroll job
growthintheyear 2000to date. Separatedatafrom

Figure 6: District Unemployment Rates
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Source: Bureau of Labor Statistics (monthly data, seasonally
adjusted)

the BLS smonthly household survey indicate that
growthin civilian employment has picked up abit
this year compared to 1999, but growth in the
civilianlabor forcehaspickedupmore, equalingthe
rate of employment growth and holding the unem-
ployment rate constant. Anincreasein the pace of
labor force growth this far into an expansion sug-
gestscontinued vibrant labor market conditions.

Thestrength of thelabor marketin Californiaalso
issuggested by recent changesin the composition
of unemployment. Figure 7 displays the monthly
shares of unemployment associated with involun-
tary joblosersandvoluntary jobleavers. Thefigure
also displaysnew claimsfor unemployment insur-
ance (Ul) on a separate scale; this represents an
aternative measure of involuntary job loss, by
providing acount of the number of job loserswho
fileclaimsfor unemploymentinsurancebenefits. In
general, anincreaseinunemployment duetoinvol-
untary job losswould be onekey sign of aweaken-
ing labor market.

Thefigureshowsarecent small declineintheshare
of unemployedjoblosersandasmall increaseinthe
shareof unemployedjobleavers. Similarly, theflow
of new Ul claimshasbeen declining. Thesetrends
suggest no weakening in the Californialabor mar-
ket inrecent months. Onthecontrary, declining job
loss and rising job leaving is consistent with im-
provementsinlabor market conditions, inthesense
that a higher share of unemployment is associated
with voluntary search activity.

Figure 7: Measures of California Unemployment
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Source:  California Employment Development Department (right
scale data are twelve-month moving averages)
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ALASKA, OREGON, AND WASHINGTON

Alaska’'s economy grew at a moderate pace on
netinrecent months. Total nonagricultural employ-
ment grew 1.8 percent at an annual rate during the
first five months of this year, about 0.6 percent
faster thanthepacein 1999. Thestate’ soil produc-
ers have benefited from improved oil prices and
have expanded employment rapidly thisyear, cre-
ating 1,100 new jobs since December. Federa
government payrollsalso have expanded by 1,100
jobsthisyear; however, many of thenew positions
aretemporary U.S. Censusjobs. Recent growthin
these sectors has more than offset pronounced job
losses in the state’ s manufacturing sector and the
loss of asmall number of construction jobs.

The outlook for Alaska's construction sector ap-
pears brighter for the remainder of the year. After
cooling somewhat in 1999, sal esof existing homes
pickedupsubstantialy inthefirst quarter, boosting
demand for new home construction. On the com-
mercial side, several major new projects have
begun, including the Northstar Oil Module and a
$40millionjail projectin Anchorage.

Economic growth in Oregon picked up recently,
followinganessentially flat performanceduringthe
firstquarter. Total nonagricultural employment grew
2.7 percent at an average annual ratein April and
May, boosting growth over the past twelve months
to 1.9 percent. Three-quartersof thenet jobsadded
in April and May were in the government sector,

Nonagricultural Payroll Employment
(percent change over year earlier)
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spurred by thehiring of temporary fieldworkersfor
the 2000 Census. Among other sectors, growthin
constructionjobshaspicked upthisyear compared
101999, largely dueto solid growthin commercial
building activity. Job growth in other sectors has
been limited, with the exception of thetransporta-
tion sector.

Providersof transportation serviceshavebenefited
fromapickupin Oregonexportsthisyear, asAsian
demand for the state’ sagricultural and electronics
products has improved. Recent data based on
origin of movement indicate that merchandise ex-
ports from Oregon increased about 22 percent
during thefirst four months of thisyear relativeto
thesameperiod ayear earlier. Themost noticeable
impact has been on the state' strucking and ware-
housing sector, inwhich employment increased by
7.3 percent at an annual rate during the first five
months of thisyear.

The rebound in economic growth in Washington
continued in recent months. Job gainsin the state
pickedupinthefirst quarter comparedto 1999, and
then picked up further in April and May, when
employment expanded by nearly 4 percent at an
annual rate. Recent job growth owes largely to
rapid gains among providers of business services
(including computer services) aswell assubstantial
increasesin government employment dueto hiring
of temporary Census workers. Combined, these
two sectors accounted for about three-quarters of
net new jobs during the first five months of this
year. Despitean accelerationin payroll job growth
this year, the labor market has loosened dlightly,
owingtoapickupinthepaceof labor forcegrowth.
As of May the state unemployment rate was 4.7
percent, up 0.4 percent from December 1999.

Despite concerns that the federa ruling against
Microsoft andtherecent turmoil in high-tech stock
valueswould damp growth in Washington’ shigh-
tech services sector, software and other computer
serviceprovidersinthestatehave continuedtoadd
jobs at a 15 to 20 percent pace this year. Rapid
growthinthissector hashel ped Washingtonweather
substantial employment reductionsamong Boeing
and its suppliers. The loss of aircraft jobs has
continued thisyear, with 3,100 jobs gone, but the
losses have started to level out.
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EMPLOYMENT
Annualized % Annualized %
Number Employed % Change  Change Number Employed % Change  Change
(thousands) From From (thousands) From From
Previous ~ Previous Previous  Previous
May-00 Apr-00 May-99 Month Y ear May-00 Apr-00 May-99 Month Year
Alaska Washington
Total 2824 282.9 276.3 -21 2.2 Total 26969 2679.8 2633.1 7.9 2.4
Mining 10.1 101 9.9 0.0 2.0 Mining 33 34 34 -30.1 -2.9
Construction 14.1 14.7 13.7 -39.4 29 Construction 160.1 159.2 151.5 7.0 5.7
Manufacturing 12.9 138 13.2 -55.5 -2.3 Manufacturing 353.1 353.1 366.1 0.0 -3.6
T.CPU. 27.0 26.6 259 19.6 4.2 T.C.PU. 141.2 140.6 138.8 5.2 17
Trade 57.5 58.1 56.9 -117 11 Trade 652.2 650.3 632.8 36 31
F.I.RE. 12.8 131 12.8 -24.3 0.0 F.I.RE. 139.6 138.9 137.6 6.2 15
Services 729 72.1 70.3 14.2 37 Services 759.8 756.5 731.0 54 39
Government 75.1 74.4 73.6 11.9 2.0 Government 487.6 477.8 471.9 276 33
Oregon Unemployment Rates (%)
Total 1595.1 15915  1565.9 2.7 19
Mining 1.8 1.9 1.8 -47.7 0.0 May-00 Apr-00 Mar-00 May-99 Apr-99
Construction 84.7 84.6 82.3 14 29
Manufacturing 240.9 242.8 240.8 -9.0 0.0 Alaska 6.1 6.6 6.0 6.8 6.6
T.CPU. 79.2 79.7 77.6 -7.3 21 Oregon 5.0 4.6 47 5.8 5.8
Trade 391.7 389.7 387.0 6.3 12 Washington 47 4.6 45 5.0 4.8
F.I.RE. 94.5 94.6 95.4 -1.3 -0.9
Services 4345 434.9 421.4 -11 31 us. 4.1 39 4.1 4.2 4.3
Government 267.8 263.3 259.6 22.6 32

Unemployment rates are from the household employment survey; al other data are for nonagricultural payroll employment.

All data are seasonally adjusted.
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ARIZONA,CALIFORNIA, AND HAWAII

Arizona’'s economy has been the fastest growing
in the nation, and it picked up further in recent
months. After expanding 4.5 percent on an annual
basisduringthefirst quarter, total nonfarmemploy-
ment grew over 8 percent on an annual basisin
April andMay. Evenafter excludingfederal govern-
ment jobs, which surgedinrecent monthsduetothe
hiring of temporary Census workers, payroll em-
ployment grew 5.1 percent in thefirst five months
of thisyear, above last year’ s pace of 4.4 percent.
Excluding government, the fastest job growth this
year has been in the services sector, mainly in
business services and health services. The state’s
durable manufacturing sector also has done well
thisyear, asapronounced pickup in the high-tech
machi nery and el ectroni c equi pment sectorsadded
to continued strong growth in aerospace jobs.

In contrast to other sectors, growthin construction
jobs has slowed substantially this year. Although
planned nonresidential construction shot upinre-
cent months, new housing permitsinthestatefell 5
percent during the first four months of 2000 com-
pared to the same period last year. Housing de-
mand remainsquitestronginthePhoenix area, with
yearly price appreciation around 6 percent, but
pricesfell abit in Tucson during the past year.

California’ seconomy continueditsrobust expan-
sioninrecent months. Following strong growthin
total nonfarm employment during thefirst quarter
of thisyear, growth picked up further in April and

Nonagricultural Payroll Employment
(percent change over year earlier)
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May, to a pace over 5 percent on an annual basis.
Asof May, employment was 3.3 percent aboveits
year-earlier level. Much of the growth so far this
year—especialy in May—camefromthehiring of
alarge number of temporary Censusworkers. The
paceof privatesector job growththisyear hasbeen
about equal to the 2.7 percent pace recorded in
1999, with the fastest growth evident in the con-
struction, transportati on, and communi cati ons sec-
tors. Theunemployment ratewas5 percentinMay,
exactly equal to itslevel at the end of last year.

The state’s sustained expansion has led to espe-
cialy tight conditions in the San Francisco Bay
Area. Unemployment there has been hovering
around 2.5 percent, prices on existing homes sold
arerising 25to 30 percent per year, and commercial
real estate isin very short supply. As of the first
quarter of thisyear, vacancy rates on office space
weredownto 1.1 percent in San Francisco and the
Silicon Valley, and lease rates rose 25 percent or
more compared to their values in the preceding
quarter.

Hawaii’ s economy strengthened further in recent
months. Theannualized paceof jobgrowthin April
and May wasdoublethe 2.2 percent pacerecorded
inthefirst quarter of thisyear. Theconstructionand
government sectors accounted for nearly three-
quarters of Hawaii’ semployment gains so far this
year. Although the gains in government employ-
ment—Ilargely federal Censustakers—arelikely to
be temporary, the gains in construction employ-
mentin part reflectimproved housingdemand. First
quarter existing home sales increased by 27.3
percent compared to 1999, and new housing per-
mitshavebeenrising. Sustainedemployment growth
has lowered the state’ s unemployment rate to 4.3
percent in May, the lowest rate since 1993.

Risingtourist visitshavebeencritical tothestate’s
recovery, withvisitor arrivalsduring thefirst four
months of the year growing by almost 3 percent
compared to the sameperiod in 1999. Rising hotel
occupancy rateshel ped to expand hotel andlodging
employment at abrisk annual rateof 7.2 percentin
thefirst five months of the year. Growing tourism
demand hasled several airlinesto supplement the
number and capacity of scheduled flightsbetween
the U.S. mainland and Hawaii.
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EMPLOYMENT
Annualized % Annualized %
Number Employed % Change  Change Number Employed % Change  Change
(thousands) From From (thousands) From From
Previous  Previous Previous  Previous
May-00 Apr-00 May-99 Month Y ear May-00 Apr-00 May-99 Month Y ear
Arizona Hawaii
Total 2256.7 22460 21482 59 5.1 Total 543.6 541.5 531.6 4.8 23
Mining 10.0 10.0 12.7 0.0 -21.3 Mining . . . .
Construction 159.6 159.8 1535 -15 4.0 Construction 24.1 237 21.6 22.2 11.6
Manufacturing 215.2 2145 2111 4.0 1.9 Manufacturing 16.8 16.7 16.4 74 24
T.CPU. 109.1 108.6 103.4 5.7 55 T.CPU. 411 412 41.1 -2.9 0.0
Trade 526.6 525.3 510.5 3.0 3.2 Trade 134.8 135.5 132.3 -6.0 19
F.I.RE. 145.9 145.6 138.9 25 5.0 FI.RE. 34.7 345 35.0 7.2 -0.9
Services 722.8 719.4 672.5 5.8 75 Services 176.6 176.0 174.4 4.2 13
Government 367.5 362.8 345.6 16.7 6.3 Government 1155 113.9 110.8 18.2 4.2
California Unemployment Rates (%)
Total 14390.1 14330.7 13924.8 51 33
Mining 236 237 238 -4.9 -0.8 May-00 Apr-00 Mar-00 May-99 Apr-99
Construction 7285 729.0 672.3 -0.8 8.4
Manufacturing 19249 19236 19237 0.8 0.1 Arizona 338 3.7 39 4.6 4.6
T.CPU. 745.5 741.3 717.9 7.0 3.8 Hawaii 4.3 4.3 4.7 5.7 5.8
Trade 3266.6 32645 31828 0.8 2.6 California 5.0 4.8 5.0 5.3 54
F.I.RE. 830.7 829.6 819.3 16 14
Services 45239 45143 43534 26 39 us 4.1 39 4.1 4.2 4.3
Government 2346.4 23047 22316 24.0 5.1

Unemployment rates are from the household employment survey; all other data are for nonagricultural payroll employment.

All data are seasonally adjusted.
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Idaho’ s economic expansion was vigorous in re-
cent months. Following growth of 4.6 percentonan
annual basisinthefirst quarter, nonfarm employ-
ment grew at a4 percent average pacein April and
May. The expansion has been most rapid in the
services sector, which has grown by nearly 5,000
jobs. About one-half of thenew servicesjobsarein
businessservices, which sofar thisyear hasgrown
24 percent on an annual basis, more than twice as
fast asin 1998 and 1999. Rapid employment growth
in the state has been accompanied by a pickup in
labor force growth, holding the state’ s unemploy-
ment rate in the range of 4 to 4% percent.

Constructionactivity hasremainedvibrantinldaho,
withemployment upby 1,000jobsthisyear. Further
expansion islikely as a number of large projects,
includinganew $85.5millionterminal buildingatthe
Boise airport, are yet to commence. However, the
market for residential real estate appears to be
cooling. Sales of existing homes have fallen a bit
during the past year, and the number of residential
construction permitsissuedintheFebruary to April
period was the lowest since fall 1998.

Nevada's economy has been expanding rapidly,
although gradual decel eration hasbeenevident. On
anannual basis, employment grew nearly 4 percent
duringthefirst fivemonthsof theyear, withasurge
inApril and May that drovetheunemployment rate
down by four-tenths of a point to 3.4 percent.
Recent private-sector gains have been most rapid

Nonagricultural Payroll Employment
(percent change over year earlier)

90T

10T

00 } t + |
May-96 May-97 May-98 May-99 May-00

inthe business services and retail trade sectors. In
contrast, despite favorable hotel occupancy rates
and gaming revenues, thestate' skey gamingindus-
try has shed over 3,000 jobs thisyear. The recent
weakness appears to reflect modest consolidation
followingaperiodof extraordinarily rapid devel op-
ment and expansion.

Another key sector, construction, also has calmed
downnoticeably, withemployment growing by only
300jobssofarthisyear. Although new nonresiden-
tial awards have rebounded in recent months,
softeningisevidentintheresidential housing mar-
ket, dueinparttoadightly slower rateof population
growthinthestate. New housing permitsinthefirst
four months of this year were about 8 percent
below their level from ayear earlier dueto asharp
declineinmultifamily permits.

Utah’s economy has been expanding at a moder-
ate pace this year. Total nonfarm employment
grew about 1 percent onanannual basisin April and
May, downfrom 2.4 percentinthefirst quarter and
2.6 percent for all of 1999. A jump in temporary
hiring for the U.S. Census added significantly to
federal government payrollsinthestatein April and
May. Excludingtheincreaseinfederal government
jobsinthosemonths, employmentinthestatefell by
nearly 1,000jobs. Except for theservicessector,in
which growth has picked up in recent months, the
slowdown was evident throughout the private sec-
tor. Despite the recent slowing, Utah’ slabor mar-
ket remains extremely tight, with the unemploy-
ment rate at 2.9 percent in May, up only slightly
from a 30-year low of 2.7 percent in April.

ConstructionemploymentinUtahdeclinedin April
and May following strong growthinthefirst quar-
ter, and, on net, employment in the sector has been
flat this year. Separate data on construction and
real estate markets indicate continued softness.
Nonresidential construction awardsfell sharply at
the end of last summer and have stayed fairly flat
since then. Residential construction permits have
falleninrecent months, and median homepricesin
Salt Lake City declined for the second quarter ina
row at the start of this year.
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CONSTRUCTION

Non-Residential Construction Awards Residential Construction Permits
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Data are seasonally adjusted three-month moving averages

Data are seasonally adjusted three-month moving averages

EMPLOYMENT

Annualized % Annualized %
Number Employed % Change  Change Number Employed % Change  Change
(thousands) From From (thousands) From From
Previous  Previous Previous ~ Previous
May-00 Apr-00 May-99 Month Y ear May-00 Apr-00 May-99 Month Y ear
Idaho Utah
Total 558.7 556.2 535.8 55 43 Total 1070.2 1069.0 1046.0 14 2.3
Mining 2.6 26 25 0.0 4.0 Mining 8.1 8.0 7.8 16.1 3.8
Construction 37.8 37.3 34.6 17.3 9.2 Construction 75.0 76.1 71.6 -16.0 4.7
Manufacturing 77.2 772 76.2 0.0 13 Manufacturing 133.1 1334 132.5 -2.7 0.5
T.CPU. 275 27.6 26.7 -4.3 3.0 T.CP.U. 59.7 59.9 59.0 -39 12
Trade 139.2 138.7 135.4 4.4 2.8 Trade 252.3 252.4 247.9 -05 18
FI.RE. 235 234 23.7 53 -0.8 F.I.RE. 56.6 56.8 56.7 -4.1 -0.2
Services 141.6 1411 131.8 43 74 Services 300.6 299.9 291.2 2.8 32
Government 109.3 108.3 104.9 11.7 4.2 Government 184.8 182.5 179.3 16.2 31
Nevada Unemployment Rates (%)
Total 10229  1015.2 979.0 95 45
Mining 11.2 113 12.3 -10.1 -8.9 May-00 Apr-00 Mar-00 May-99 Apr-99
Construction 92.0 91.9 88.6 13 38
Manufacturing 43.1 431 42.3 0.0 19 Idaho 43 4.4 4.0 55 55
T.CPU. 53.9 54.2 51.3 -6.4 51 Nevada 34 3.8 3.8 4.6 4.5
Trade 210.2 208.9 199.9 7.7 5.2 Utah 29 2.7 29 4.0 4.0
F.I.RE. 4.7 444 44.0 84 16
Services 4434 4413 422.3 59 5.0 UsS. 41 39 41 42 43
Government 124.4 120.1 118.3 52.5 5.2

Unemployment rates are from the household employment survey; all other data are for nonagricultural payroll employment.
All data are seasonally adjusted.
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