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Executive Summary District Update

m Led by the surging California economy, the The 12th District economy expanded at a vigor-
12th District economy expanded at a vigor- ous pace during 1997 and appears poised for
ous pace in 1997. District growth during the continued solid growth in 1998. District nonag-
first two months of 1998 was solid but below ricultural payroll employment expanded by 3.7
the fourth quarter 1997 pace. percent in 1997, compared to 3.3 percent in

w Recently revised payroll employment data 1996. Data for the first two months of 1998

show that all areas of California picked up suggest some moderation of grovy’ch, although
substantially between 1996 and 1997, as the this may be a temporary lull following the strong

rate of nonfarm job growth accelerated from fourth quarter.

2.7 to 3.8 percent. The California economy bears primary respon-
sibility for the District’s pick up in 1997. Fol-
lowing its acceleration to a solid growth path
during 1995-96, California’s economic expan-
sion gained further momentum last year. Re-
cently revised payroll employment figures show
growth of 3.8 percent in 1997, compared to 2.7
percent in 1996. Although growth during the
first two months of 1998 was at about half the
1997 pace, the outlook for the state economy
remains upbeat.

m The construction and manufacturing sectors
have provided a key impetus to the District’s
expansion. For the District as a whole, both
sectors show little or no signs of slowing;
however, real estate markets and construc-
tion activity are cooling in some states as
they heat up further in California.

m Data for banks headquartered in the 12th
District show strong earnings and healthy
asset quality in the fourth quarter of 1997. In
addition, data from a sample of large Cali-
fornia-based banks show solid loan growth
for the same period.

Employment growth elsewhere in the District
during 1997 and early 1998 was slower than in
previous years, but it remains robust in most
arcas, with Hawaii being the main exception.
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Furthermore, the District unemployment rate
fell by just over a percentage point since the end
of 1996. Tightening labor markets in California
are the primary source of this decline, although
the unemployment rate remained stable or fell in
several other states that are competing with the
surging California economy for scarce workers.
The District unemployment rate stood at 5.2
percent as of February. Although this is above
the national rate of 4.6 percent, labor markets
are tight in most areas of the District.

The goods-producing industries of manufactur-
ing and construction continue to provide a key
impetus to the District’s ongoing expansion.
District manufacturing employment grew 3.6
percent in 1997. This sector shows little or no
signs of slowing in late 1997 and early 1998, as

District Employment by State

Annualized %
Number Employed % Change Change
(thousands) From From
Previous Previous
Feb-98 Jan-98 Feb-97  Month Y ear

Alaska 2732 270.2 266.5 142 25
Arizona 2,039.9 20315 1,946.9 5.1 48
California 134375 134012 12959.7 33 37
Hawaii 528.5 528.6 532.0 -02 -0.7
Idaho 5144 515.1 503.3 -16 22
Nevada 9118 907.0 878.2 6.5 38
Oregon 15554 1551.8 1510.9 28 29
Utah 1,019.2 1,015.6 980.6 43 39
Washington 2,558.9 2,546.0 2478.7 6.3 32
District 22,8388 227670 22056.8 39 35
U.S. 124551.0 1242410 121,162.0 30 28

Seasond ly adjusted payroll employment data

District Manufacturing and Construction Indicators

% %
Change Change
From From
Previous  Previous
Jan-98 Dec-97 Jan-97  Month Year

Aerospace Employment 720 724 666| 00 8.1
(1992=100)
Electroni cs Empl oyment 1219 1206 115.2 11 58
(1992=100)
[Ameri cas Semiconductor Billings  3690.0 3800.0 3430.0| -2.9 76
($ Million)
Non-Residential Awards 1387 1352 130.6 2.6 6.2
(1992=100)
Residential Permits 267 216 231| -34 15.3
(Thousands)
Western Housng Starts 262 2710 233| -30 124
(Thousands)

sales of many durable manufactured products
continue at a rapid pace. Among major indus-
trial sectors in the District, the construction
industry experienced the most rapid job creation
in 1997, growing by nearly 8 percent; a substan-
tial acceleration in California more than offset
slowed growth in other states between 1996 and
1997. Correspondingly, as measured by sales
price and volume data, real estate markets have
heated up in California but have cooled in other
fast growth states.

Finally, it appears that the net effect of the East
Asian economic turmoil on the District economy
remains small for now. Anecdotal evidence sug-
gests that some exporters of agricultural crops,
metal products, lumber, pulp and paper, pro-
cessed food, athletic equipment, and a few high-
tech products have felt the impact of reduced
East Asian demand. Although the effect on net
employment growth in these sectors appears to
be limited thus far, the effects may grow as 1998
progresses.

Economic Growth in California

Recently revised payroll employment statistics
show that California’s economic expansion
gained substantial additional momentumin 1997.
This updated view is primarily attributable to an
upward adjustment to payroll job estimates in
1997, although it is partly due to a downward
adjustment for 1996. All areas of the state picked
up substantially in 1997, although Los Angeles
County still expanded at a slower rate than most.

District Employment by Industry
Annualized %
Number Employed % Change Change
(thousands) From From
Previous Previous
Feb-98  Jan-98 Feb-97  Month Year

Tota 22,8388 22,767.0 22,056.8 39 35
Mining 84.2 84.5 84.7 -4.2 0.6
Construction  1,157.9 1,156.1 1,083.5 19 6.4
Manufecturing 3,074.2 3,066.6 2971.9 30 3.4
Transportation  1,1789 1,178.2 1,143.0 0.7 3.1

Trade 53569 53315 519.5 5.9 31
FIRE. 1,2084 12927 1,250.2 54 3.9
Services 69147 689%4.6 6,609.7 3.6 4.6

Government 3,7736 3,762.8 3,713.4 35 16

Seasonally adjusted payroll enployment data
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Industrial Job Growth Estimates

Early each year the sample-based monthly Cur-
rent Employment Survey is benchmarked to
relatively comprehensive employment counts
available from unemployment insurance tax
records for the previous year. This year, the
revised figures produced a large upward adjust-
ment to payroll employment growth in 1997, In
particular, the benchmark revision for 1997
shows that total nonagricultural payroll em-
ployment growth for California was 3.8 percent
in 1997 and 2.7 percent in 1996. These figures
reflect an upward adjustment of 1.0 percentage
points for 1997 growth and a downward adjust-
ment of 0.3 percentage points for 1996 growth.

Table 1 shows the 1996 and 1997 revised growth
rates, along with the percentage revision due to
the 1997 benchmark, for major industrial sec-
tors in California. Growth in most major sectors
accelerated between 1996 and 1997. Further-
more, the benchmark revisions raised the 1997
growth estimates for all sectors except govern-
ment.

Table 1
California Employment Growth,
By Industry Group
Addendum:
1997 Berchmark
199 GronvthRete 1997 Growth Rete Revisionto
(Revised Deta) (Revised Detd) 1997 Growth Rete

Totd 27 38 10
Mining -4.7 31 21
Corstriction 38 114 15
Manufecturing 29 35 14
Durables 42 43 15
Non-Durables 10 22 11
Trars,, Comm, and 37 39 08

Pub. Utilities
Trace 29 31 14
Wholesale 51 38 13
Retail 21 29 15
FIRE 21 26 17
Sarvices 34 50 11
Government 0.9 16 -0.2
Federd -4.9 -16 -01
Stete 0.0 05 -06
Local 24 25 -0.3

* Based onseasonally adjugeddata Revised data are based onthe 1997 benchmark.

The most pronounced acceleration between 1996
and 1997 occurred in the construction industry;
revised figures show a tripling of the growth
rate. This is consistent with the pronounced
increase in construction activity in the state in
1997. The revised figures also show a substan-
tial acceleration in service job growth between
1996 and 1997. However, underlying this is a
downward revision for the 1997 employment
levels and an even larger downward revision for
the 1996 levels.

Manufacturing employment growth picked up
slightly in 1997. This improvement is primarily
due to the non-durables sector, for which the
growth rate more than doubled between 1996
and 1997. Growth in the durable manufacturing
sector remained rapid in 1997, as the industrial
machinery and electronics sectors (which in-
clude many high-tech industries) continued their
impressive performance. However, traditional
industries such as primary and fabricated met-
als, furniture, and stone, clay, and glass also
grew rapidly in 1997, with much of the growth
occurring in Southern California.

Although data based on the previous benchmark
showed weak growth in retail trade employ-
ment, the revised figures show a slight accelera-
tion, from 2.1 percent growth in 1996 to 2.9
percent growth in 1997. This pattern is only
partially consistent with the pattern in Califor-
nia taxable sales. Data available through the
third quarter of 1997 show that nominal taxable
sales growth in 1997 was running about a point
below that in 1996 (5.9 vs. 6.8 percent). Since
these figures are in nominal terms, the reduction
in national consumer price inflation between
1996 and 1997 may imply that real taxable sales
growth was very similar in the two years.

Revised figures also show that employment
growth in the Finance, Insurance, and Real Es-
tate sector (F.I.LR.E.) picked up a bit in 1997.
Ongoing employment declines among deposi-
tory institutions restrained overall growth in
this sector. Other parts of the industry are adding
jobs, however. For example, employment at se-
curity and commodity brokerage firms increased
by nearly 13 percent in 1997. Similarly, job
growth in the real estate sector accelerated sub-
stantially during the past several years, with

FEDERAL RESERVE BANK OF SAN FRANCISCO
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year-over-year growth of 5.3 percent as of Feb-
ruary. This is consistent with sharply increased
sales activity in the real estate sector.

Regional Growth

Table 2 shows 1996 and 1997 employment
growth, and the percentage revisions due to the
1997 benchmark, for broad regions and selected
MSAs in the state. Although Northern Califor-
nia remained the state’s growth leader, the South-
ern California economy expanded at a brisk
pace. In fact, the most pronounced acceleration
in 1997 occurred in the Los Angeles areca MSAs
of Orange and Riverside-San Bernardino, and in
San Diego. Growth in each of these counties has
been broad-based, with particularly rapid growth
in the construction and durable manufacturing
sectors.

In contrast, despite the acceleration throughout
Southern California, growth in the Los Angeles-
Long Beach MSA remains slower than in most
other areas of the state. Conditions were ripe for
the area to catch up in 1997. Following job
losses during 1996, the construction sector there
turned around and has posted solid growth since
then (6.1 percent year-over-year growth as of
January). Durable manufacturing employment
grew at an exceptionally strong pace of 3.7
percent during 1997, with particular strength in

Table 2
California Employment Growth,
By Selected Areas
Addendum:
1997 Benchmark
19% GromhRate 1997 Groath Rete Raisanto
(Revised Datg) (Revised Dat) 1997 Gronth Rete
Cdifania 27 38 10
San Francisco Bay Area 37 42 16
San Fadso 36 34 19
San b 49 57 18
Oadad 27 37 16
Sauthem Cdifornia 20 33 10
Los AngdesLag Beech 14 26 08
Orange Caurty 28 42 13
Riverside-San Berrerdino 30 45 13
San Diep 28 45 16
Certrd Valey 22 32 09

* Basad onsea®rd ly ad usted data. Revised dataare besedon the 1997 benchmerk.

traditional industries such as metals. The ap-
parel industry also expanded at a rapid pace in
Los Angeles-Long Beach (around 7 percent dur-
ing 1997), and growth in most service industries
was good. However, a key source of job and
economic growth in Los Angeles—motion pic-
ture production—weakened substantially in
1997, with job growth falling under 1 percent for
the year. Job growth in a number of population-
dependent services—such as retail trade, per-
sonal services, and health services—also re-
mained slow in Los Angeles-Long Beach during
1997.

Relatively slow growth in population-depen-
dent sectors suggests that Los Angeles County is
suffering from weak demographics. Although
population growth picked up substantially in
most areas of the state in 1997, as the rate of net
out-migration to other states slowed, its pace in
Los Angeles County continues to lag that in the
rest of the state. Due to this slow population
growth, residential construction and sales activ-
ity also has been slow in Los Angeles County.
Chart 1 shows yearly growth in total residential
housing permits for Los Angeles and the state as
a whole. As of 1997, residential permits for the
state as a whole had returned to nearly 45 per-
cent of their pre-recession peak. In contrast,
residential permits in Los Angeles County were
down around 20 percent of their pre-recession
peak. Nonetheless, residential building activity
in Los Angeles County picked up during 1997.
This pick up should continue and is likely to
accelerate further in 1998, since recent home
sales data show substantial year-over-year in-
creases in sales volume and prices in most parts
of Los Angeles.

Overall, despite some negatives, the Los Ange-
les-Long Beach economy has improved tremen-
dously since the start of 1997. The seasonally
adjusted unemployment rate fell 1.3 percentage
points during the year, to 6.4 percent, and it fell
to 6.2 percent in January. Furthermore, a large
job surge in January raised year-over-year em-
ployment growth in Los Angeles-Long Beach to
3.1 percent. This surge contrasts with limited
growth for the state as a whole in January, and it
may foreshadow additional acceleration in Los
Angeles-Long Beach during 1998.

FEDERAL RESERVE BANK OF SAN FRANCISCO
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Conclusions

Recently revised payroll employment figures
paint a slightly different portrait of California’s
economic expansion than had earlier employ-
ment estimates. Although the California recov-
ery accelerated in 1995 and 1996, the revised
figures show an even larger accelerationin 1997.
One caveat is that some of the acceleration is
attributable to a downward adjustment applied
to 1996 employment; a similar adjustment to the
1997 data in next year’s benchmark may change
the characterization of growth for the year. None-
theless, for now it appears that the 1997 pick up
occurred in all areas of the state, including Los
Angeles-Long Beach, although growth there
remained slower than in most other parts of the
state.

Financial Conditions

District bank earnings were strong in the fourth
quarter of 1997, with banks headquartered in the
District reporting average return on assets (ROA)
of 1.5 percent and return on equity (ROE) of
14.7 percent. Both of these figures are up more
than a percentage point over fourth quarter 1996.
ROA was slightly higher than average ROA for
the nation as a whole, while ROE equalled the
national average. Average capital ratios for banks

of all sizes across the District remained strong in
the fourth quarter.

Banks headquartered in California also showed
slightly higher average ROA than nationally,
but ROE was slightly lower. For small banks in
California, fourth-quarter profitability was solid,
with average ROA at 1.2 percent and average
ROE at 11.8 percent. This was a notable im-
provement from fourth quarter 1996, but in terms
of ROE still lagged overall bank performance
nationally. Profitability at small banks in South-
ern California was comparable to that for small
banks in the state as a whole, while small banks
in Northern California performed better, and
those in the Central Valley performed worse.

Asset quality across the District was healthy at
the end of 1997, as the average past-due loan
ratio continued to fall. The District’s average
past-due credit card loan ratio also declined, but
as in the rest of the nation was still high at the
end of 1997.

Data from a sample of large California-based
banks shows solid loan growth in the fourth
quarter, backed by very strong gains in business
loans outstanding. In contrast, consumer loans
declined in the fourth quarter, continuing the
recent trend. Commercial real estate lending
remained strong in the final quarter of the year.

FEDERAL RESERVE BANK OF SAN FRANC
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ALASKA, OREGON, AND WASHINGTON

Economic growth in Alaska has been uneven,
although somewhat weak overall. Nonfarm pay-
roll employment surged in January and Febru-
ary, following net losses during the second half
of 1997. The recent surge primarily was due to
sudden sharp gains in the seafood processing,
construction, and retail sectors. For 1997 as a
whole, payroll employment grew by 1.4 percent,
as healthy growth in transportation, communica-
tions, and services jobs was offset by losses in
the manufacturing, construction, and govern-
ment sectors.

Within the state, Fairbanks, Anchorage, and the
Kenai Peninsula all posted employment growth
well above the state average during 1997. In
contrast, growth in the southeast part of Alaska
has been hampered by employment losses in the
timber, fishing, and government sectors. A poor
1997 salmon harvest resulted in many areas of
Southeast Alaska being declared economic di-
saster areas; Federal Disaster Aid of $9.3 million
is expected to help the worst hit areas in the next
couple of months. On a positive note, the outlook
for Alaska’s oil industry appears good despite
weak oil prices; for example, Phillips Petroleum
Co. recently announced plans to develop a large
new oil prospect.

The Oregon economy continued to expand at a
solid pace in 1997, growing more rapidly toward
the end of the year than in the beginning. Despite
the fourth quarter surge, however, state employ-
ment growth in 1997 remained below the rapid

Nonagricultural Payroll Employment

(percent change over year earlier)
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pace of previous years. Nonfarm payroll em-
ployment increased by 3.4 percent in 1997, led
by strong gains in construction, high-tech manu-
facturing, retail trade, and business, consulting,
and personal services. Although most sectors
exhibited signs of slowing compared to their
1996 rates, both the manufacturing and services
sectors grew more rapidly in 1997 than in 1996.

Despite fears arising from the East Asian eco-
nomic turmoil, Oregon’s high-tech manufactur-
ing sector expanded further in recent months.
Intel Corp., Oregon’s largest industrial employer,
recently began construction of a $1.5 billion
plant in Hillsboro. This plant will develop manu-
facturing technology for the company’s complex
logic chips, and it is expected to employ up to
2,000 people. In contrast, Nike recently an-
nounced plans to eliminate about 550 permanent
and temporary jobs in Oregon, as part of abroader
effort to reduce costs and weather the decline in
sales of its athletic equipment to East Asia.

Washington’s economy expanded rapidly in
1997, although more slowly than in 1996. Non-
farm payroll employment grew by 3.3 percent in
1997, with approximately the same pace main-
tained in late 1997 and early 1998. Continued
solid growth has held the state unemployment
rate steady at 4.5 percent. The aircraft manufac-
turing and business services sectors continue to
be the primary engines behind Washington’s
expansion. However, population-based indus-
tries such as residential construction, retail trade,
finance, insurance, and real estate, and personal
services also posted healthy growth in 1997.

The state’s economic expansion has been uneven
across regions, with growth in Western Wash-
ington far outstripping that in Eastern Washing-
ton last year. The rapid pace of growth in Seattle
continued to put pressure on areca consumer prices,
particularly for housing. Consumer prices there
rose by 2.9 percent in 1997, with almost half of
that figure attributable to increased housing costs.
The growth gap is likely to increase further in
1998 if the financial turmoil in East Asia contin-
ues to affect the agricultural, lumber, and wood
processing industries in Eastern Washington more
than the high-tech and transportation sectors in
Western Washington.

FEDERAL RESERVE BANK OF SAN FRANCISCO
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Non-Residential Construction Awards

Residential Construction Permits
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EMPLOYMENT

Number Employed
(thousands)

Annuadized %

% Change Change
From From
Previous Previous

Annualized %

% Change Change
From From
Previous Previous

Number Employed
(thousands)

Feb-98 Jan-98 Feb-97  Month Year
Alaska
Tota 2732 2702 2665 | 14.2 25
Mining 10.2 9.9 95| 43.1 7.4
Construction 130 128 128 | 204 1.6
Manufacturing 165 155 159 | 111.8 3.8
T.C.P.U. 247 244 234 | 158 5.6
Trade 563 559 550 8.9 24
F.l.RE. 121 121 118 0.0 25
Services 670 665 645 9.4 3.9
Government 734 731 73.6 5.0 -0.3
Oregon

Tota 1555.4 1551.8 1510.9 2.8 2.9
Mining 19 19 1.8 0.0 5.6
Congtruction 837 823 804 | 224 4.1
Manufacturing 247.3 247.0 241.2 15 25
T.C.P.U. 742 745 742 | -47 0.0
Trade 385.9 3830 374.0 9.5 32
F.l.RE. 969 964 944 6.4 2.6
Services 4102 4120 3951 | -5.1 3.8
Government 2553 254.7 249.8 2.9 2.2

Feb-98 Jan-98 Feb-97 Month Year
Washington
Total 2558.9 2546.0 2478.7 6.3 3.2
Mining 34 35 35| -294 -2.9
Congtruction 137.7 137.7 135.0 0.0 2.0
Manufacturing 3775 376.5 361.5 32 4.4
T.C.P.U. 136.4 1356 132.3 7.3 3.1
Trade 618.1 6154 601.1 54 2.8
F.I.RE. 131.8 1315 1258 28 4.8
Services 6954 6895 666.3| 10.8 4.4
Government 458.6 456.3 453.2 6.2 1.2
Unemployment Rates (%)
Feb-98 Jan-98 Dec-97 Feb-97  Jan-97
Alaska 6.3 6.2 7.1 83 8.2
Oregon 4.7 5.2 53 6.2 6.3
Washington 41 4.5 4.4 51 53
u.s. 4.6 4.7 4.7 53 53

Unemployment rates are from the household employment survey, all other data are for nonagricultura payroll employment.

All dataare seasonally adjusted.
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ARIZONA, CALIFORNIA, AND HAWAII

Employment growth in Arizona was rapid in
1997 and continued strong in the first two months
of 1998. Last year, the state added jobs at a 4-1/2
percent pace, only a bit below the torrid pace of
job growth during 1994 to 1996. With four full
years of rapid job growth, Arizona’s unemploy-
ment rate has dropped sharply, from about 6-3/4
percent in mid-1994 to 3-3/4 percent at the
beginning of 1998. The expansion has been
broad-based, with manufacturing, wholesale
trade, and business services payrolls posting
particularly rapid gains. In contrast, govern-
ment employment has grown more slowly than
employment in most other sectors, owing largely
to weakness in federal government employment
in the state.

Unlike some other fast growth states in the
District, the pace of construction job growth in
Arizona has been below the pace of total job
growth during the past several years. However,
construction job growth recently accelerated a
bit, owing to a pickup in both residential and
nonresidential building activity in the state. The
resurgence of growth in building activity also
appears to have boosted payrolls in manufactur-
ing industries which supply construction mate-
rials such as stone, clay, and glass products, and
lumber.

Economic growth in California was very rapid
in 1997, although it moderated in early 1998.
Payroll employment increased 3.8 percent last
year, up about 1 percentage point from the 1997

Nonagricultural Payroll Employment
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pace. In January and February of 1998, Califor-
nia job growth averaged 1-3/4 percent. The 1997
pickup in employment growth was broad-based:;
employment growth accelerated in all major
sectors and regions last year.

Among California’s major regions, job growth
last year was fastest in San Diego and in the San
Francisco Bay Area, where payrolls increased at
more than a 4 percent pace. In the Central Valley
and in the Los Angeles area, 1997 employment
growth was 3.2 percent. The San Diego and Los
Angeles areas experienced the largest accelera-
tion of job growth last year, more than 1 percent-
age point. Most of the pickup in Los Angeles
area job growth was from sectors oriented to the
needs of the local population, such as construc-
tion, real estate, retail trade, and local govern-
ment education. Los Angeles area manufactur-
ing job growth also picked up, but employment
growth in motion picture production services
slowed.

Hawaii has the weakest economy among U.S.
states, and indicators of the near-term outlook
are unfavorable. Employment edged down in
1997 and dropped sharply in early 1998, with all
major sectors shedding jobs over the past twelve
months. The decline has been sharpest in con-
struction, where payrolls have been shrinking at
least 5 percent at an annual rate for more than 5
years now. Employment in the retail trade sec-
tor, which caters to both locals and visitors, has
been flat to down for several years. Among
service-producing industries, hotel employment
dropped back in 1997, after picking up slightly
in 1996.

No end to the weakness in the construction
sector is in sight, as residential permit issuance
and nonresidential contract awards remained
weak in late 1997 and early 1998. Furthermore,
the state has been losing residents to other U.S.
states; recent Census Burcau figures show an
accelerating net outmigration from Hawaii. This
has undermined home prices in the islands, which
have been trending down. However, they still
are high relative to most of the nation: among all
major metropolitan areas in the U.S., the
$300,000 median price of a single-family home
in Honolulu is surpassed only by home prices in
the San Francisco Bay Area.

FEDERAL RESERVE BANK OF SAN FRANCISCO
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Non-Residential Construction Awards Residential Construction Permits
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Dataare seasonally adjusted three month moving averages Daa are seasonally adjusted three month movi ng averages
Annualized % Annualized %
Number Employed % Change Change Number Employed % Change Change
(thousands) From From (thousands) From From
Previous Previous Previous Previous
Feb-98 Jan-98 Feb-97 Month Y ear Feb-98 Jan-98 Feb-97 Month Y ear
Arizona Hawaii
Tota 2039.9 20315 1946.9 51 4.8 Tota 5285 528.6 532.0 -0.2 -0.7
Mining 13.9 14.2 14.0 -22.6 -0.7 Mining . . . . .
Construction 133.1 1345 128.3 -11.8 3.7 Construction 21.9 21.9 23.1 0.0 5.2
Manufacturing 214.9 214.7 204.3 1.1 5.2 M anuf acturing 16.4 16.5 16.9 -7.0 -3.0
T.C.P.U. 96.9 98.2 94.4 -14.8 2.6 T.C.P.U. 412 411 41.5 3.0 -0.7
Trade 497.6 496.7 476.0 2.2 4.5 Trade 133.7 133.8 134.9 -0.9 -0.9
F.I.R.E. 131.7 1305 1228 11.6 7.2 F.I.R.E. 353 356 36.5 -9.7 -33
Services 6219 617.3 586.5 9.3 6.0 Services 169.2 1684 168.6 5.9 0.4
Government 329.9 325.4 320.6 17.9 29 Government 110.8 111.3 110.6 -5.3 0.2
California Unemployment Rates (%)
Total 13437.5 13401.2 12959.7 3.3 3.7
Mining 29.4 29.5 29.5 -4.0 -0.3 Feb-98 Jan-98 Dec-97 Feb-97 Jan-97
Construction 584.1 5834 5348 1.4 9.2
Manufacturing 1947.4 1943.2 1886.4 2.6 3.2 Arizona 4.0 3.7 4.2 52 54
T.C.P.U. 676.6 6756 653.8 1.8 35 Hawaii 57 5.6 6.0 6.6 6.5
Trade 3107.2 3091.3 3014.1 6.3 3.1 Cdlifornia 5.8 6.0 6.0 6.6 6.7
F.I.R.E. 769.1 765.8 742.7 53 3.6
Services 4163.5 4154.9 3966.6 2.5 5.0 u.s. 4.6 4.7 4.7 53 53
Government 2160.2 21575 2131.8 1.5 1.3

Unemployment rates are from the household employment survey, all other data are for nonagricultura payroll employment.
All data are seasonally adjusted.
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IpAHO, NEVADA, AND UTAH

Idaho’s economy has been expanding at a mod-
crate pace. Payroll employment grew by 2.6
percent in 1997, which reflects a substantial
upward revision (1.6 percentage points) arising
from the annual benchmarking of employment
statistics. The pace of growth slowed somewhat
during the second half of 1997 and first two
months of 1998, and year-over-year growth as
of February stood at 2.2 percent. The state’s
durable manufacturing sector grew very rapidly
during the entire period, spurred by large gains
at electronics firms located around Boise. How-
ever, several key industries concentrated out-
side of Boise—logging and lumber, and pro-
cessed food (primarily potatoes)—have had only
weak employment growth during much of the
past year. Growth was slow to moderate in most
other sectors, but fast enough to keep the state
unemployment rate around 5 percent.

Construction employment growth was solid over-
all during 1997, and mild winter weather con-
tributed to a surge in January and February of
this year. This surge may be temporary, how-
ever. New building permits came down a bit in
1997 compared to previous years, and the rate of
home price appreciation has decelerated in the
state.

Economic growth inNevada remains very strong,
but the state has fallen from the top spot in the
national employment growth rankings. Payroll
employment expanded by 4.3 percent in 1997,
with a slowing growth trend pulling the yearly

Nonagricultural Payroll Employment

(percent change over year earlier)

Feb-94 Feb-95 Feb-96 Feb-97 Feb-98

growth rate down to 3.8 percent as of February.
Growth remains relatively balanced across the
major industrial sectors, with the most rapid
gains in several population-dependent services,
such as the financial sector, health services, and
state and local government. The state unem-
ployment rate had been at or just below 4 percent
since the middle of 1997, but two consecutive
monthly increases raised it to 4.5 percent in
February.

Although the Las Vegas economy continues to
boom, areas outside of Las Vegas have encoun-
tered some difficulties. In the Reno and Lake
Tahoe areas, the tourism sector has struggled.
Reno area employment in the hotel and amuse-
ment sector shrank on net during 1996 and 1997.
Also, the state’s gold mining industry has been
hit hard by low gold prices; 700 jobs have been
eliminated over the past year, nearly 5 percent of
industry employment. Although this sector is
small, it provides an important stimulus to the
state’s rural economies.

Utah’s economy continues to expand rapidly.
Payroll employment grew by 3.9 percent during
the 12 months ending in February, a slower pace
than in previous years but ranking the state third
among all states. Employment growth rates have
been well balanced across the goods-producing
and service-producing sectors. Although growth
in total manufacturing jobs was held down a bit
by weak growth in the state’s fabricated metal,
machinery, and electronics sectors in 1997, these
sectors expanded at a strong pace during the first
two months of 1998. Furthermore, due to the
economy’s overall strength, the state unemploy-
ment rate has remained at or below 3 percent
since October 1997.

Among all industrial sectors in Utah, construc-
tion was the most vibrant last year. Employment
in this industry grew by nearly 8 percent in 1997,
spurred by a variety of transportation and other
infrastructure projects, many associated with
Salt Lake City’s preparations for hosting the
Winter Olympics in 2002. On the residential
side, new home building has continued at a rapid
pace lately, although the rate of home price
appreciation has slowed.
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CONSTRUCTION

Non-Residential Construction Awards
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EMPLOYMENT

Number Employed
(thousands)

Annualized %
% Change Change
From From
Previous Previous

Annualized %

Number Employed
(thousands)

% Change Change
From From
Previous Previous

Feb-98 Jan-98 Feb-97  Month Y ear
Idaho
Total 5144 5151 5033 -16 2.2
Mining 3.1 31 3.2 0.0 -31
Construction 32.9 327 315 7.6 4.4
Manufacturing 771 764  74.0 116 4.2
T.C.P.U. 24.4 24.7 23.9 -13.6 2.1
Trade 129.9 1296 1282 2.8 1.3
F.I.R.E. 25.9 25.7 251 9.7 3.2
Services 1209 1218 1186 -85 19
Government 100.2 1011 98.8 -10.2 1.4
Nevada

Total 911.8 907.0 8782 6.5 38
Mining 139 141 14.9 -15.8 -6.7
Construction 85.2 851 80.4 1.4 6.0
Manufacturing 41.9 41.7 39.9 59 5.0
T.C.P.U. 47.0 46.7 44.1 8.0 6.6
Trade 183.9 1831 1765 54 4.2
F.I.R.E. 415 41.4 39.2 29 59
Services 388.9 3865 3787 7.7 2.7
Government 109.5 1084 1045 129 4.8

Feb-98 Jan-98 Feb-97 Month Year
Utah
Tota 1019.2 1015.6 980.6 4.3 3.9
Mining 8.4 8.3 8.3 15.5 1.2
Congtruction 66.3 65.7 622 11.5 6.6
Manufacturing 135.2 135.1 131.8 0.9 2.6
T.C.P.U. 575 574 554 21 3.8
Trade 244.3 242.7 235.7 8.2 3.6
F.I.R.E. 54.1 53.7 519 9.3 4.2
Services 277.7 277.7 264.8 0.0 4.9
Government 175.7 175.0 170.5 4.9 3.0
Unemployment Rates (%)
Feb-98 Jan-98 Dec-97 Feb-97  Jan-97
Idaho 51 5.0 5.2 5.4 5.6
Nevada 4.5 4.3 4.0 4.4 4.6
Utah 2.8 29 29 3.3 33
u.s. 4.6 4.7 4.7 53 53

Unemployment rates are from the household employment survey, all other dataare for nonagricultura payroll employment.
All data are seasonally adjusted.
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