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ExecutiveSummary

= The Digtrict expansion has been slower this
year than in 1998, but it remains solid.
Moreover, rapid gains in personal income
and an emerging recovery in the computer-
related manufacturing sector should sup-
port growth in coming months.

= Economic growth has been faster in Califor-
nia than in the rest of the District this year,
and the unemployment rate in the state has
fallen substantially.

= Due to favorable fiscal conditions, local
educational spending and employment have
increased substantially in California.

®  Housing markets have cooled a bit in some
areas of the District.
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District Update

TheTwelfth District economy exhibited consider-
able strength in the third quarter, and its perfor-
mance thus far in 1999 suggests continued solid
expansion. Tota nonfarmpayroll employment grew
by 2.4 percent on an annual basisduring thethree
months ending in September, exactly equal to the
pace during the first half of the year. During the
past twelve months, about 575,000 net new jobs
have been created in the District. The implied
growth rate of 2.5 percent exceeds the corre-
sponding national rate, although the gap has been
reduced thisyear (except in September, when the
national employment figure was held down by
Hurricane Floyd).

About 60 percent of thejobscreated intheDistrict
duringthepast year havebeenin California, where
employment has been growing a bit faster thanin
therest of the District. California’ sexpansion has
beenfuel ed by further gainsinconstructionactivity
thisyear, along with growing demand for services
such astransportati on, communications, and com-
puter software and data processing. The state has
lost about 10,000 jobsinthedurablemanufacturing
sector thisyear, but thelosses nearly halted in the
third quarter, and the prognosisfor this sector has
improved with recovery in East Asian economies.

Although recent growth generally has been solid,
the expansion in most District states, including
California, hasbeen slower thisyear thanit wasin
1998. Washington state has been hindered by
extensive job cuts at Boeing, and despite an im-
proved outlook for East Asian aircraft orders in
comingyears, substantial additiona cutsareplanned.
Growth in Arizona, Oregon, and Utah also has
slowed thisyear dueto renewed economic compe-
tition from California and declining employment
and income associated with manufacturing cut-
backs. Alaska s economy has been hurt by weak
oil industry revenues. The exceptions to slower
growth this year are Nevada, which has received
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an added push fromthemost rapid expansioninits
gaming sector in five years, and Hawaii, where
signs of a tentative recovery are evident in the
tourist and housing sectors.

Despite slower employment growth this year, the
District unemployment rate hasfallen 0.6 percent-
age point since December 1998, comparedtoa0.1
percentage point drop intherest of thenation. The
tightening of District labor marketslargely iscon-
fined to California, where the unemployment rate
hasfallen by about apercentage point, comparedto
adlightincreaseelsewhereintheDistrict. Still, the
unemployment rateremainslow in most states, and
California s unemployment rate of 4.8 percent in
October is the lowest recorded there since 19609.

The strength of the District expansion was con-
firmed by the latest release of state personal in-
comefigures, whichextendthroughthefirst half of
1999. Personal incomegrew faster inmost District

District Employment by Industry

Total

Mining
Construction
Manufacturing
Transportation
Trade

FI.RE.
Services
Government
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(thousands)

Sep-99

Aug-99

Sep-98
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Month

%
Change
From
Previous
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23,838.0
69.7
1,289.0
3,053.9
1,250.3
55114
1,375.6
7,360.9
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Seasonally adjusted payroll employment data
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District Employment by State

Number Employed

(thousands)
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%
Change
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Y ear

276.5
2,166.5
14,051.2
537.4
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23,838.0
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Seasonally adjusted payroll employment data
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statesthanit didintherest of thenation duringthis
period. The increases in disposable and taxable
income have encouraged consumer spending and
supported healthy fiscal positionsfor stategovern-
mentsin the District.

District sectoral developments

The District economy has expanded at a strong
pace in 1999. Sustained expansion has produced
favorablefiscal positionsfor state governmentsin
the District, with substantial spending growth for
public schools and tax rebates evident in various
states. Moreover, improvement hasbeenevidentin
recent monthsinthe semiconductor manufacturing
sector. However, aslowdown in the housing mar-
ket may offset other sources of strength in the
Districtincoming months.

State government finances

Theprolonged expansioninmost District stateshas
generated substantial revenue growth for state
governments, and expenditures have grown ac-
cordingly. By improvingthewell-being of thepopu-
lation, favorableeconomic conditionsenabl estates
to shift spending away from heath and human
services and towards investment goods such as
educational spending. Some states have chosen to
implement tax cutting proposalsaswell.

Cdlifornia s state government has recovered fully
from the poor fiscal position caused by weak
general fund revenues during fiscal years (FYs)
1989-93. General fund revenues grew by 7%
percent onaveragein FY s1993-94 through 1998—
99 (Figure 1). The state is on track to equal or
exceed the latest forecast of 8.7 percent growthin
revenueduring FY 1999-00. Asrecently reported
by the state Legidative Analyst’s Office (LAO),
general fundrevenuesduringthefirst threemonths
of 1999 were about $500 million (3.6 percent)
above the final budget forecast, with personal
income tax, salestax, and bank and corporate tax
revenues all exceeding their forecast levels.

Cdlifornia earmarks a substantial portion of rev-
enue growth for spending on local public and
community college(K—14) education. Thisportion
is determined by a formula that was codified by
Proposition 98, enacted in 1988 as a voter-ap-
proved amendment to the California Constitution.
However, funding may fall below the Proposition
98 guarantee level when state revenue growth is
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Figure 1

California state general fund revenues
& K-12 education spending
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slow, and the state legislature in general has the
option of suspending the Proposition 98 spending
requirementsonayearly basis. Whenfundingfalls
below the guarantee, the state must eventually
restore K—14 funding to the level that would have
attained had no shortfall occurred (the“ restoration
target”).

A shortfall in educational funding due to slow
revenuegrowth occurredintheearly 1990s, and by
FY 1994-95 Proposition 98 spendingwasnearly $2
billion bel ow therestoration target. State expendi-
tures on K—12 education grew very rapidly during
FY 1995-96 through 199798 (Figure 1), as the
state shifted resources to meet the restoration
target.! Following slower growthin 1998-99, K—
12 spending isbudgeted to grow at arapid pacein
1999-00; theprojectedincreaseinyearly per-pupil
spending is about $300 (5.2 percent).

Due to class size targets encouraged by state and
federal incentives, K—12 expenditure increases
largely have been spent on new teacher hiring in
California. The pace of growth for local govern-
ment education employment in California has ex-
ceededthenational pacesincemid-1996 (Figure2),
when the state launched an ambitious program for
reducing public school classsizesin kindergarten
throughthird grade. Between September 1996 and

1 Thefocushereison K—12 spending, becauseit isthe bulk
of K—14 spending and thefocusof stateand national education

policy.

Figure 2

Local government education employment
in California
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September 1999, local government education em-
ployment grew by 91,000jobsin California, or 3.7
percent per year.?

Moregeneraly, the state revenue base has contin-
ued to expand substantially in all District states
except Alaska and Hawaii in recent years. Some
states have chosen to spend their surplusrevenues
on tax rebates or tax reductions for residents and
businesses. Oregon’ spersonal incometax “kicker”
law mandates that such rebates are automatic
under favorable revenue conditions. Asaresult of
excess revenues in the state’ s biennial fiscal year
of 1997-99, personal incometaxpayersinthestate
will receive arefund equal to about 4% percent of
their 1998tax liability inthefall of 1999.

In Washington state, voters recently approved an
initiative that reduces the state vehicle tax. This
decision is projected to return to taxpayers about
$750millioninannual revenuefromthestate’ s$20
billion biennial budget, largely as aresponseto a
substantial state budget surplus for the recently
completed fiscal year. Arizona aso reduced its
vehiclelicensetax thisyear, and the state legisla-
ture there passed a series of “trigger” provisions
that reduce tax payments for state residents when
staterevenuereachescertaindollar levels. Califor-
nia also has implemented substantial cuts in the
state' svehiclelicensefeesin previousand upcom-

2 By comparison, K12 school enrollment in California
increased by 2.2 percent per year between the 1995-96 and
199899 school years.
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ing budget years, with expected tax savings of
hundredsof millionsof dollarsinthecurrent fiscal
year.

Semiconductor and computer manufacturing

World semiconductor salesin nominal termswere
relatively weak from 1995 to 1998 (Figure 3).
Despite continued demand growth, substantial ex-
isting and new capacity has been available, and
competition and price declines have kept profit
margins narrow.

Recent pricedata, however, indicatefirminginthe
prices of computer memory chips (DRAM). The
most common memory configurations used in the
PC market at thistime rely on 64-megabit DRAM
chips. According to severa sources, the average
spot price for this commodity had weakened sub-
stantially asof midyear, fallingfromaround $10in
February to about $4.50 at the beginning of July.
Sincethen, priceshaverisen substantially. Prior to
the Taiwan earthquake on September 21, the aver-
age price for 64-megabit DRAM chips had more
thantripledreativetoitsmidyear low, andtheprice
waswell aboveitslevel from the beginning of the
year. Although the earthquakeimmediately raised
prices by a substantial amount, the effects were
only temporary, and pricesquickly fell below their
prequakelevel. Thecurrent prognosisisfor further
decline in DRAM prices in coming months, but
industry analystsexpect themtoremainwell above
the midyear lows, due to ongoing demand growth
andlimitedincreasesinworl dwidechip production
capacity.

Thisprediction of favorable pricetrendsfor semi-
conductor makersissupported by the Semiconduc-
tor Industry Association’ srecent forecast of worl d-
widesemiconductor salesfor theyears1999-2002
(Figure 3). Theforecast for 1999 is based on data
for most of the year, and it suggests that this year
marks a turning point for the industry, with sales
growing by nearly 15 percent in nomina terms.
Nominal sales growth for the four-year period of
1999-2002isexpectedto averageabout 17 percent
per year, with substantial growth expectedin sales
to all major regionsof theworld.

Demand for computer equipment more generally
also has grown at a strong pace in recent years.
Data on durable goods orders from the U.S. De-
partment of Commerce indicate that despite price

Figure 3
Worldwide semiconductor sales by region
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declines, growth inthenominal value of computer
eguipment ordersfor U.S. manufacturershasbeen
rapid, averaging over 10 percent yearly from 1992
to 1999. Separate data from Dataquest, a market
research firm, indicatethat the number of PCssold
worldwidegrew by morethan 20 percent duringthe
first nine months of 1999 (compared to the same
periodlastyear), followingabout 15 percent world-
wide growth last year.

Not all computer makers are doing well, however.
Onerecent example is the announced withdrawal
of Japanese- and French-owned Packard-Bell NEC
from the U.S. retail PC market (despite being
ranked fifth in worldwide PC salesin 1998). The
collapseof thisunit reportedly will eliminate 1,000~
1,500 manufacturingjobsfromthecompany’ sSac-
ramento operationsand 600—700call center jobsin
Utah. In addition, higher semiconductor pricesare
squeezing profitsfor somecomputer makers, such
asDell and Hewl ett-Packard, further clouding the
short-term outlook inthisindustry.

Theseindustry trends—improvement in the semi-
conductor sector and continued challengesin the
computer equipment sector—are evident in the
employment figures as well (not displayed). Em-
ployment growth in the electronic components
sector (which consistslargely of semiconductors)
hasreturned thisyear following lossesin 1998; in
Cdlifornia, jobsinthissector grew 5.2 percentonan
annual basi sduringthethird quarter. Incontrast, job
losses in the computer manufacturing sector have
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been ongoing this year and even picked up a bit
duringthethirdquarterinCalifornia. Overall, how-
ever,improvement inthesemiconductor industry is
likely to outweigh any ongoing adjustmentsin the
computer industry and provide net benefitsfor the
District economy.

Housing markets

Hot housingmarketsandrapidgrowthinresidential
construction activity have been key features of the
Districtexpansionduringthepast few years. Signs
of aslowdowninthenational housing market have
become evident in recent months. In the District,
the number of new residential permitsfor thefirst
nine months of the year was up about 5 percent
compared to the same period last year, which is
slower than the growth rate of about 8% percent
recorded for 1998 as awhole. The latest monthly
residential permit figure for the District, for Sep-
tember, indicatesasubstantial declinefrom August
(on a seasonally adjusted basis). Moreover, sepa-
ratedatafromtheNational Associationof Realtors
indicateasharp drop between August and Septem-
ber in the sales pace for new homes in the broad
West region, which consistsmostly of the Twelfth
District. These figures all suggest that housing
marketsin the District are cooling.

Another important component for gaugingwhether
housing markets have cooled is sales price data.
Figure 4 displays yearly changes in the median
price of existing single family homesin the U.S.,
California, the San Francisco Bay Area, and Los
Angeles(all through September of thisyear). Fol-
lowing relatively rapid increases last year, price
appreciation hasfallen thisyear nationwide, but it
haspickedupabitinCalifornia. Faster appreciation
this year is evident in the Bay Area and Los
Angeles. Other parts of Southern California(such
as Orange County and San Diego) also experi-
enced a pickup this year. However, the pickup in
each of these Southern California MSAs was
preceded by adeclinein 1998.

Housing price appreciation in the San Francisco
Bay Areathisyear is not due entirely to demand
considerations. Figures from the Construction In-
dustry Research Board indicatethat the number of
new housing units under construction in the Bay
Areaduring the first nine months of this year was
approximately the same asit was during the same

Figure 4
Changes in median price,
existing single family homes sold
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period last year. Thus, supply constraints also
appear to becontributingtorapid priceappreciation
inthe Bay Areathisyear. Theincreasein residen-
tia construction activity this year in California
largely is in Southern California, where housing
starts are up about 20 percent compared to last
year.

Somecoolinginresidential home pricesisevident
inother partsof theDistrict. Priceappreciationhas
slowed over the past few years in Phoenix, Las
Vegas, Salt Lake City, and Portland. In contrast,
price appreciation has picked up substantially in
Seattle and Boise this year.

On net, thisevidence suggestsmoderatecoolingin
District housing markets in recent months. The
pace of constructionisupthisyear, but growth has
been slower than last year, and the figures for the
latest month (September) are consistent with addi-
tional slowingintheremainder of theyear. Housing
priceappreciation haspicked upfurtherinCalifor-
niathisyear, but themeasured pickupisduein part
to the impact of housing supply constraintsin the
Bay Area and surprising weakness in housing
pricesin Southern Californialast year. Priceappre-
ciation generally hasslowedin other major MSAs
in the District, with the exception of Boise and
Sezttle.
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ALASKA, OREGON, AND WASHINGTON

Alaska’s economy remained weak in recent
months. Payroll employment was virtually un-
changedduringthethird quarter, asjobgainsinJuly
and August were offset by losses in September.
For theyear to date, payroll employment has been
about flat with a net increase of only 400 jobs.
Growthinthelabor forcehasbeensluggishaswell,
and declines during the last two quarters lowered
the state unemployment rate by about % percent-
agepoint to5.6 percentin September, thesamerate
that prevailed during the second half of 1998.

Weak conditionsand employment lossesin the il
industry have depressed growth throughout the
Alaskan economy. Declines in exploration and
extraction activity are responsible for job losses
among providers of business and engineering ser-
vices and industrial construction activity. More
generally, decliningoil revenueshavereducedgrowth
in personal income, consumer spending, and gov-
ernment payrollsin the state. Growth in total per-
sonal incomeduring thefirst half of 1999 waswell
below itspaceduring 1997 and 1998. Asgrowthin
disposableandtaxableincomehasfallen, activityin
the housing and retail sectors has slowed signifi-
cantly, and state and local government payrolls
have contracted by about 2 percent at an annual
rate so far this year.

Economic growthin Oregon hasslowed thisyear.
Payroll employment increased by 0.3 percentage
point during thethird quarter, ashealthy jobgainsin

Nonagricultural Payroll Employment
(percent change over year earlier)
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transportation, communications, and stateandlocal
government were offset by job losses in the con-
struction, manufacturing, and servicesindustries.
Sofar thisyear, payroll employment hasgrown by
lessthan 1 percent on an annual basis, morethan a
percentage point slower than the growth rate in
1998. Slower job growth has loosened the state's
labor market abit. Asof September the unemploy-
ment rate was 5.8 percent, up from 5.5 percent at
the end of last year.

Despiteslower economicexpansioninthestatethis
year, personal incomehasgrownat asolid paceand
state budgetsremain flush. During thefirst half of
1999, personal income for Oregon residents grew
at about the national pace. The most recent rev-
enue forecast for Oregon shows that general fund
revenue increased by about 8 percent during the
1997-99 biennium, generating surplus revenue of
approximately $360 million. Therevenuegrowthis
fundingexpans onsineducationand publicservices
and producing alarge “kicker” tax refund.

Economic growth in Washington picked up to a
moderate pace during the third quarter. Payroll
employment expanded by 1.5 percent at an annual
rate during the three months ending in September,
about a percentage point faster than the second
quarter pace. Thelossof 6,000 manufacturingjobs
in the state during the third quarter was morethan
offset by gainsin other sectors. Construction pay-
rolls have been growing around 6 percent on an
annual basis all year, nearly twice as fast as last
year. However, permit activity and vacancy rates
suggest that thehousingand commercial real estate
markets in Washington may be cooling. In other
sectors, increasesinexport activity duringthethird
quarter boosted job growth among firms specializ-
ing in air and water transportation, while strong
domestic demand for business, legal, engineering,
and social services spurred job growth in the ser-
vices sector.

Despiterecent positivesigns, thestate’ sexpansion
has dowed this year. Payroll employment has
grown 1.4 percent on an annual basis, about a
percentage point slower than the growth rate in
1998. However, the state unemployment rate was
4.9 percentin September, only 0.1 percentagepoint
aboveitslevel at the end of last year.
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CONSTRUCTION
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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
Sep-99  Aug-99  Sep-98 Month Y ear Sep-99 Aug-99 Sep-98 Month Y ear
Alaska Washington
Total 276.5 2774 276.3 -3.8 0.1 Total 2653.6 2660.2 2608.7 -2.9 1.7
Mining 85 8.7 10.3 -24.4 -175 Mining 33 33 33 0.0 0.0
Construction 13.2 13.2 131 0.0 0.8 Construction 151.5 151.2 142.7 24 6.2
Manufacturing 15.3 15.3 14.7 0.0 4.1 Manufacturing 360.1 362.4 378.7 -74 -4.9
T.CP.U. 26.6 27.1 25.7 -20.0 35 T.CPU. 141.8 141.3 137.4 4.3 3.2
Trade 575 57.7 574 -4.1 0.2 Trade 645.2 645.0 629.4 0.4 25
F.I.RE. 12.7 12.9 125 -17.1 16 F.I.RE. 141.6 141.4 136.7 1.7 3.6
Services 69.9 70.0 68.8 -1.7 16 Services 740.4 737.7 7153 4.5 35
Government 72.8 725 73.8 51 -14 Government 469.7 477.9 465.2 -18.8 1.0
Oregon Unemployment Rates (%)
Total 1583.4 1585.1 1561.1 -1.3 14
Mining 2.0 2.0 1.8 0.0 1.1 Sep-99  Aug-99  Jul-99 Sep-98  Aug-98
Construction 825 83.3 81.6 -10.9 11
Manufacturing 237.3 2374 242.0 -0.5 -1.9 Alaska 5.6 6.1 6.0 5.6 5.6
T.CP.U. 80.7 80.7 77.0 0.0 4.8 Oregon 5.8 57 55 57 5.7
Trade 387.7 385.8 384.7 6.1 0.8 Washington 5.0 47 4.8 5.0 4.8
F.I.RE. 97.2 97.1 95.7 1.2 16
Services 430.3 432.0 421.3 -4.6 21 u.s. 4.2 4.2 4.3 45 4.5
Government 265.7 266.8 257.0 -4.8 34

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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ARIZONA,CALIFORNIA, AND HAWAII

Arizona’s expansion slowed somewhat in recent
months but remains strong on a year-over-year
basis. Total nonfarm employment increased about
2% percent at an annual rate in the third quarter.
Over the twelve months ending in September,
employment increased 3.2 percent, making Ari-
zonathe third fastest-growing state in the nation.
Duringthisperiod, rapidexpansionof payrollsinthe
congtruction, transportationand utilities, andwhole-
sale and retail trade industries was only partly
offset by adlight declinein manufacturing employ-
ment and a sharp contraction in the state’ s copper
miningindustry.

About three-quarters of Arizona s workers—in-
cluding thosedisplaced from copper mines—arein
the Phoenix-Mesa metropolitan area, where the
unemployment rate of 2%4percent ranksamongthe
lowest in the nation. In Tucson, where most of the
state’ sremaining popul ation resides, thelocal un-
employment rate also is a bit below 3 percent. In
both metropolitan areas, population growth has
been relatively rapid in recent years. This has
stimulated demand for public services and raised
stateandlocal government employmentin Arizona
by 15,000 jobs(about 4 percent) over thepast year.

Califor nia’ seconomy hasgrownsubstantially this
year. Employment rose about 2.1 percent on an
annual basis during the four months ending in
Octaober, following a somewhat faster gain in the
first half of the year. The state has added about

Nonagricultural Payroll Employment
(percent change over year earlier)
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283,000jobssofar thisyear and 350,000jobsduring
the twelve months ending in October.

TheLos Angeles areaaccountsfor about one-half
of all jobsinthestate, and payrollstherehavebeen
growing at about the same pace asin therest of the
state. Within this broad region, growth has been
fastest outside of the densely popul ated communi-
tiesof Los Angeles County. Total employment in
Los Angeles has grown about 2 percent at an
annual rate so farin 1999, held down by acontrac-
tionintheloca manufacturing sector. Cutbacksin
the aerospace industry directly account for about
one-half of the manufacturing jobs lost in Los
Angeles County thisyear, and the aerospace con-
traction hasrestrained employment growthin sup-
plying industries such asmetalsmanufacturing. In
contrast, the area’s motion picture industry has
beenabright spot thisyear, having resumed growth
followingjoblossesin1998.

Hawaii showed some signs of an improving
economy inrecent months, but the sustainability of
the nascent recovery remainsin question. Payroll
employment increased 5 percent at an annual rate
inthethird quarter, followinga2¥2percentgainin
the second quarter and no change in the first
quarter. Most of this year's job gains have come
from the state government rather than private
payrolls. Theadditional stategovernment jobshave
been concentrated in the state’ s educational insti-
tutions, which are likely to continue expanding in
fiscal year 2000 despite aplanned cut of 1 percent
in overall state government expenditures.

Private sector conditionsin Hawaii also have im-
proved abit thisyear, hel ped by arecent turnaround
intouristtrade. Overall visitor arrivalswerestrong
in August and for the year-to-date have increased
1%.percent. Employmentintheretail tradeindustry
hasgrown1¥4percent onanannual basissofar this
year, following a 2 percent drop last year, when
visitor countsalsofell. Thelossof constructionjobs
inthestatelargely hasbeen halted thisyear, duein
part to firming in the housing market. Available
evidencesuggeststhat pricesof singlefamily homes
on Oahu havestopped declining, andthesalespace
for existing homespickedupintheearly part of this
year.
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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
Sep-99  Aug-99  Sep-98 Month Y ear Sep-99  Aug-99  Sep-98 Month Y ear
Arizona Hawaii
Total 2166.5 21659 2099.6 0.3 32 Total 537.4 531.8 536.2 13.4 0.2
Mining 9.9 10.0 12.7 -114 -22.0 Mining . . . . .
Construction 158.1 158.6 147.0 -3.7 7.6 Construction 20.1 19.8 21.0 19.8 -4.3
Manufacturing 218.2 218.3 217.8 -0.5 0.2 Manufacturing 16.2 16.1 16.5 77 -1.8
T.CP.U. 107.0 106.4 102.8 7.0 4.1 T.C.R.U. 40.3 40.5 41.2 -5.8 -2.2
Trade 519.9 519.5 503.6 0.9 32 Trade 131.6 130.6 131.7 9.6 -0.1
F.I.RE. 1475 147.0 1415 4.2 4.2 FIL.RE. 35.0 349 355 35 -14
Services 654.4 654.9 637.1 -0.9 2.7 Services 175.9 175.1 1725 5.6 20
Government 3515 351.2 337.1 1.0 4.3 Government 118.3 114.8 117.8 43.4 0.4
Oct-99 Sep-99 Oct-98
California Unemployment Rates (%)
Total 14065.6 14039.6 13717.2 2.2 25
Mining 238 237 24.9 52 -44 Sep-99  Aug-99  Jul-99 Sep-98  Aug-98
Construction 672.9 667.4 621.5 10.3 8.3
Manufacturing 1949.8 1953.6 1965.7 -2.3 -0.8 Arizona 4.1 45 4.4 4.1 4.2
T.CP.U. 720.6 717.8 697.3 4.8 33 Hawaii 54 53 54 6.3 6.2
Trade 31836 3181.1 31414 0.9 13 us. 4.2 4.2 43 45 45
F.I.RE. 816.5 812.8 808.3 5.6 1.0
Services 4463.1  4447.0 4273.4 4.4 4.4 Oct-99  Sep-99  Aug-99 Oct-98 Sep-98
Government 22353  2236.2 2184.7 -05 2.3 California 4.8 4.9 51 59 I 6

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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| bAHO, NEVADA, AND UTAH

I daho’ seconomy slowed further inrecent months.
Following a small reduction in nonfarm payroll
employment during the second quarter, the pace of
job loss picked up a bit in the third quarter, and
employmentisdownabout 3,300jobssofarin1999.
Although personal incomereceived by Idaho resi-
dents grew faster than it did for the nation as a
whole during the first half of the year, income
growthinldaho slowed significantly inthe second
guarter. Slower growth in personal income gener-
aly reduces growth in consumer spending, and
employmentinthestate’ sretail tradesector shrunk
accordingly during the second and third quarters,
with job losses hastened by restructuring among
firms in the sector. The state’s hotels also have
shed a substantial number of jobsthisyear.

In contrast to service providers, the state’ s manu-
facturershavefaredwell recently. Ongoing expan-
sions in the industrial machinery and electronics
sectorswerereinforced by asurgeinfood process-
ing employment during thethird quarter, aspotato
processors benefited from strengthened demand
for their products. Rising demand for the state's
potato crop has raised potato prices and benefited
Idaho farmers as well.

Economic growth in Nevada has been rapid this
year, andit picked upfurtherinthethirdquarter. On
an annual basis, total payroll employment grew
nearly 8 percent during thethird quarter, morethan
doublethepacefromthefirst half of theyear. Total

Nonagricultural Payroll Employment
(percent change over year earlier)
9.0 T

0.0 t + + |
Sep-95 Sep-96 Sep-97 Sep-98 Sep-99

personal incomeinthe state grew 9 percent during
thefirst half of the year (compared to thefirst half
of 1998). Thisiswell above the national gains of
about 5% percent, and Nevada' s edge probably
grew during the third quarter. Among the state’s
industrial sectors, employmentinthetransportation
services sector hasbeen growing thefastest; onan
annual basis, it has grown about 10 percent so far
in 1999 and nearly 15 percent during the third
quarter. Growth in this sector was fueled in large
part by expansion in air transportation services,
which have grown rapidly to support substantial
increasesin airline passenger counts in the state.

Frenziedvisitor traffic reflectsapronounced resur-
gencein the state’ s gaming sector thisyear. Rela-
tiveto 1998 levels, growth in LasVegas gaming
winmostly hasbeenin double-digitsthisyear, and
employment in the hotel and amusement sector
statewidehasbeen growing at itsfastest pacesince
1994.

Utah’s economy has been expanding at a solid
pace. Growthintotal payroll employment pickedup
inthethird quarter to 3.9 percent onanannual basis.
However, year-over-year growth has sowed to
2.5 percent, and the third-quarter pickup was con-
fined to the government and services sector, each
of which was making up for slower growth earlier
in the year. Among signs of recent slowing, job
losses in the manufacturing sector became more
rapid in the third quarter. Growth in retail trade
employment al soslowedinthethird quarter; growth
in this sector had been rapid earlier intheyear, as
retailersincreased hiring in response to unusually
slowgrowthduring1998. Onnet, jobcreationinthe
state hasbeen sufficient to hold the unemployment
rate constant at just under 3v2 percent all year.

Consistent with slower expansion this year, total
personal incomein Utah grew at about the national
rate during thefirst half of theyear; income gains
inUtah earlier inthedecadehad been substantially
more rapid than national gains. Although income
per capitaisrelatively low inthe state dueto large
family sizes, Utahrankstenth nationwideinmedian
household income, due in large part to the preva-
lence of dual-earner households. The state’ s high
household income places it among the states with
the lowest poverty rates nationwide.
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EMPLOYMENT

Annualized %
Number Employed % Change  Change
(thousands) From From
Previous ~ Previous
Sep-99  Aug-99  Sep-98 Month Y ear
Idaho
Total 529.5 532.8 522.8 -7.2 13
Mining 29 29 3.0 0.0 -33
Construction 336 335 329 3.6 21
Manufacturing 76.9 1.7 76.0 -117 12
T.CPU. 26.0 26.2 259 -8.8 0.4
Trade 133.9 1335 132.9 3.7 0.8
F.I.RE. 23.7 237 231 0.0 2.6
Services 129.5 128.8 126.4 6.7 25
Government 103.0 106.5 102.6 -33.0 0.4
Nevada
Total 981.4 979.0 934.0 3.0 5.1
Mining 11.9 119 13.1 0.0 -9.2
Construction 88.9 88.7 86.1 2.7 33
Manufacturing 435 432 425 8.7 24
T.CPU. 51.0 50.5 48.0 12.6 6.3
Trade 202.4 201.5 1911 55 5.9
F.I.RE. 45.6 458 440 -5.1 3.6
Services 421.4 420.4 395.7 29 6.5
Government 116.7 117.0 1135 -3.0 2.8

Annualized %

Number Employed % Change  Change
(thousands) From From
Previous  Previous
Sep-99  Aug-99  Sep-98 Month Year
Utah
Total 10585 10536 10323 57 25
Mining 7.6 75 7.9 17.2 -3.8
Construction 73.6 73.2 69.3 6.8 6.2
Manufacturing 133.0 1333 133.6 -2.7 -0.4
T.CP.U. 59.8 60.0 59.2 -39 10
Trade 248.3 248.6 2433 -1.4 21
F.I.RE. 58.6 59.4 56.3 -15.0 41
Services 293.8 292.9 281.8 3.8 43
Government 183.8 178.7 180.9 40.2 1.6
Unemployment Rates (%)
Sep-99  Aug-99  Jul-99 Sep-98 Aug-98
Idaho 49 49 5.0 5.0 4.9
Nevada 42 42 38 3.9 4.2
Utah 34 34 34 3.7 3.8
Us. 42 42 43 45 45

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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