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ExecutiveSummary

B Asurgeinthe District economy in the fourth
quarter pushed employment growthto 2.7
percent for all of 1999.

®  Thefourth quarter pickup in part was dueto
substantial gainsintheretail and wholesale
trade sectors. Whilethesegainsar e consistent
with strong holiday spending, the fourth
quarter surgewaspreceded by surprisingly
weak employment gainsinthese sectorsearlier
in 1999.

m  TheDistrict economy continuesto reflect the
successof businessservices, including those
related to high-tech, with the sector
registering almost a 9 percent employment gain
in 1999.

®m  Theexpansionin businessserviceshasmeant
greater demand for office space, driving
vacancy ratesdown and leaseratesupina
number of District markets, especially those
associatedwith high-techcenters.

®m  Sronger demand for housing pushed up home
pricesin many parts of the District, though the
data onresidential permitspoint to a possible
tempering of momentumin residential activity.

" Manufacturing employment inthe District
continued to contract in 1999, but at a slower
pace than for the U.S. as a whole. Strong
wor | dwide semi conductor salesand
improvementsin merchandise exportsfor a
number of states are positive signs for the
manufacturing sector.

= Among District states, population growth rates
have converged, in part reflecting relative
economic performance. The shiftin population
growth patter ns has worked to keep the labor
mar ket tight even in stateswith some
tempering of economic growth.

District Update

The District economy ended 1999 on a decidedly
strong note. Nonagricultural employment growthin
thefourth quarter of last year was 3.9 percent at an
annual rate. Employment growth for all of 1999
was 2.7 percent, off somewhat from the pace in
1998 but well above the 2.1 percent rate for the
nation as awhole.

Theextraboost to growthinthefourth quarter was
particularly evidentintheretail andwholesaletrade
sectors and construction employment. The ser-
vices sector, and business services in particular,
aso maintained strong momentum at the end of
1999. An important factor behind the strength in
business services appears to be software and
Internet activity, though other business services
appear to be growing somewhat faster than ser-
vices more generally.

Manufacturing employment remained flat in the
fourth quarter as aerospace and related sectors
continuedto shed jobs. The high-tech manufactur-
ing sector as a whole also contracted. However,
strong worldwide semiconductor sales and im-
provementsin exportsfor anumber of statesinthe
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District haveadded to economic growth. Washing-
ton, Oregon, and Idaho, for example, posted net
gainsinjobsclassified under electronic and other
electric equipment last year.

The rapid job creation in 1999 helped to tighten
labor markets further in the District. The District
unemployment ratefell by 0.8 percentage pointin
1999 to alevel of 4.6 percent. Even in states with
amore noticeable slowing inemployment growth,
labor markets have remained tight as population
growth also has slowed.!

Leading the better-than-average performance in
the District last year were the four western states
ranked among the ten fastest growing states in
employment growth rates—Nevada (1), Arizona
(4), Cdlifornia(5), and Utah (7).

TheDistrict trendstendto reflect devel opmentsin
California, which accountsfor about two-thirds of
total District employment. Payroll employment in
thestateexpanded at closeto4 percentinthefourth
guarter and 3 percent for al of 1999, only some-
what bel ow thepacein 1998. Among theother fast-
growing states, Arizonaand Utah al so experienced
someslowingin payroll employment growth.

Inthe Pacific Northwest, Washington and Oregon
posted sharpincreasesinpayroll employmentinthe
fourth quarter of 1999. For the year as a whole,
employment growth in Washington was solid in
1999, but off from 1998, and well off thepaceof the
boom years of 1996 and 1997. Weakness in em-
ploymentinWashingtonismost evidentindurable
manufacturing, reflecting cutbacks in aerospace.
However, with greater diversification in the
economy, includingtheexpandedinfluenceof high-
tech firms, adjustments in the aerospace sector
have beenlessdisruptivetotheregion’ seconomy.
InOregon, employment growthin 1999 moderated
somewhat more than in Washington. Slowing in
Oregon was evident in most sectors, though the
manufacturing and transportation sectors were
boosted in part by an increasein foreign trade.

Theother three District states—I|daho, Alaskaand
Hawaii—ranked in the bottom third of the states
based on payroll employment growthratesin 1999.

1California, Washington, Oregon, Utah, Idaho, and Hawaii
registered declines in unemployment ratesin 1999.

Service-producingsectors

A surgeinretail and wholetrade employment was
evident in several statesin the fourth quarter. The
biggest boost wasin California, whichregisteredan
annualized growth in trade employment of 7.6
percent. Thishelped to push the District’ sannual -
ized growth ratein the sector to about 5.6 percent.
Whilestrongemployment growthisconsistent with
other evidence pointing to very strong consumer
spending in the fourth quarter, that pace is not
sustainable. Moreover, the strong gainsregistered
in the fourth quarter followed surprisingly weak
figuresearlier inthe year, resulting in 2.5 percent
job growthin retail and whole trade jobsfor all of
1999. That paceismoreinkeepingwiththeoverall
tenor of the Californiaeconomy.

For the District as a whole, the business services
sector registered apickupinemployment growthin
the fourth quarter to finish off avery strong year
overal. In California, employment in this sector
grew at an 8.7 percent annual rate for the fourth
quarter and close to 8 percent for all of 1999.
Excluding the business services component, the
remaining components covered by the classifica-
tion of servicesincreased 3 percent in 1999, a bit
faster than the overall economy.

Among business services, software and Internet-
related services have been growing rapidly and
contributing substantially to overall growthinthe
sector. Inthestate of Washington, for example, the
job category that includes computer-related ser-
vices increased by about 11 percent (5,000 jobs)
and accounted for half of the net gains in total
sector employment. Thissector inthe Puget Sound
area is riding the crest of an inflow of venture
capital funds. Datathrough thethird quarter of |ast
year indicated that nearly $1 billion of venture
capital went to firmsin the Northwest in the areas
of computer and dataprocessing aswell assupport
services.

Amongother service-producing sectors, thecoastal
states of Californiaand Oregon realized increases
injobsrelated to trucking and warehousing aswell
aswater and air transportation. Thisisdue mainly
tothepickupinforeigntradeactivity intheDistrict.
ThePortsof LosAngelesand Long Beach showed
noticeable increases in outbound traffic in recent
months and, as discussed below, exports have
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increasedin Californiaand Oregonaswell assome
of the other District states.

Construction and real estate

ConstructionjobsintheDistrict expanded at close
toadouble-digitrateinthefourth quarter. Much of
the added punch came from California, which has
had relatively strong gains over the past three
years. Growthinconstructionjobsfor all of 1999in
Californiawas close to 9 percent, compared with
just under 3%z percent for the U.S. asawhole.

Intheresidential market, strongdemandin Califor-
nia has shown through in price appreciation of
about 10 percent for the state as a whole. Price
appreciationhasbeen greatest inthe San Francisco
Bay Area, where strong job growth relative to
additions to the housing stock led to ayear-over-
year increase of 16 percent in the median home
price through October. In the Los Angeles area,
however, house price appreciation averaged only
about 2Y2 percent.

Evenwiththerisein home prices, dataon residen-
tial permits for the last part of 1999 point to
somewhat less momentum in home building in
California. Among other District states, atemper-
ingof housingactivity alsoisindicatedfor Oregon,
Utah, Nevada, and to alesser extent Washington.

In the nonresidential market, demand for office
space by high-tech firms has helped to drive va-
cancy ratesto virtually zero in some District mar-
kets. In San Francisco, the office vacancy ratewas
3 percent at the end of the third quarter, while the
ratefor metropolitan Seattlewas2.1 percent. With

District Employment by State
Annualized %
Number Employed % Change Change
(thousands) From From
Previous Previous
Dec-99 Nov-99 Dec-98 Month Y ear
Alaska 279.4 278.8 276.1 26 12
Arizona 2,187.3 2,180.5 2,117.7 38 33
Cdifornia 14,184.7 14,121.0 13,7829 55 29
Hawaii 530.2 532.0 527.2 -4.0 0.6
Idaho 538.0 532.0 532.8 14.4 1.0
Nevada 992.6 989.9 946.7 33 4.8
Oregon 1,597.3 1,596.8 1,573.6 0.4 15
Utah 1,064.0 1,062.4 1,036.9 1.8 26
Washington 2,676.3 2,668.3 2,625.6 37 19
District 24,049.8 23,961.7 23,4195 45 2.7
us. 129,869.0 129,554.0 127,186.0 30 21
Seasonally adjusted payroll employment data

such low vacancy rates, lease rates have been bid
updramatically. In San Francisco, |leaserateshave
reached over $50 per squarefoot for classA office
space, though growth limits can be expected to
damp the flow of new space coming on line. In
metropolitan Seattle, where class A office space
rentsfor about $28 per square foot, over 8 million
squarefeet of office spacewasunder construction
at the end of the third quarter of 1999, an increase
of more than 3 million square feet from the end of
1998.

Office markets in most other areas in the District
aremorebalanced, with vacancy ratescloser tothe
national average. The exceptionsare Los Angeles
andthelnland Empire(Riverside/San Bernardino),
wherethere arelarge overhangsof office space. In
the metropolitan Los Angeles area, the office
vacancy rateedged down but, at nearly 20 percent,
was about twice the national average at the end of
thethird quarter of last year. The vacancy rate for
the Inland Empire was 17 percent. At this level,
there are a limited number of small speculative
projectsunderway in theregion.

Manufacturing

The combination of productivity gains and weak-
nessin aerospace and high-tech resulted inasmall
net loss in manufacturing jobs in 1999. The 0.6
percent loss in District jobs, compared to a 1%
percentdropintheU.S. overall, however, suggests
that manufacturinghashelduprelatively well inthe
West. Moreover, developmentspoint toimproving
conditionsfor manufacturingintheDistrict.

Worldwide salesof semiconductorswerestronger
than expected | ast year. For thefirst eleven months

District Employment by Industry
Annualized %
Number Employed % Change Change
(thousands) From From
Previous Previous
Dec-99 Nov-99 Dec-98 Month Year
Total 24,049.8 23,961.7 23,4195 45 2.7
Mining 69.2 69.5 76.5 -5.1 -95
Construction 1,319.0 1,309.3 1,232.7 9.3 7.0
Manufacturing 3,056.1 3,053.7 3,076.8 0.9 -0.7
Transportation 1,260.2 1,259.1 1,221.3 11 32
Trade 5,583.3 5,545.1 5,446.7 8.6 25
FI.RE. 1,381.1 1,379.8 1,357.5 11 17
Services 7,435.2 7,416.0 7,159.6 32 38
Government 3,945.7 3,929.2 3,848.4 5.2 25
Seasonally adjusted payroll employment data
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of the year semiconductor sales were up 17.1
percent compared to the same period in 1998. The
Semiconductor Industry Association’s October
forecast was for a 14.7 percent growth for the
year. The strongest growth in recent months has
been in sales to East Asian countries.

With the rebound in the semiconductor market,
Washington, Oregon, and | daho posted net gainsin
jobs classified under electronic and other electric
equipment last year. In Oregon, Intel and Wacker
Siltronicannouncedjobadditions, and I ntel plansto
reopen achip manufacturing plant.

Export figures for California also show that the
District has started to benefit from improved con-
ditionsin East Asiaand thereboundinthesemicon-
ductor market. M erchandiseexportsfor California
have shown considerablelifesincethe second part
of 1999, offsettingmuch of thedeclineearlierinthe
year. As aresult, California exports for the first
eleven months of 1999 were down only slightly
compared to the same period in 1998. The recent
pickupwasled by improvementsinexportsto South
Korea, Hong Kong, and China. Also, the product
sectors showing increasesin exportsinclude el ec-
tronic products.

Other states also have shown increasesin exports
that appear to belinked in part toimprovementsin
East Asiaandin high-techmanufacturing. Datafor
Oregonindicateexportsincreased by 15.6 percent
for thefirst eleven monthsof 1999 comparedtothe
sameperiodin 1998. ThePort of Portlandindicates
that the rise is due in part to a rise in exports of

Total Exports for 12th District States
Percent Growth Rates

1997 1998 Nov 1999*

Twelfth District 115 -0.2 1.0
California 6.4 -4.3 -1.0
District minus CA 20.0 6.0 3.6
Washington 23.8 16.8 2.7
District minus (CA+WA) 15.9 -6.3 12.3
Arizona 445 -21 3.6
Oregon 10.0 -1.5 15.6
Utah -2.3 -7.7 27
Alaska -3.9 -28.7 30.0
Idaho 6.2 -54 42.0
Nevada -19.9 -39.0 40.7
Hawaii 13.9 14.3 22

* First 11 months of 1999 relative to same period ayear earlier.
Source: Census FT900 Supplement, Origin of Movement Series
excluding re-exports

semiconductor and transportation equipment, and
that exportsto East Asiahaveincreased. | daho and
Alaska also experienced sharp turnaroundsin ex-
portsin 1999. In the case of Alaska, the increase
reportedly isdue in part to solid gainsin exportsof
processed seafood products and arise in mineral
and lumber exports.

Population

Population growth in the District remains very
strong and well above the U.S. pace. Census
Bureau estimatesindicate that District population
increased 1.5 percent in 1999 (July 1998 to July
1999), about the same pace asinthe previousthree
years. That comparesto 0.9 percent for theU.S. as
awhole. On baance, the difference between the
rate of population growth for the region and the
U.S. isdue mainly to a higher rate of foreign in-
migrationto California In 1999, foreignmigration
accounted for about 0.8 percentage point of popu-
lationgrowthin California, comparedto only about
0.3 percentage point for thewholeU.S., aswell as
for the District excluding California. For the Dis-
trictasawhole, domesticmigration hashad littlenet
impact on recent popul ation growth rates.

In contrast, among the statesin the District domes-
ticmigration hashad asignificant effect onrelative
population growth rates. The predominate pattern
throughout the 1990s has been net domestic out-
migration from California and migration to other
District states as well as states outside of the
District. Over the period from July 1990 to July
1999 Californiarecorded anet domestic out-migra-
tion of nearly 2.2 million, while the other eight
Twelfth District statesreported anet in-migration
of 1.7 million. Together, four states, Arizona, Ne-
vada, Oregon, and Washington, each with net in-
migration of morethan 250,000 during the period,
accounted for over 1.6 million of the 1.7 millionin
net in-migration during theperiod. Not surprising,
this has contributed to considerable variation in
popul ation growth among the states.

However, over the past few years, population
growth rates among the states in the District have
tended to converge.? The shift in relative popula
tiongrowthratescoincided withthereboundinthe
Californiaeconomy, which now isoutpacing most

2 The one clear exception is Hawaii.
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of the other western states. The improvement of
conditionsin Californiahastemperedthedomestic
net out-migration. Based on Census Bureau esti-
mates, net out-migrationfrom Californiafell froma
high of about 434,000 (1.4 percent of state popul a-
tion) in 1994 to only about 81,000 (0.24 percent of
state population) in 1999. The shift has had some-
thing of amirrored effect on population growthin
the rest of the District, with net domestic in-
migration falling from ahigh of just over 242,000
(1.3 percent of population) in 1995 to 96,000 (0.5

percent of population) last year.

Looking at the implication of continued strong
population growth inthe District, it can be seen as
working to accommodate the rapid expansion of
jobs. Strong popul ation growth al sokeepspressure
onthe underlying demand for housing. Withinthe
District, the shift in popul ation growth patternsin
recent yearshasaccommodated growthin Califor-
niawhile also working to keep labor marketstight
inDistrict stateswith sometempering of economic
growth.
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ALAskA, OREGON, AND WASHINGTON

The Alaskan economy ended 1999 much like it
started, with solid employment growth. Statepay-
rolls increased by 2.8 percent at an annual rate
during the fourth quarter of 1999, holding the
unemployment rate to 5.7 percent in December.
Despite the strong finish, employment growth for
the year was about 1 percentage point off the 2.2
percent average paceof job gainsrecordedin 1997
and 1998. Thedecel erationin 1999 owed primarily
to below average oil prices, which reduced oil
explorationand extraction activity, diminished state
government revenues and payrolls, and damped
employment growth throughout the economy.

Although oil prices have risen in recent months,
stateforecastersanticipatelittlegrowthinoil pro-
duction and production employment inthecoming
year. In fact, if the BP/Amoco buyout of ARCO
goesthrough, another 350-400 jobswill belostin
thissector. Higher oil priceshave easedthestate’s
fiscal troubles, but proj ected revenuesremain about
$500 million below current expenditures in the
state.

Following two quarters of almost no growth, the
Oregon economy picked up in recent months.
Payroll employment expanded by 4.1 percent at an
annual rateduringthefourth quarter, well abovethe
0.6 percent pace of thefirst nine months of 1999.
In contrast to earlier in the year, Oregon’s con-
struction, manufacturing, and servicessectorsgrew
steadily duringthefourth quarter, collectively add-

Nonagricultural Payroll Employment
(percent change over year earlier)
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ing 11,500 new jobs. Growthin the services sector
acceleratedinthefourthquarter, owing primarily to
rapid job creationin the business, engineering and
management, and educational servicesindustries.

Oregon’ sfourth quarter surgeboostedtotal payroll
employment growth for 1999 to 1.5 percent and
pushed theunempl oyment ratefor December down
to 5.0 percent, 0.5 percentage point below the
average for the year. Despite the fourth quarter
surge, state employment growth slowed in 1999
relativeto 1998.

Oregon, however, didregister asharpturnaroundin
exportsin 1999. For thefirst eleven months of the
year, exportswereup 15.6 percent comparedtothe
same period in 1998. For al of 1998, Oregon
experienced a small net decline in merchandise
exports.

The pace of economic growth in Washington
remained solid in recent months, despite further
contraction in somekey industries. Total nonfarm
payroll employment expanded by 3.7 percent at an
annual rateduringthefourthquarter, apickupfrom
the 1.3 percent pace during thefirst three quarters
of theyear. Thefourth quarter surgeinjob growth
pushed the state unempl oyment rateto 4.2 percent
in December, 0.7 percentage point below the rate
at the end of 1998. The pickup in growth in recent
monthsprimarily isduetodouble-digit gainsinthe
construction, computer and data processing, and
engineering and management sectors. Whileresi-
dential housing marketsinWashingtonremainsolid,
much of the recent gain in construction jobs is
related to the building of new commercial office
space in the Puget Sound area. Over 8 million
squarefeet of office spacewas under construction
at theend of thethird quarter of 1999, 3millionmore
than at the end of 1998.

The booming commercial office market in the
Puget Sound Areain part reflectstherapid growth
in business activity associated with software and
Internet devel opment. Datathrough thethird quar-
ter of 1999indicatethat nearly $1 billionof venture
capital went to firms in the Northwest, fueling
growth not only in computer and data processing
but al soinsupport serviceslikeconsulting, account-
ing, and law firms.
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CONSTRUCTION

Non-Residential Construction Awards Residential Construction Permits

1992=100

AT 1992=100
350
454

300 1

250 +,

200 +

150 1

100 1

A : : | 50 ' ' ' :

Nov-95 Nov-96 Nov-97 Nov-98 Nov-99 Nov-95 Nov-96 Nov-97 Nov-98 Nov-99
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
Dec-99 Nov-99  Dec-98 Month Y ear Dec-99 Nov-99 Dec-98 Month Y ear
Alaska Washington
Tota 279.4 278.8 276.1 2.6 12 Total 2676.3 26683 2625.6 3.7 19
Mining 9.0 8.9 10.6 14.3 -15.1 Mining 32 33 33 -30.9 -3.0
Construction 14.2 137 134 53.7 6.0 Construction 155.2 153.2 145.0 16.8 7.0
Manufacturing 13.2 14.4 13.4 -64.8 -15 Manufacturing 359.6 358.8 374.6 2.7 -4.0
T.CPU. 26.9 26.8 25.9 4.6 3.9 T.CP.U. 139.9 1417 138.8 -14.2 0.8
Trade 58.1 57.6 57.3 10.9 14 Trade 654.3 651.7 635.7 4.9 29
FI.RE. 12.7 12.7 126 0.0 0.8 FI.RE. 143.3 1425 138.2 6.9 3.7
Services 71.6 71.3 69.4 5.2 3.2 Services 745.8 745.1 723.2 11 31
Government 73.7 734 735 5.0 0.3 Government 475.0 472.0 466.8 7.9 18
Oregon Unemployment Rates (%)
Tota 1597.3 15968 15736 0.4 15
Mining 18 19 1.8 -47.7 0.0 Dec-99 Nov-99 Oct-99 Dec-98 Nov-98
Construction 85.1 845 84.3 8.9 0.9
Manufacturing 243.0 2422 241.9 4.0 0.5 Alaska 57 59 5.7 5.6 55
T.CPU. 80.4 81.0 77.0 -85 44 Oregon 5.0 51 55 55 55
Trade 390.0 390.4 387.7 -1.2 0.6 Washington 42 4.0 48 49 49
F.I.RE. 9.4 96.7 95.5 -37 0.9
Services 436.0 437.6 425.9 -4.3 24 us. 41 41 41 44 44
Government 264.6 262.5 259.5 10.0 2.0

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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ARIZONA,CALIFORNIA, AND HAWAII

Arizonafinished 1999 with asurgeinjob growth,
pushing growth for the year to 3.3 percent, the
fourth fastest pace among the states in the nation.
Most sectors of the state’s economy experienced
stronggrowth. Construction, government, financial
services, and transportation and communications
all added jobs at better than a 4 percent pace for
1999. Other indicators also provided positive sig-
nals for the state’'s economy; retail sales were
strong and, through November, total housing per-
mitswereup slightly for theyear-to-datecompared
with the same period in 1998.

Arizona smanufacturing sector also contributedto
jobgrowthin1999, in contrast to declinesinmanu-
facturing jobsfor the District asawhole. A surge
inaerospaceindustry jobsmorethan offset modest
declinesinkey areaslikeelectronicsand el ectrical
equipment, which includes much of the state’s
important high-tech manufacturing sector. A turn-
around in export market conditions hasimproved
theoutl ook for thestate’ smanufacturers. Arizona' s
cumulative exports (Origin of Movement Series)
rose 3.6 percent for thefirst eleven monthsof 1999,
compared with the same period in 1998, when
exportsdeclinedasaresult of theEast Asiancrisis.

California’'s strong expansion picked up some-
what inrecent months. Preliminary figuresindicate
that nonfarm payroll jobsgrew by over 4 percenton
anannual basisinthefourthquarter of 1999. For the
year, about 400,000 new jobs were created in the
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state, an increase of just under 3 percent. Among
major sectors, the pace of job gains has been most
rapid in construction, with job gainsaround 9 per-
cent for the year and some pickup evident in the
fourth quarter. Growth is likely to slow a bit in
coming months, however. Both residential and
nonresidential permitswereupsubstantiallyin1999
asawhol e, but they havetailed of f inrecent months
following their early-year peaks.

Thefourthquarter pickupinjobcreationwasled by
asurgein retail employment. Substantially more
retail jobswere created thisholiday seasonthanin
preceding holiday seasons, which suggests that
Californiaconsumers 1999 spending spreecontin-
uedthroughtheholidays. Taxableretail salesinthe
state grew by nearly 9 percent during thefirst nine
months of 1999 (compared to the same period in
1998); ininflation-adjusted terms, thisisthe most
rapid growth since the early 1980s. With strong
growth inincome and spending, the state Depart-
ment of Finance expects that revenues for the
current fiscal year will grow by about 11 percent
compared to last year, with personal income tax
payments growing in excess of 15 percent.

Hawaii’ seconomy improved somewhatin 1999 as
awhole, although performance in recent months
was weak. For the year, nonfarm payroll employ-
ment grew by just over 0.5 percent, reversing the
lossesfrom 1998. Despite recent weaknesson net,
the state’ skey tourist sector continued toimprove;
employment at hotels expanded noticeably in the
fourth quarter and for the year was up nearly 1
percent. Tourist visitsfromtheU.S. mainland have
been growing at a brisk pace, and in November
eastbound visitor arrivals(largely from East Asia)
rose relative to their year-earlier level, following
several years of decline.

A mild turnaround in the state’ s construction and
real estate sectorsalso played aroleinthe state’s
modest growthin 1999. Following annual joblosses
inexcessof 6 percent during 199698, construction
employment expanded by 1 percent in 1999. Both
residential and nonresidential activity washigherin
1999. Sales of existing homes have increased
substantially in the state, and dataon pricesin the
Honolulu area suggest that thetrend toward lower
prices has slowed and perhaps even reversed.
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Annualized % Annualized %
Number Employed % Change  Change Number Employed % Change  Change
(thousands) From From (thousands) From From
Previous  Previous Previous  Previous
Dec-99 Nov-99 Dec-98 Month Y ear Dec-99 Nov-99 Dec-98 Month Year
Arizona Hawaii
Total 2187.3 21805  2117.7 38 33 Total 530.2 532.0 527.2 -4.0 0.6
Mining 9.7 9.9 125 -21.7 -22.4 Mining . . . .
Construction 159.0 158.7 150.1 23 5.9 Construction 20.4 20.2 20.2 12.6 1.0
Manufacturing 220.3 219.6 218.6 3.9 0.8 Manufacturing 16.3 16.4 16.2 -7.1 0.6
T.CPU. 108.4 107.8 104.0 6.9 4.2 T.CPU. 40.2 40.3 40.1 -2.9 0.2
Trade 522.3 520.7 506.1 38 3.2 Trade 130.2 1314 130.7 -10.4 -04
F.I.RE. 150.3 149.7 143.4 4.9 4.8 F.I.RE. 343 344 35.2 -34 -2.6
Services 661.0 659.2 643.4 33 2.7 Services 176.2 1755 172.9 49 19
Government 356.3 354.9 339.6 4.8 49 Government 112.6 1138 1119 -11.9 0.6
California Unemployment Rates (%)
Total 14184.7 14121.0 137829 55 29
Mining 235 237 24.6 -9.7 -4.5 Dec-99 Nov-99 Oct-99 Dec-98 Nov-98
Construction 683.0 678.7 627.1 7.9 8.9
Manufacturing 1950.3  1949.7 1959.5 04 -0.5 Arizona 4.1 4.0 4.0 3.9 4.0
T.CP.U. 726.6 724.3 701.8 3.9 35 Hawaii 51 54 53 6.1 6.1
Trade 3237.3 32057 31585 125 25 California 49 4.9 49 5.9 59
FI.RE. 814.8 814.3 808.2 0.7 0.8
Services 44935 4478.6 4304.2 41 4.4 u.s. 41 4.1 4.1 4.4 4.4
Government 22557  2246.0  2199.0 53 2.6

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

Preliminary data suggest that | daho’'s economy
picked up inthefourth quarter of last year to a6.8
percent annual ratefollowingdecliningjob countsin
the second and third quarters. The improved con-
ditionswere broadly based, with the most signifi-
cant employment gains appearing in the trade,
services, and government sectors. Employment in
thesmaller construction sector alsojumped. Idaho’s
unemployment ratefell to 4.4 percentin December,
from 4.6 percent in November.

Dueto job lossesin the second and third quarters,
Idaho closed out 1999 withonly al percentgainin
employment, down from 2.6 percent in 1998 and
3.7 percentin1997. The5,200 net new jobsin 1999
included 1,800 jobsin state and local government
and 1,000 jobs each in el ectronics manufacturing,
wholesal e trade, business services, and engineer-
ing and management services. However, the ser-
vices sector as awhole added only 700 jobs, with
cutbacks in hotel services and recreation services
partially offsetting the gainsin other categories.

Nevada, withstronggrowthacrossmostindustrial
sectors and in the state’ s two metropolitan areas,
Las Vegas and Reno, ranked first in the nation in
nonfarm job growth ratesin 1999. Nevada s hon-
farm payroll employment growth rate accel erated
last year, driving up the state’ sjob growth rate to
4.8 percent in 1999 from 4.1 percent in 1998.
Separate employment data based on a survey of
householdsshowsslower growthinthestateand a

Nonagricultural Payroll Employment
(percent change over year earlier)

9.0 1

0.0 t t t i
Dec-95 Dec-96 Dec-97 Dec-98 Dec-99

riseintheunemployment rate. However, even at 4
percent unemployment, the labor market is rela-
tively tight.

Thetransportationand communications, retail and
wholesaletrade, government, and services sectors
all added jobsat better than a4 percent ratefor the
year. Services, the state’' s dominant sector, which
accountsfor nearly 43 percent of all nonfarm jobs
in the state, rose with the opening of several large
new casinosin Las Vegas. A rising visitor count
and strong gaming revenues also have alleviated
some concerns about potential overbuilding and
lossesof businessby older establishments. Nevada' s
construction sector added jobsat a4.4 percent rate
in1999, amuch s ower increaseinconstructionjobs
than the state recorded during the height of the
building boom.

The Utah economy grew at avery healthy pacein
thefourth quarter of last year, although much of the
increaseinactivity cameearly intheperiod. Annu-
aizedemployment growthinthefourthquarter was
2.5 percent, down almost a percentage point from
the rapid pace seen when state government em-
ployment surgedinthethird quarter, but essentially
egual to second-quarter growth. However, height-
enedactivity intheservices, trade, and construction
sectorsin October accounted for much of overall
fourth-quarter results; November and December
were slower, with an average growth rate of only
1.5 percent. At 2.9 percent, Utah’ sunemployment
rate was unchanged in December compared to
November.

GrowthinUtahhasmoderatedinthelasttwoyears
fromtherapid paceseenin 1996 and 1997. Changes
inthemanufacturing sector havecontributedtothis
trend, with astagnant job count in 1998 and shrink-
ing payrollsin 1999. Strong growth rates for ser-
vices, construction, and finance employment have
been morethan of fsetting the manufacturing slow-
down over the past two years. The outlook for the
volatileconstruction sector isuncertain; whilebuild-
ersare planning an increase in multi-tenant office
spaceconstructionfor thecomingyear, datafor the
September to November period indicate sizable
decreases in residential housing permit and non-
residential constructionaward activity fromayear
earlier.
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CONSTRUCTION

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

Residential Construction Permits
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EMPLOYMENT

Annualized %
Number Employed % Change  Change
(thousands) From From
Previous  Previous
Dec-99 Nov-99 Dec-98 Month Y ear
Idaho
Total 538.0 532.0 532.8 14.4 1.0
Mining 29 2.8 3.0 52.4 -33
Construction 35.0 343 341 274 2.6
Manufacturing 76.9 76.2 76.1 11.6 11
T.CPU. 26.2 26.1 259 4.7 12
Trade 134.9 133.8 134.3 10.3 0.4
FI.RE. 239 238 233 5.2 2.6
Services 1325 129.7 131.8 29.2 0.5
Government 105.7 105.3 104.3 4.7 13
Nevada
Total 992.6 989.9 946.7 33 4.8
Mining 117 117 13.1 0.0 -10.7
Construction 90.8 90.4 87.0 54 4.4
Manufacturing 437 437 24 0.0 31
T.CPU. 51.6 51.1 48.3 12.4 6.8
Trade 206.4 204.7 193.6 10.4 6.6
F.I.RE. 459 46.0 448 -2.6 25
Services 4225 4233 403.6 -2.2 47
Government 120.0 119.0 113.9 10.6 5.4

Annualized %

Number Employed % Change  Change
(thousands) From From
Previous  Previous
Dec-99 Nov-99 Dec-98 Month Y ear
Utah
Tota 1064.0 1062.4 1036.9 18 26
Mining 74 7.3 7.6 17.7 -2.6
Construction 76.3 75.6 715 11.7 6.7
Manufacturing 132.8 132.7 134.1 0.9 -1.0
T.CP.U. 60.0 60.0 59.5 0.0 0.8
Trade 249.8 249.1 2428 34 29
FI.RE. 59.5 59.7 56.3 -39 5.7
Services 296.1 295.7 285.2 16 38
Government 182.1 182.3 179.9 -1.3 12
Unemployment Rates (%)
Dec-99  Nov-99  Oct-99 Dec-98 Nov-98
ldaho 44 46 51 4.9 49
Nevada 4.0 45 44 33 3.6
Utah 29 29 34 33 34
us. 41 41 41 44 44

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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