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Executive Summary

Growth in the Twelfth District economy
picked up in recent months. Payroll em-
ployment expanded by 3.2 percent at an
annual ratein April and May, well above
the 2 percent average annual pace of
the first quarter.

The construction and services sectors
led the District’s expansion, increasing
payrolls at average annual rates of about
10 and 5 percent, respectively, during
the 2 months ending in May.

District manufacturing payrolls contin-
ued to contract in recent months, but the
pace of job loss eased.

The gap between the District and the
U.S. pace of expansion has widened in
recent months. Measured by growth in
employment over the past 12 months, the
Twelfth District is expanding nearly %
percentage point faster than the nation.
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District Update

The Twelfth District economy expanded at a
solid pace in recent months. Nonfarm payroll
employment increased by 3.2 percent at an an-
nual ratein April and May, up from the 2 percent
pace of job growth in the first quarter. The
pickup in activity was broad based. The recent
acceleration in employment growth pushed the
District’s unemployment rate down to 5.0 per-
cent in May, about 0.3 of a percentage point
lower than the rate for the first quarter.

The construction and services sectors led the
District’s expansion in recent months. Employ-
ment in the construction sector surged in April
and May, growing by 10.5 percent at an annua
rate. The services sector also added jobs at a
rapid pacein April and May, boosting annualized
employment growth in the sector to 4.5 percent
for the year, about the same rate as in 1998.
Recent growth in the sector owes to job gainsin
population-based industries, such as health and
education, rather than to the usual drivers like
business services and tourism. Employment
growth in another set of population-based sec-
tors—finance, insurance, and real estate, and
transportation and communications—also picked
up; each sector added jobs at a 3.5 percent
annual pace in April and May.

Weak export demand, declining aerospace em-
ployment, and the slow recovery of the high-tech
sector continued to damp District manufacturing
growth in recent months. However, recent data
point to the beginning of a recovery. Manufac-
turing payrolls continued to contract through
May, but the pace of job loss eased. District
manufacturers shed jobs at a 0.6 percent aver-
age annual pace during the two monthsendingin
May, about one-half the pace of contraction
during the first quarter. All of the recent job
losses have occurred among manufacturers of
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durable goods. The non-durable manufacturing
sector increased payrolls by 2.3 percent at an
annual rate in April and May.

In 1998, dower employment growth inthe Twelfth
District narrowed the gap between the District
and the U.S. pace of expansion. Accelerating job
growth in the Twelfth District in recent months
has reversed this trend; as measured by growth
in employment over the past 12 months, the
Twelfth District is expanding nearly % percent-
age point faster than the nation. Measured on the
same basis, five District states—Nevada, Ari-
zona, Cdlifornia, Idaho, and Utah—are among
the ten fastest growing states in the U.S.

District Employment by State

Annualized %

Alaska
Arizona
California
Hawaii
Idaho
Nevada
Oregon
Utah
Washington
District
us.

Number Employed

(thousands)

May-99

Apr-99

May-98

% Change
From
Previous
Month

Change
From
Previous
Year

2771
2,138.5
13,938.2
530.3
534.6
962.5
1,585.8
1,0475
2,645.9
23,660.4
128,167.0

2715
2,133.6
13,881.7
528.9
536.4
955.5
1,587.0
1,046.0
2,643.9
23,590.5
128,156.0

Seasonally adjusted payroll employment data

2749
2,070.2
13525.6
530.4
520.2
919.4
1,555.7
1,020.3
2,589.8
23,006.5
125,478.0

-1.7
28
5.0
32
-4.0
9.2
-0.9
17
0.9
3.6

0.1

0.8
33
31
0.0
28
a7
19
27
22
28
21

District Employment by Industry

Seasonally adjusted payroll employment data

Annualized %

Number Employed % Change  Change
(thousands) From From

Previous  Previous
May-99 Apr-99 May-98 Month Y ear
Total 23,6604 235905  23,006.5 3.6 28
Mining 744 74.8 78.6 -6.2 -53
Construction 1,266.2 1,252.3 1,176.5 14.2 76
Manufacturing 3,061.0 3,062.1 3,092.0 -04 -1.0
Transportation 1,238.2 1,235.0 1,205.7 3.2 2.7
Trade 5,476.6 5,467.2 5,368.8 21 20
FIRE. 1,370.0 1,367.0 1,3315 27 29
Services 7,293.1 7,254.8 6,967.5 6.5 4.7
Government 3,880.9 3,877.3 3,785.9 11 25

Financial Conditions

Twelfth District commercial banks and thrifts
turned in asolid performancein thefirst quarter.
Aggregate annualized first-quarter return on
average assets (ROAA) for all banks headquar-
tered in the District was 1.4 percent, and return
on equity (ROE) was 14.4 percent. These rates
of return represented significant improvement
over fourth quarter bank profitability, which had
been affected by large one-time expenses, most
of them merger-related, at several large and
medium-sized banks. Compared to the first
quarter of 1998, profit rates were nearly equal.
Profitability for largethriftsheadquarteredinthe
District (those with assets over $1 billion) was a
healthy 1.1 percent, up from fourth-quarter
ROAA, which also had been influenced by
merger-related charges. This nearly matched
first-quarter 1998 results.

Large and small banks headquartered in Califor-
niashowed lower profit ratesthan in the District
as a whole. However, with ROAA at 1.2
percent and ROE at 12.8 percent, higher than the
fourth-quarter’s unusually low rates of return
and essentially the same asin thefirst quarter of
1998, large California bank performance still
was good. In contrast, profitability for small
banks in California was weak, with ROAA at 1
percent and ROE at 8.9 percent, up slightly from
the fourth quarter, but down from the year prior.
A declinein aggregate net interestincomelargely
was responsible, but shrinking fee income also
contributed.

The aggregate capital ratio for banks of all sizes
acrossthe District wasstrongin thefirst quarter.
Asset quality in the District was good, with the
aggregate past-due total loan ratio below the
national average. For California banks overall,
the average past-due total loan ratio was lower
than inthe District asawhole. In contrast, small
banks in California showed a higher past-due
total loan ratiothan for all banksin Californiaand
the District, but lower than in the nation as a
whole.
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I sDistrict High-Tech M anufacturing
ontheRebound?

National indicators of market conditions in the
high-tech manufacturing sector point to the be-
ginning of an industry-wide recovery. Increased
demand for computers, consumer electronics,
and telecommunications products, as well asthe
resurgence of many economies in Asia, are
boosting sales and order growth throughout the
high-tech sector. Although the pickup in market
conditions has yet to generate job growth for
District high-tech manufacturers, the pace of job
contraction has slowed, and national data sug-
gest that output intheindustry isrising. Thusfar,
productivity gains have allowed many firms to
meet production goalswithout boosting payrolls.
However, given the strength of the industry
indicators, high-tech manufacturers likely will
need to increase employment in the near term.

Improved outlook

In 1998, weak East Asian demand for high-tech
goods exacerbated more general excess inven-
tory and capacity problems in high-tech manu-
facturing, restraining revenue and employment
growth throughout the sector. National indica-
tors suggest that demand for high-tech products
has picked up in 1999, eliminating some of the
production imbalancesandimproving the outlook
for makers of computers, semiconductors, and
semiconductor manufacturing equipment.

Computers. Improved economic conditions in
Asia, the development of the “sub-$1000" mar-
ket, Y 2K preparations, and growing interest in
Internet access have boosted demand for com-
puters in recent months. Following significant
slowing in the first half of 1998, real exports of
computers grew by more than 10 percent during
the first quarter of 1999 on a year-earlier basis,
up from about 6 percent growth on the same
basis in the third and fourth quarters of 1998,
though well below the highs of previous years.
Separate industry data on PC unit shipments by
country of destination suggest that sales to East
Asia account for a large part of the recent
increase in computer exports.! Export growth

IPC shipment data come from Gartner Group,
Dataquest, an IT research and consulting firm,

has helped boost the value of computer ship-
ments from U.S. producersin 1999. Estimates
from the Census Bureau show that computer
shipments increased by about 35 percent at an
annual rate between February and April, with the
value of new orders growing even faster.

Semiconductors. The pickup in computer sales
as well as robust demand for telecommunica-
tionsproducts, consumer electronics, and Internet
access has lifted the prospects of U.S. semicon-
ductor makers in 1999. Data from the first
quarter of 1999 show that real U.S. semiconduc-
tor exports grew by 16 percent during the first
guarter of thisyear compared to the same period
ayear earlier. Industry data on semiconductor
sales by world region suggest that much of the
recent pickup owes to growth in sales to Asia.?
Semiconductor salesthrough April 1999 wereup
about 9 percent compared to the same period a
year ago. On the same basis, sales in the
Americas were up 6%z percent, while in Europe,
sales increased by 4% percent. Consistent with
the industry sales information, data from the
Census Bureau show an increase in the value of
shipments of electronic components, including
semiconductors, beginning in the third quarter of
1998. During the same period, growth in new
orders has consistently outpaced shipment
growth.

Semiconductor manufacturing equipment.  In-
creasing capacity utilization in the semiconduc-
tor industry and growing economic strength in
Asiahave boosted capital spending among semi-
conductor manufacturers and improved the out-
look for equipment makers. In January, the
North American Semiconductor Equipment In-
dustry (SEMI) book-to-bill ratio, which mea-
sures the value of new orders to shipments from
U.S. based manufacturers, roseabove 1.0, mean-
ing that the value of new orders was higher than
the value of shipments. As of May, orders
continued to outpace shipments, producing a

http://gartner3.gartnerweb.com/dg/static/about/
press/pr-a001.html.

2Semiconductor sales data were obtained from
the Semiconductor Industry Association: http://
www.semichips.org.
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book-to-bill ratio of 1.24. According to SEMI,
three-month average bookingsincreased to $1.43
billion in May, 4 percent above the April 1999
level and 29 percent above the May 1998 level.

District high-tech manufacturing employment

Recent indicators point to improvement in many
high-tech product markets beginning early this
year. The pickup in market conditions has yet to
generate job growth for District high-tech manu-
facturers, but the pace of job contraction has
slowed. Figure 1 shows quarterly annualized
employment growth in District high-tech manu-
facturing.® District high-tech payrolls continued
to declinethrough May but at amuch slower rate
than previously. During the second half of 1998,
high-tech manufacturing firms reduced jobs at
an average annual pace of 5.8 percent. During
thefirst quarter of thisyear, the pace of contrac-
tion eased substantially and continuedto improve
during thefirst two monthsof 1999Q2. Based on
datafor April and May, high-tech manufacturing
employment is projected to contract by about 1
percent at an annual rate during the second
quarter.

Within the high-tech manufacturing sector, the
improvement has varied by industry (Figure 2).
Makersof computer equipment and related prod-
ucts reduced employment by more than 9 per-
cent at an annual rate during thefourth quarter of
1998. The pace of contraction fell to 4 percent
at annual rateduring 1999Q1, and, based on data
for April and May, high-tech employment is
projected to fall by less than 1 percent in the
second quarter. The pattern among makers of
electronic componentsincluding semiconductors
hasbeen similar. After contracting by morethan
6 percent at annual rate during the fourth quarter

SDatalimitationsmakeit difficult to get acurrent
count of high-tech manufacturing employment.
The definition used here represents a combina-
tion of 2- and 3-digit SIC codes, based on avail-
ability in each state. When possible, high-tech
describes jobs related to the production of com-
puters and peripheral equipment, communica-
tions equipment, electronic components and ac-
cessories including semiconductors, and mea-
suring and controlling devices.

Figure 1: District High-Tech Manufacturing
Employment
(quarterly annualized growth)
Percent
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Note: 99Q2 estimate based on data for April and May 99.

Figure 2: District High-Tech Manufacturing
Employment by Industry
(quarterly annualized growth)
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of 1998, employment has remained virtually flat
during thefirst five months of 1999. In contrast,
the instruments and measurement devices in-
dustry has not experienced the improvements of
other high-tech manufacturers; employment de-
clines averaged 2% percent at an annual rate in
1998Q4 and 1999Q1, and little change is ex-
pected for 1999Q2.

Among District states, the most pronounced
improvements in high-tech manufacturing em-
ployment have occurred in Idaho and Washing-
ton, where high-tech employment increased in
the first quarter of 1999 (Figure 3). High-tech

FEDERAL RESERVE BANK OF SAN FRANCISCO
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Figure 3: High-Tech Manufacturing
Employment by District State
(quarterly annualized growth)
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producers in Arizona and Oregon also have
added jobs; firms boosted payrolls in April and
May, producing a positive estimate of second
guarter growth in these states. In California, the
pace of job loss among high-tech producers
increased in recent months, owing primarily to
employment reductionsin the San Francisco Bay
Area.

California’ s slow employment response relative
to other District states in part owes to the indus-
try make-up of the state’ s high-tech manufactur-
ing sector. A largefraction of California’ shigh-
tech employment is in the instruments and mea-
surement devices industry, which has not expe-
rienced the degree of improvement seen in other
areas of high-tech manufacturing. In addition,
employment growth frequently lags a pickup in
sales and order growth, as firms first boost
employee hours and only later increase employ-
ment. Data on changes in the length of the
workweek for al U.S. manufacturers show a
slight increase in the average workweek for
industry groups in the high-tech sector. In Cali-
fornia, the average workweek in manufacturing
has increased more rapidly than elsewherein the
District.

Recent productivity gains

Anocther factor tempering the responsiveness of
employment growth to market conditions is the
rate of productivity growth. Manufacturing pro-

ductivity growth has surged in recent months,
allowing output to expand without an increasein
employment. Anecdotal evidence and data on
output and hours suggest that the recent increase
in productivity growth has been stronger among
producers of high-tech goods.* Since 1995,
output per hour in the two industries producing
most high-tech products, industrial machinery
and electronic equipment, has grown consider-
ably faster than output per hour for all of manu-
facturing.

Summary

Recent indicators suggest that the business cli-
matefor high-tech producersisimproving. Econo-
mies in Asia have stabilized, strengthening ex-
port demand, and industry-wide measures of
high-tech markets indicate that most of the glo-
bal overcapacity problems have been resolved.
While improving market conditions have yet to
producesolid employment growthintheDistrict’ s
high-tech sector, the pace of job reductions has
eased. In the short-run, productivity gains have
allowed firms to meet production goals without
boosting payrolls. However, the strength of the
industry indicators suggests that high-tech em-
ployment likely will increase in coming quarters.

“Industry data suggest that recent sales and
order growth favors newly minted technologies
with state-of-the-art production facilities. “ State-
of-the-art” increasingly means fewer employ-
ees, as firms attempt to control costsin a period
of low unemployment. As a result, the shift in
product mix of high-tech producers has come
with reduced demand for labor.
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ALASKA, OREGON, AND WASHINGTON

Economic growth in Alaska slowed in recent
months. Nonfarm payroll employment declined
in April and May, pushing theannualized pace of
job growth for 1999 below 1 percent. Recent job
losses increased the state unemployment rate to
6.6 percent in May, a percentage point higher
than the 5.6 percent rate at the end of 1998. In
contrast to earlier in the year when slower job
growth was concentrated in a few resource
based industries, the recent deceleration was
broad based, as the effects of low oil prices and
reduced manufacturing employment began to
spread to other sectors of the economy. Em-
ployment in the construction sector declined
sharply during the two months ending in May,
and as did payrolls in the retail trade, finance,
insurance, and real estate, and transportation
and communications sectors. On net, Alaska's
employers have shed more than 900 jobs since
the first quarter.

Employment in Alaska’s oil and gas extraction
industry has declined considerably this year.
Since December 1998, over 1,500 jobs have
been cut. Low oil prices and the merger of large
producers have resulted in aimost monthly an-
nouncements of job reductions. The merger of
British Petroleum and ARCO is expected to
further reduce employment in the industry.

The pace of economic growth in Oregon slowed
in recent months. Total nonfarm employment

Nonagricultural Payroll Employment

(percent change over year earlier)

May-95 May-96 May-97 May-98 May-99

grew by less than 1 percent at an annua rate
during April and May, well below the 2.7 percent
pace of growth during the first quarter. The
slowdown was broad based, and employment in
some sectors fell. Despite the recent decelera-
tion, the state’s unemployment rate declined to
5.1 percent in May, largely due to reductions in
the state’s labor force.

Reduced East Asian export demand and global
overcapacity problems depressed growth in
Oregon’ shigh-tech manufacturing sector in 1998.
Recent data suggest that the outlook for the high-
tech sector is improving, with the pace of job
reductionsinthestate decelerating. During 1998,
high-tech manufacturing employment in Oregon
declined by 2.6 percent; sincethefirst quarter of
1999, the state’ s high-tech sector has added jobs
at about a 1 percent average annual pace.

Washington’s economy slowed further in re-
cent months, as employment declines in manu-
facturing and sluggish growth in other sectors
offset solid expansions in construction, finance,
insurance, and real estate, and services. Growth
in total payroll employment slowed to about 1
percent at an average annual pace in April and
May, 1Y% percentage points lower than the first
quarter pace.

Similar to the pattern in thefirst quarter, much of
the recent slowdown owed to ongoing employ-
ment reductions at Boeing and its suppliers, as
well as layoffs among computer makers and
producers of lumber and wood products. So far
this year, state manufacturing payrolls have
shrunk at an average annual rate of 4.2 percent.
Despite declining employment in aircraft pro-
duction and slower growth in computer and data
processing employment, the state unemployment
ratefell to 4.5 percent in May, about %2 percent-
age point lower than the average during 1998. In
contrast to other sectors of the state economy,
the construction sector consistently has grown at
a fast pace in 1999; construction payrolls ex-
panded by 6 percent at an annual rate during the
first five months of 1999, boosted by the start of
anumber of new commercial and infrastructure
projects.
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Data are seasonally adjusted three month moving averages Dataare seasonally adjusted three month moving averages
EMPLOYMENT
Annualized % Annualized %
Number Employed % Change  Change Number Employed % Change  Change
(thousands) From From (thousands) From From
Previous ~ Previous Previous  Previous
May-99 Apr-99 May-98 Month Y ear May-99 Apr-99 May-98 Month Y ear
Alaska Washington
Total 2771 2775 2749 -1.7 0.8 Total 26459 26439 2589.8 0.9 22
Mining 9.1 9.4 104 -32.2 -125 Mining 34 33 33 431 3.0
Construction 13.2 144 133 -64.8 -0.8 Construction 1485 147.8 141.7 5.8 48
Manufacturing 14.1 13.2 14.2 120.7 -0.7 Manufacturing 368.0 369.5 381.6 -4.8 -3.6
T.C.P.U. 254 258 25.6 -17.1 -0.8 T.C.P.U. 139.7 139.7 135.6 0.0 3.0
Trade 57.7 57.9 57.0 -4.1 12 Trade 641.6 641.3 622.6 0.6 31
FIL.RE. 12.7 12.7 125 0.0 16 FIL.RE. 1415 140.3 133.9 10.8 5.7
Services 69.7 70.1 68.4 -6.6 19 Services 730.1 7289 707.2 20 32
Government 75.2 740 735 213 23 Government 4731 473.1 463.9 0.0 20
Oregon Unemployment Rates (%)
Total 15858  1587.0 1555.7 -0.9 19
Mining 19 19 17 0.0 11.8 May-99 Apr-99 Mar-99 May-98 Apr-98
Construction 85.1 85.7 814 -8.1 45
Manufacturing 2411 2417 2474 -2.9 -25 Alaska 6.6 59 6.3 5.8 5.6
T.C.P.U. 78.7 783 76.8 6.3 25 Oregon 51 5.3 5.6 5.6 55
Trade 3885 389.9 384.2 -4.2 11 Washington 45 45 46 47 46
FIL.RE. 97.2 97.1 94.9 12 24
Services 4329 431.2 415.0 4.8 4.3 uU.s. 42 43 42 44 43
Government 260.4 261.2 254.3 -3.6 24

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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ARIzoONA, CALIFORNIA, AND HAawAII

Arizona’s economy has been expanding rapidly.
Job growth picked up to about 4 percent at an
average annual pacein April and May. Over the
past twelve months, Arizona' s payroll job count
increased 3.3 percent, making Arizonathefourth
fastest-growing state in the nation over this
period. Many sectors have expanded quickly.
Construction employment is up almost 10 per-
cent over the past twelve months, and job gains
in the finance, insurance, and real estate sector
have been rapid. In contrast, employment in the
manufacturing, government, and business ser-
vices sectors has been relatively flat.

Other economic indicators also show continued
strength in the Arizona economy. As of April,
state individual income tax revenues for the
fiscal year had increased about 9 percent rela-
tiveto ayear earlier. In part, thisreflectsongoing
rapid population growth and the corresponding
increases in the number of tax filers;, about
125,000 returnsfromindividual s'households new
to the state tax system have been filed so far this
year.

California’ spaceof economic growth haspicked
up in recent months. Payroll employment in-
creased at a 3% percent average annual pace in
April and May, up substantially from 2 percentin
thefirst quarter. Much of the recent strength has
been in the construction sector, where the job
count jumped at about a 20 percent average

Nonagricultural Payroll Employment

(percent change over year earlier)

AZ |

May-95 May-96 May-97 May-98 May-99

annual pacein April and May. Also, job growth
in the business services sector has picked up; this
sector includes firms that develop software and
other computer-related business services. Manu-
facturing employment increased at about a 1
percent average annual pace in April and May,
following a noticeable declinein each of the two
preceding quarters. Although jobs continued to
be lost in recent months in the computer and
electronics manufacturing industries, these only
partly offset gainsin other industries, including
apparel and chemical manufacturing.

Thesurgein Californiaconstruction employment
reflects a pickup in both nonresidential and resi-
dential building activity. The Construction Indus-
try Research Board reports that permits for
private nonresidential buildingsin the first four
months of this year were up about 10%% percent
relative to the same period ayear earlier. On this
basis, new housing unit construction is up about
12 percent. Much of the recent pickup in both
nonresidential and residential construction has
been in Southern California.

After years of decline in Hawalii, some recent
indicators suggest that economic growth is re-
suming. Payroll employment increased at a 3
percent average annual pace in April and May,
after edging up in the first quarter. Furthermore,
al of the recent job growth has occurred in the
private sector, whereas in 1997 and 1998 large
declinesin private sector employment were partly
offset by unsustainable increases in state gov-
ernment employment. Among private industries,
recent job gains have been concentrated in visi-
tor-related industries such as air transportation,
retail trade, and hotels.

Visitor traffic to Hawaii ispicking up. In thefirst
three months of this year total visitor arrivals
increased about 1 percent relative to a year
earlier, as a 7% percent jump in U.S. mainland
and other westbound arrivals was partly offset
by a 9% percent drop in Japanese and other
eastbound arrivals.
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Apr-95 Apr-96 Apr-97 Apr-98 Apr-99 Apr-95 Apr-96 Apr-97 Apr-98 Apr-99
Data are seasonally adjusted three month moving averages Data are seasonally adjusted three month moving averages
EMPLOYMENT
Annudized % Annualized %
Number Employed % Change  Change Number Employed % Change Change
(thousands) From From (thousands) From From
Previous  Previous Previous Previous
May-99  Apr-99 May-98 Month Year May-99 Apr-99 May-98 Month Year
Arizona Hawaii
Total 21385 21336  2070.2 28 33 Total 530.3 528.9 530.4 32 0.0
Mining 127 126 130 10.0 -2.3 Mining . . .
Construction 155.4 154.9 1419 39 95 Construction 20.7 206 219 6.0 -5.5
Manufacturing 218.2 2184 216.8 -11 0.6 Manufacturing 16.2 16.2 16.4 0.0 -12
T.CP.U. 106.1 105.8 100.1 35 6.0 T.CP.U. 40.6 404 411 6.1 -12
Trade 516.4 5142 496.6 53 40 Trade 130.9 130.7 132.3 19 -11
FI.RE. 145.0 144.3 139.1 6.0 42 F.I.RE. 35.0 352 355 -6.6 -14
Services 644.8 640.8 623.1 7.8 35 Services 176.2 1744 1720 131 24
Government 339.9 3426 339.6 9.1 0.1 Government 110.7 1114 1112 -7.3 -0.4
California Unemployment Rates (%)
Tota 139382 138817 13525.6 50 31
Mining 236 238 256 -9.6 -7.8 May-99  Apr-99  Mar-99 May-98 Apr-98
Construction 650.0 636.6 591.8 284 9.8
Manufacturing 1951.8 19500 19633 11 -0.6 Arizona 4.7 44 42 43 43
T.CP.U. 712.0 710.2 694.8 31 25 Hawaii 55 55 59 6.4 6.1
Trade 31628 31544 31120 32 16 California 52 5.7 5.8 6.0 5.9
FI.RE. 8119 8112 795.4 10 21
Services 44056 43799 41873 7.3 52 us 42 43 42 44 43
Government 22205 22156 21554 2.7 30

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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|bAHO, NEVADA, AND UTAH

Idaho’s economy contracted in recent months,
although it appears to remain on a solid growth
path inthelonger term. Following sharpjob gains
in late 1998 and early 1999, total nonfarm em-
ployment fell during each of the three months
ending in May. On a 12-month basis, however,
employment was up 2.8 percent in May, and the
latest unemployment rate figure remained low
for the state at 4.9 percent. Among sectors, the
strongest employment growth thisyear has been
recorded by the finance, insurance, and real
estate and state and local government sectors.
In addition, construction employment isup nearly
8 percent over last year, and planned construc-
tion activity remains at a high level.

Some limited signs of recovery are evident in the
state’s durable goods manufacturing sector,
which so far in 1999 has regained about 200 of
the900 jobslostin 1998. Thepickup hasbeen led
by a turnaround among makers of industrial
machinery and continued hiring by electronics
manufacturers. Underlying these gains may be a
sharp rise in the state’ s exports during the first
guarter; they were up 35 to 40 percent above
their value from the same period last year.

Nevada's economy has expanded at a rapid
pace so far in 1999. Following moderate growth
during the first quarter, growth in total nonfarm
employment picked up in April and surged in
May. Employment as of May was 4.7 percent
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above its year-earlier level, which exceeds the
growth rate of 4.3 percent during 1997—-1998.
Among major sectors, the pickup has been most
noticeablein the government sector, with asurge
in state and local government hiring evident in
Las Vegas. On the other hand, construction
employment hasfallen abitin 1999, with gainsin
Las Vegas and Reno offset by losses elsewhere
in the state.

Employment gainsin the state’ shotel and amuse-
ment sector were strong during the first five
months of the year. Following the opening of two
large new casinos in Las Vegas last year, the
industry has done very well in 1999; relative to
the sameperiod in 1998, the state’ sgross gaming
win was up by a double-digit amount during the
first quarter. In Reno, gaming had been weak
during recent years, but several casino pur-
chases, planned renovations, and reopeningshave
improved the outlook there.

Utah’s economy has been growing at a strong
and steady pace. Growth in total nonfarm payraoll
employment averaged 2.9 percent on an annual
basis during the three months ending in May,
which is very close to the 2.7 percent pace for
the past 12 months. Steady growth has helped to
keep the state unemployment rate near or below
3Y percent for several years, and as of May it
stood at 3.2 percent. By sector, the largest job
gains have been recorded in retail trade, which
has picked up substantially following nearly flat
performance in 1998, and in the services sector,
with the exception of job losses at hotels.

The state’'s durable manufacturing sector re-
mains hampered by weak conditions for interna-
tional trade. A major steel manufacturer in Utah
has been especially hard hit, and the primary
metal industry overall has shed jobs at a rapid
pace in 1998 and 1999. The electronics and
transportation equipment manufacturing sectors
also have shrunk on net this year, with only a
partial offset coming from gainsin thefabricated
metals and industrial machinery sectors. About
600 durable manufacturing jobs have been lost
this year, probably due in part to a continued
decline in the state’s exports during the first
quarter.
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CONSTRUCTION

Non-Residential Construction Awards Residential Construction Permits
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EMPLOYMENT

Annuadlized % Annualized %
Number Employed % Change Change Number Employed % Change  Change
(thousands) From From (thousands) From From
Previous Previous Previous Previous
May-99  Apr-99 May-98 Month Year May-99  Apr-99 May-98 Month Y ear
Idaho Utah
Total 5346 5364 5202 -4.0 2.8 Total 10475 10460 10203 17 2.7
Mining 28 29 3.0 -34.4 -6.7 Mining 7.8 77 81 16.7 -3.7
Construction 343 339 319 15.1 75 Construction 723 716 67.1 124 7.7
Manufacturing 754 76.7 76.5 -185 -1.4 Manufacturing 1336 1341 13338 -4.4 -0.1
T.CP.U. 26.1 26.3 254 -8.8 2.8 T.CPU. 60.4 59.8 58.3 12.7 36
Trade 1339 1349 1325 -85 11 Trade 247.0 247.0 2431 0.0 16
FILRE. 238 239 224 -4.9 6.3 FILRE. 57.7 57.2 54.8 11.0 53
Services 1328 1329 126.3 -0.9 51 Services 290.9 290.9 279.3 0.0 42
Government 1055 104.9 102.2 71 32 Government 177.8 1777 1758 0.7 11
Nevada Unemployment Rates (%)
Total 9625 9555 9194 9.2 4.7
Mining 131 132 135 -8.7 -3.0 May-99  Apr-99 Mar-99  May-98 Apr-98
Construction 86.7 86.8 85.5 -1.4 14
Manufacturing 42.6 423 420 89 14 Idaho 49 4.7 4.7 49 5.0
T.CPU. 49.2 48.7 48.0 13.0 25 Nevada 43 41 38 4.7 48
Trade 197.8 196.9 1885 5.6 49 Utah 32 3.0 34 39 4.0
FILRE. 452 451 43.0 2.7 51
Services 4101 4057 3889 138 55 Us. 42 43 42 44 43
Government 117.8 116.8 110.0 10.8 71

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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