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Executive Summary

The Twelfth District’s economic expansion
gained momentumin recent months. Follow-
ing moderate growth in the first quarter,
total nonfarm employment grew by 2.8 per-
cent on an annual basis between March and
August.

Strong employment growth this year has
reduced the District unemployment rate to
4.9 percent in August, the lowest ratein over
20 years. Thetight labor market isreflected
in an upward trend in compensation costs.

California’ seconomy hasgrown at a strong
pace this year. Growth has been most rapid
in the construction industry, where empl oy-
ment and output gains have outpaced their
performance in other District states.

Among other states, growth picked up re-
cently in Washington, Nevada, and Hawalii
and remained rapid in Arizona, but it has
become more modest in Idaho, Oregon, and
Alaska.

High-tech manufacturing remains the pri-
mary weak spot for the District economy,
with substantial ongoing job losses in com-
puter-related and aerospace manufactur-
ing. However, inthe key states of California
and Washington, this weakness has been
offset by strong growth in high-tech ser-
vices.

District Update

Following dight dowing early in the year, the
Twelfth District’s economic expansion gained
momentum in recent months. Tota nonfarm pay-
roll employment grew 2 percent on an annual basis
during the first quarter; for the five months from
March to August, the growth rateincreased to 2.8
percent. Moreover, after remaining nearly con-
stant in 1998, the District unemployment rate re-
sumed its decline this year. The latest figure was
4.9 percent, which represents the lowest unem-
ployment rateinthe Twelfth District sincetheU.S.
Bureau of Labor Statistics (BL S) began publishing
state-level unemployment ratesin 1978.

Cdlifornia’s powerful expansion isthe key engine
driving the District economy, with employment in
the state growing by 3 percent on an annua basis
since the first quarter. The state unemployment
rate hasfallen substantially thisyear; as of August
it was 5.1 percent, 0.8 percentage point below its
December 1998 level. Job gains have been most
rapid in the construction sector. California's ex-
pansion has drawn residents and business activity
from other states, including thosein the Digtrict; as
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aresult, residential and nonresidential construction
activity have expanded morethisyear in Cdifornia
than in other District states.

Among other states, the Washington state economy
has exhibited substantia strength recently, despite
extensivejoblossesinthe state’ saircraft manufac-
turing industry. Nevada s expansion has acceler-
ated, spurred by further development inthegaming
industry throughout the state; Arizona has contin-
ued itsrapid popul ation-based expansion; and even
the Hawaiian economy has shown signs of re-
newed life this year. In contrast, growth has be-
come more modest in Idaho, Oregon, and Alaska.

The manufacturing sector, especialy high tech,
remains the primary weak spot for the Digtrict
economy. In Cdlifornia, a substantial number of
computer manufacturing jobsin the San Francisco
Bay Areaand aerospace jobs in Southern Califor-
nia have been lost since early 1998. Washington
dtate haslost nearly 15,000 aircraft manufacturing

District Employment by Industry
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jobsthisyear aone, with morelossesontheway as
Boeing proceeds with planned output reductions
and job cuts. Since the manufacturing employment
pesk in May 1998, the Digtrict has lost nearly
40,000 manufacturing jobs. Underlying these prob-
lemsiswesk international demand, which also has
plagued the resource-extraction industries (gold
and oil) and the agricultural sector in severa Dis-
trict states. Despite these concerns, employment
and income growth remains strong overal, duein
large part to rapid expansion in the services sector.

Financial conditions

Performance measures for Twelfth District com-
mercial banks were stellar in the second quarter,
but thrift profitability was off dightly. Annualized
second-quarter return on average assets (ROAA)
for al banks headquartered in the District was 1.6
percent and return on equity (ROE) was 16.4
percent. These are the highest rates of return in
three years. In contrast, ROAA for large thrifts
headquartered in the District (those with assets
over $1 hillion) was 1 percent; athough respect-
able, thisisdown dightly from the previous quarter
and the year prior.

Large and small banks headquartered in California
showed lower profit ratesthan banksinthe District
asawhole. Performance of large Californiabanks
remained solid; their ROAA of 1.3 percent and
ROE of 13.9 percent represent improvement over
the previous quarter and the previous year. In
contrast, second-quarter profitability for small banks
inCaliforniawaswesak, with ROAA of 0.9 percent
and ROE of 8.4 percent; these matched the first
quarter figures but fell below those from the year
prior. A decline in aggregate net interest income
largely was responsible for the falloff from ayear
ago, but shrinking fee income aso contributed.

Capitdization and loan quality generally weregood
throughout the Digtrict, but past-due ratiosin some
categories have been climbing. The aggregate
capita ratio for District banks of al sizes was
strong in the second quarter, and the aggregate
past-dueratiofor total loanswasbelow thenational
average. In addition, the District’s past-due ratio
for total loans has been declining due to improve-
ments in the quality of red estate and consumer
loans. Incontrast, past-dueratiosareupfor agricul-
tural loans and, to a lesser degree, for business
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loans in the Digtrict, as well as in the nation as a
whole. For California banks overal, the second
quarter’ saverage past-dueratiofor total loanswas
lower than for the District as awhole, but similar
trends in loan quality were evident. The past-due
ratiofor total loansat smdl banksin Californiawas
higher than that for al banksin Cdiforniaand the
District but lower thanthat for al banksinthenation
asawhole. A recent decline in the past-due ratio
for real estateloansmadeby small Californiabanks
is particularly notable.

Prospectsfor the District expansion

The Twelfth Didgtrict’s economic expansion has
moderated a bit this year. Measured employment
growth has been slower than in past years, with
weakness in the durable manufacturing sector
(especidly high-tech and aerospace) being the
main source of restraint. The slowdown has been
very minor, however, with the manufacturing sl ow-
down offset by substantia strength in high-tech
services and other industries. Labor markets in
most areasof theDistrict aretight, and construction
activity in the Didtrict remains at high levels.

The high-tech and aerospace sectors

The high-tech manufacturing and aerospace sec-
tors had been akey source of rapid job, output, and
income gains during the Twelfth Digtrict’s pro-
longed expansion. During 1998, however, expan-
sion in both sectors was held down by weak
international demand conditions. These conditions
have become less severe this year but have not
been reversed.

Figure 1 shows employment growth in the four

industry subsectorsthat congtitute the bulk of high-

tech manufacturing in California. Following the

sharp dowdownin 1998, makers of computersand

office equipment have continued to shed jobs this
year. Although aturnaround is evident for makers
of electronic components and accessories, includ-

ing seminconductors—empl oyment grew by about

2 percent on an annua basis during the first 8
monthsof 1999—asof August 1999 employmentin

this sector was 4,500 jobs below its February 1998
peak of about 162,000 jobs. Similar trends are
evident in theseindustriesin Oregon and Washing-

ton.

Figurel
High-Tech Employment Growth in California
(Year-over-Year Percent Change)
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In other high-tech manufacturing segments, em-
ployment in the communi cations equipment manu-
facturing sector hasbeen declining sincemid-1997,
and, following solid growth in 1996-97, employ-
ment among makers of instruments and related
products has been falling since mid-1998 (Figure
1). Although the communi cations equipment indus-
try has benefited from rapidly growing demand for
Internet connectivity, rapid productivity gainsinthis
sector have served to increase output substantially
without corresponding rapid increases in employ-
ment. Withintheinstrumentssector, akey subsector,
search and navigation equipment, has been ham-
pered by weak conditions in the aerospace indus-
try.

The recent declinein District aerospace manufac-
turing activity is reflected in the employment data
(Figure 2). The aircraft and parts sector in Wash-
ington has been shedding jobssince early 1998, and
the decline in Cdifornia's aerospace sector re-
sumedinmid-1998. Underlying thelossesin Wash-
ington state and California are cutbacksin produc-
tionat Boeing Aircraft (whichacquiredMcDonnell-
Douglas and its extensive operations in Southern
Cdliforniainlate 1997). Since February 1998, when
Boeing employment stood at 238,600, attrition and
layoffs have eiminated 34,800 jobs (as of Septem-
ber 1999); thetargeted cutback is53,000jobsby the
end of 2000. Most of the cuts so far have been in
Washington state, where Boeing employment has
been reduced by nearly 20 percent since the early
1998 peak. The company has been cutting jobs in
Cdlifornia at a dower pace thus far: 4,000 jobs,
about 11 percent of Boeing employment in the
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Figure2
Aerospace M anufacturing Employment Growth in
California, Washington, and Arizona

(Year-over-Y ear Percent Change)
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* Aircraft only; effect of 1995 Boeing strike eliminated

state, have been eliminated. However, this pace
accelerated recently, with 1,100 jobs eiminated in
September aone. In contrast, employment in
Arizona's aerospace sector has grown by 4
percent over the past twelve months, although the
number of new jobs created there is small com-
pared to losses in Southern Cdifornia and Wash-
ington.

Weak export performancewasakey factor under-
lying District manufacturing cutbacksin 1998. Ex-
port performance has improved a bit this year in
Cdlifornia. For thefirst half of 1999, state exports
declined more dowly than they did in 1998. The
state’ sEast Asian export performance stabilized in
thefirst half of thisyear, with adight increase over
last year’ sdepressed level. Thiswasoffset largely
by adrop in exports to Western Europe. By com-
modity group the most noticeable improvement
wasin theindustria and electrica machinery sec-
tors, which consist largely of computers and semi-
conductors.

In Washington state, exports were about the same
during the first seven months of this year as they
were during the same period last year, following
sharp growth during the past severa years (includ-
ing 1998). The state' sexports primarily are Boeing
aircraft, for which foreign orders have declined.
Exports from District states other than California
and Washington are up about 10 percent for the
first seven months of this year, but combined they
contributeonly about 15 percent of District exports.
Overdl, in the near term exports of manufactured

goodswill not providethestrongimpetusfor growth
in the Didtrict that they provided prior t01998.

In contrast to high-tech manufacturing, computer-
related servicesremain abright spot for the District
economy. Torrid expansion in the computer and
data processing services industry has been offset-
ting job losses in high-tech manufacturing and
keeping the Silicon Valley and Seattle-area econo-
mies hedthy. In Cdifornia, employment in this
sector has been growing in excess of 10 percent
annually inrecent years, and the growth rate of this
industry in Washington state has fallen below 10
percent but remainsrapid. Asof thefirst quarter of
1999, this sector accounted for 267,000 jobs in
Cadlifornia, which exceedsthe number of jobsinthe
state’'s computer-related manufacturing sectors
(computer and office equipment, electronic com-
ponents and accessories). Moreover, wagesin the
computer services sector are very high, and sub-
stantial wealth creation is associated with the in-
vestment value of firmsin this sector.

Labor market developments

The labor market has tightened further on net this
year in the Didtrict, athough the degree of labor
market tightnessvariesacrossstatesintheDistrict.
The unemployment rate in the District outside of
California had been tracking the national rate but
has been abit aboveit sincelate 1997, with adight
upward drift (0.2 percentage point) sincethebegin-
ning of thisyear. Theunemployment ratein Califor-
niahasbeenwell abovethenationa ratethroughout
the decade. With the exception of 1998, however,
when the state unemployment rate was largely
unchanged, this gap has been faling substantialy.
During the first eight months of this year, the
California unemployment rate fell by 0.8 percent-
age point; as of August, it was 5.1 percent, 0.9
percentage point above the nationa rate. For the
Digtrict as awhole, the unemployment rate fell by
half apoint during the sameperiod; theratewas4.9
percentin August, thefirst reading bel ow 5 percent
since the BLS began publishing state unemploy-
ment ratesin 1978.

Employment costinflationinthewestern part of the
U.S. indicates substantial wage pressures associ-
ated with low unemployment inthe District (Figure
3). Sincethe middle of 1998, therate of increasein
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Figure3
ECI Changefor U.S. & West Region
(Year-over-Year Percent Change)
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the Employment Cost Index (ECI) for the West
region hasexceeded that for the U.S. ECI, for both
the total compensation and wage and salary ECI
measures.! Yearly growth in wage and salary
costs in the West peaked at over 5 percent in the
fourth quarter of last year. Although al of the
measures have come down this year, an upward
trend is evident over the longer term.

Housing and real estate

High levels of construction activity continue to be
an important feature of the current expansion.
Figure4 showsthemonthly valueof new residential
and nonresidential construction permitsrecordedin
the Didtrict. Each has grown substantialy over the
past six years.? However, nonresidential construc-
tion plans have leveled-off thisyear. Thisisdueto
adowdown in states other than California; in that
state, nonresidential permitsare up about 7 percent
this year. For the District as a whole, residential
permitsfor thefirst eight months of 1999 are up by
11 percent (relative to the same period in 1998).

Regarding residential real estate sales, the rates of
home sales and price appreciation remain rapid in
most areas of the District, but they have slowed
somewhat this year. According to the California

1 The West region includes the Twelfth District plus Colo-
rado, Montana, New Mexico, and Wyoming. Theunemploy-
ment rate for this region was 4.8 percent as of August 1999.

2 The number of new housing permitsinthe District remains
low compared to the pre-1990 peak, primarily due to much
lower levelsin Californiacomparedtothat state’ s1980s peak.

Figure4
District Residential & Nonresidential Permit Values
(Annual Totals)
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Association of Realtors, the median sales pricefor
single-family detached homesin the San Francisco
Bay Areaasof July wasabout 15 percent aboveits
level from ayear earlier. However, the July price
appreciation figure for the state of Californiaasa
whole was in single digits after being in double-
digits earlier this year, and the rate of growth of
home sales in the state is dower this year than it
was last year. Similar dowing in sales growth and
price appreciation is evident in severa other Dis-
trict states (based on figures through the second
guarter fromthe National Association of Realtors).

Conclusion

Although the District’s high-tech manufacturing
sector remains aweak spot, the District expansion
showsonly limited signsof dowing thisyear. Rapid
expansion by high-tech serviceprovidershasoffset
therestraining effectsof thehigh-techmanufactur-
ing lowdown, especialy in the San Francisco Bay
Areaand the Seattle area. Labor marketsaretight,
and a pronounced upward trend in compensation
costsis evident in the Twelfth District and nearby
states. Real estate markets have cooled a bit, but
continued robust activity in the residential and
nonresidential sectors indicate substantial confi-
dence on the part of businesses and households in
the District.
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ALaskA, OREGON, AND WASHINGTON

Economic growthin Alaskahasbeen upand down
in recent monthsbut dow overdl. Solidjob gainsin
July and August exactly offset losses in June,
leavingtotal nonfarm payroll employment unchanged
for the period. Payroll employment has grown by
less than 1 percent on an annual basis so far this
year, morethan a percentage point slower than the
growth rate in 1998. Slower job growth this year
has loosened the state’ s labor market. As of Au-
gust the unemployment rate was 6.1 percent, up
from 5.6 percent at the end of last year.

Employment growth during July and August owed
amost entirely tojob gainsinthemanufacturingand
transportation sectors. In the manufacturing sec-
tor, excellent salmon harvestsand higher pricesfor
samon boosted payrolls among seafood proces-
sors, particularly those in Southeast Alaska and
Prince William Sound. Employment growth in the
transportation sector was spurred by rapid growth
in state exports. In contrast, payrolls in Alaska's
two largest sectors, natural-resource extraction
and government, continued to contract in recent
months, held down by sustained weakness in oil
prices.

Oregon’s economy grew modestly on net in re-
cent months. Total nonfarm payroll employment
grew just under 1 percent on an annual basisduring
the three months ending in August, dightly below
the pace for 1999 thus far. During the past twelve
months, thetotal job count grew 1.8 percent, about

Nonagricultural Payroll Employment
(percent change over year earlier)
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equal to the growth rate in 1998. The state unem-
ployment rate has been stable in 1999, hovering
around 5%z percent sincelatelast year. Overal, the
Oregon economy appearsto bein aholding pattern
this year, with job gains in the service-producing
sectorsoffsetting | ossesin manufacturing and con-
struction and generating modest gains in the total
job count.

Despite tentative signs of improvement earlier this
year, Oregon’s high-tech manufacturing sector
shed jobs in recent months. Employment among
makers of computers and office equipment con-
tracted by nearly 18 percent at an annual rate
during the three months ending in August, more
than offsetting small job gains among makers of
€l ectronicand el ectrical equipment. Together, these
sectorshavediminated about 2,300jobssinceearly
1998, about 5 percent of their combinedworkforces.

Economic growthinWashington picked updightly
in recent months. Payroll employment grew by 2.7
percent at an annua rate during the three months
ending in August, more than a percentage point
faster than the growth rate during the first half of
theyear. Therecent pickupisduetorapidjob gains
in the state’ s construction industry, aswell as solid
growthintheservicesand trade sectors. Construc-
tion employment grew 8.6 percent on an annua
basi s between May and August, boosted by strong
demand for new housing, residential and commer-
cial remoddling, and industrial development. In the
services sector, computer and data processing
employment surged in recent months, putting that
subsector on track to exceed its 1998 pace of
expansion. In contrast, Washington’ s manufactur-
ing sector remained wesak, as extensive job losses
at Boeing were reinforced by job cuts in other
durable and nondurable manufacturing sectors.

Despite the loss of thousands of manufacturing
jobs, Washington’ s economy has shown surprising
resilience this year. The state' s success liesin its
decreasing dependence on manufacturing in gen-
eral and Boeing in particular. The share of aircraft
production in total employment fell from 5% per-
cent in 1990 to 3v2 percent currently, and the ratio
of aircraft jobs to computer services jobs now is
less than 2-to-1, compared to 8-to-1 in 1990.

FEDERAL RESERVE BANK OF SAN FRANCISCO



SEPTEMBER 1999 WESTERN ECONOMIC DEVELOPMENTS

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
Aug-90 _ul-9o Algo8 Month Yo JAug90  Jul-99  Aug-08 Month Year
Alaska Washington
Totd 277.3 276.7 2755 26 0.7 Tota 26625 2657.8 26125 21 19
Mining 8.6 87 104 -13.0 -17.3 Mining 33 34 34 -30.1 -2.9
Construction 13.2 133 131 -8.7 0.8 Construction 1515 151.7 143.0 -1.6 59
Manufacturing 153 14.4 14.4 107.0 6.3 Manufacturing 362.6 364.1 380.4 -4.8 -47
T.CPU. 27.0 26.2 25.9 435 4.2 T.C.RP.U. 1412 141.2 137.1 0.0 3.0
Trade 57.7 57.5 57.0 43 1.2 Trade 645.9 643.5 627.8 4.6 29
F.I.R.E. 12.9 12.9 12.6 0.0 24 F.I.R.E. 141.6 140.6 136.6 8.9 37
Services 70.0 70.3 68.8 -5.0 1.7 Services 738.6 736.5 714.7 35 33
Government 72.6 734 733 -12.3 -1.0 Government 477.8 476.8 4695 25 18
Oregon Unemployment Rates (%)
Tota 1587.3  1589.9 1559.5 -19 1.8
Mining 20 20 18 0.0 111 Aug-99  Jul-99  Jun-99 Aug-98 Jul-98
Construction 835 834 825 14 1.2
Manufacturing 239.2 2385 243.2 36 -1.6 Alaska 6.1 6.0 6.2 5.6 57
T.CPU. 81.0 79.9 76.1 17.8 6.4 Oregon 57 55 55 57 56
Trade 386.4 387.8 384.2 -4.2 0.6 Washington 47 48 48 48 48
F.I.R.E. 97.1 97.1 95.5 0.0 1.7
Services 432.5 434.2 420.2 -4.6 2.9 us. 42 43 43 45 45
Government 265.6 267.0 256.0 -6.1 3.8

Unemployment rates are from the household employment survey, al other data are for nonagricultural payroll employment.
All data are seasonally adjusted.
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ARIzoNA, CALIFORNIA, AND HawAIl

The paceof economic growthinArizonaremained
strong in recent months. Payroll employment grew
by about 2% percent at an annud rate in July and
Augusgt, following arapid increase of 5%z percent at
an annual rate in the second quarter. Almost al of
the jobs added to Arizona payrolls so far this year
have been in the service-producing industries, par-
ticularly in localy oriented industries such asretall
tradeandfinance, insurance, andreal estate. Growth
in construction employment also has been rapid
throughout theyear. In contrast, the Arizonamanu-
facturing sector has contracted dightly this year,
owing primarily to job cuts by e ectronic equipment
manufacturers.

Much of the strength in construction employment
derives from large gains in residential building
activity thisyear. |ssuance of residential construc-
tion permits jumped in the first quarter to a level
about 20 percent above the same period a year
earlier and since then has remained at elevated
levels. Demand for homes has remained strong; so
far thisyear sales of existing homesare up sharply
relativeto last year, and the median sales pricefor
homes in Phoenix increased more than 5 percent.

California’s powerful economic expansion has
continued thisyear. Payroll employment increased
by about 2% percent on an annual basisin July and
August, following a 3%z percent rise in the second
quarter. Job growth has been particularly strong in
the real estate and construction industries and in

Nonagricultural Payroll Employment
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business services, which includes software devel -
opment. Privatesector job growth hasbeen attract-
ing new residents to the state, increasing both the
demand for housing and the demand for govern-
ment servicessuch as public education. Thestrong
economy andrising popul ation haveincreased state
and local government’ s fiscal capacity for provid-
ing these services, and state and local government
expenditures have increased accordingly. During
the past severa years, public sector job growth has
been concentrated in school teacher hiring. This
year, local education payrolls again have posted
strong gains, and growth in state government edu-
cation and other state jobs also picked up.

Therecent public school hiring hasbeen distributed
throughout the state, roughly in proportion to each
region’ sshareof state population. For example, the
Los Angeles Area accounted for almost one-half
of thegrowth inloca government education jobsin
the state in recent years, reflecting its dominant
share of state population and school children. In
contrast, theL osAngelesAreahascaptured fewer
of therecent additionsto state government payrolls
than Sacramento, which is the state capital.

Economic conditions in Hawaii have improved
dightly. Payroll employment increased by 1v2 per-
cent on an annua basisin July and August, follow-
ing a 242 percent gain in the second quarter.
However, the recent employment growth largely
wasconfined to the state government sector, which
cannot be the sole source of sustainable growth.
Among private industries, strong growth in busi-
ness services jobs has been one of the few bright
spots.

Tourism-related employment at hotels and retail
trade establishments has posted only dight gains
this year, athough this represents improvement
compared to the losses posted during the past
severa years. In the first seven months of 1999,
overdl vistor arrivals to Hawaii showed a small
increase of 1 percent relative to the same period a
year earlier. A 6 percent increase in arrivals of
persons traveling westbound (primarily from the
U.S. mainland) largely was offset by a 7 percent
drop in arrivals of persons traveling eastbound
(primarily from Japan).
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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
Aug-99  Jul-99  Aug-98 Month Year Aug-99  Jul-99  Aug-98 Month Year
Arizona Hawaii
Tota 2163.1 21622  2091.0 05 34 Tota 532.0 529.4 531.2 6.1 0.2
Mining 10.0 104 12.8 -37.5 -21.9 Mining . . . .
Construction 158.8 158.0 145.2 6.2 94 Construction 19.8 20.2 213 -21.3 -7.0
Manufacturing 218.1 2181 2174 0.0 0.3 Manufacturing 16.1 16.1 16.2 0.0 -0.6
T.C.PU. 106.5 105.9 1014 7.0 5.0 T.CP.U. 405 403 411 6.1 -1.5
Trade 520.7 517.4 502.5 79 36 Trade 130.8 130.0 131.8 7.6 -0.8
F.I.RE. 147.1 146.2 141.4 7.6 40 F.I.R.E. 349 349 355 0.0 -1.7
Services 653.2 651.3 634.5 3.6 29 Services 174.9 175.6 172.7 -4.7 13
Government 348.7 354.9 335.8 -19.1 38 Government 115.0 112.3 112.6 33.0 2.1
California Unemployment Rates (%)
Tota 140255 139771 136484 42 28
Mining 23.8 237 252 5.2 -5.6 Aug-99  Jul-99  Jun-99 Aug-98 Jul-98
Construction 662.6 661.7 612.0 16 83
Manufacturing 19476 19450  1964.6 16 -0.9 Arizona 45 4.4 4.3 4.2 41
T.CP.U. 719.7 7175 695.0 37 36 Hawaii 53 5.4 5.6 6.2 6.3
Trade 3184.0 31680 31355 6.2 15 Cadlifornia 51 5.3 54 5.9 5.9
F.I.RE. 814.8 8126 803.6 33 14
Services 4441.7 4426.5 42457 4.2 4.6 U.S. 4.2 4.3 43 45 45
Government 22313 22221 21668 51 30

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

Idaho’s rate of economic growth has been slow-

ing. Tota nonfarm employment fell by nearly 2
percent on an annua basis during the second
guarter, and the pace of job lossaccelerated abit in

July and August. Thusfar in 1999, employment is
down about 0.5 percent, athough the year-over-

year tally is up 1.5 percent due to a very strong
showinginlate1998. Joblossesthisyear havebeen
most pronounced in the services, trade, and con-

struction sectors. Accompanying these job losses,
however, have been declinesinthes ze of thelabor

force; as aresult, the unemployment rate was 4.9
percent in August, equa to the rate at the end of

1998.

High-tech production remains a bright spot for the
state economy. In contrast to the loss of high-tech
manufacturing jobsin other District states, employ-
ment in Idaho’s electronics sector expanded at a
solid pace last year and a vigorous pace so far in
1999. Mogt of the state' s high-tech manufacturing
and service activity has centered around Boise,
where semiconductor industry leader Micron is
headquartered. High-tech manufacturing and ser-
vice activity also have grown in Pocatello and in
North Central Idaho, the latter associated with a
business technology development center at the
University of Idaho in Moscow.

Nevada’s rapid economic expansion has gained
additional momentum this year. The pace of total
nonfarm job growth steadily increased from about

Nonagricultural Payroll Employment

(percent change over year earlier)
9.0T

0.0 t t + J
Aug-95 Aug-9%6 Aug-97 Aug-98 Aug-99

2% percent on an annua basis during the first
quarter to about 10 percent on averagein July and
August. Growth in most major sectors has picked
up thisyear. The key exception isthe construction
industry; athough construction employment surged
in July, the pace of growth is below that of past
years, and plans for new residential and nonresi-
dentia construction have declined somewhat from
very high levels. Despite the pickup in overdl
employment growth, the unemployment rate has
been stable, hovering around 4 percent for most of
the year.

The hotel, gaming, and recreation sector remains
the primary fuel for the state’s hot economy,
creating 9,000 new jobsthisyear and expanding at
an annual rate of about 6 percent. Although em-
ployment growth in this sector has been fastest
outside of Las Vegas, the opening of the Paris-Las
Vegasresort on September 1islikely to produce a
surge in Las Vegas that month. Growth in gaming
revenue and taxable retail sales has been most
rapidin LasVegas, and gaming winfor the state as
awhole has grown at its fastest rate since 1994.

Utah’ s economy has been growing at asolid pace.
For the first eight months of 1999, total nonfarm
employment grew by 2.5 percent on an annual
basis, exactly equal to the year-over-year growth
rate; the pace picked up a bit in July and August.
Popul ation-dependent industries such as services,
trade, and finance, insurance, and real estate have
been expanding most rapidly. Following nearly flat
performance last year, employment growth in the
retail trade sector has rebounded this year, as
commercia development and consumer spending
have expanded. Despite these sources of strength,
Utah' srate of overall job growth has not been this
dow since early 1992. Labor force growth has
dowed thisyear aswell, holding the unemployment
rate just below 3Y2 percent in recent months.

According to a recent report from the American
Electronics Association, Utah ranked seventh
among al states in high-tech employment growth
between 1990 and 1997. Some of these gains,
however, have eroded. Employment in the state’s
electronics manufacturing sector declined by 2%
percent last year and nearly 4 percent on an annual
basis thus far in 1999.
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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
Aug-99  Jul-99  Aug-98 Month Year Aug-99  Jul-99  Aug-98 Month Year
Idaho Utah
Total 530.9 531.9 523.2 -22 15 Total 1054.0 1053.0 1027.9 11 25
Mining 2.9 2.9 30 0.0 -3.3 Mining 7.6 7.8 8.0 -26.8 -5.0
Construction 33.7 33.6 328 36 2.7 Construction 73.4 734 68.7 0.0 6.8
Manufacturing 76.6 76.5 75.9 16 0.9 Manufacturing 133.9 134.3 1336 -35 0.2
T.CPU. 26.1 26.3 259 -88 0.8 T.CP.U. 59.9 59.8 59.1 20 14
Trade 133.1 133.5 1329 -35 0.2 Trade 249.3 248.7 2434 29 24
F.I.RE. 23.8 23.7 230 52 35 F.I.RE. 58.9 58.7 56.2 42 4.8
Services 128.5 129.2 126.9 -6.3 13 Services 292.5 2919 2814 25 39
Government 106.2 106.2 102.8 0.0 33 Government 178.5 1784 1775 0.7 0.6
Nevada Unemployment Rates (%)
Total 979.0 969.9 931.9 11.9 5.1
Mining 11.9 12.2 132 -25.8 -9.8 Aug-99  Jul-99  Jun-99 Aug-98 Jul-98
Construction 88.7 88.4 86.6 41 24
Manufacturing 43.3 43.0 24 8.7 21 Idaho 4.9 5.0 53 49 50
T.CP.U. 50.5 50.0 479 12.7 5.4 Nevada 4.2 38 42 42 44
Trade 201.8 200.1 190.5 10.7 59 Utah 34 34 34 38 4.0
F.I.RE. 45.8 45.6 436 54 5.0
Services 420.0 413.4 394.6 20.9 6.4 U.S. 4.2 43 43 45 45
Government 117.0 117.2 1131 -20 34

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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