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Summary of Current Hawaii Economic Conditions

Some Good News:

e General fund tax revenue was up 5.9% during first 5 months of FY
2020, while the average annual growth rate for the last 20 years
was 4.5%

* Initial unemployment claims decreased 4.9% in 2019

* Air seats will increase 6.4% during first half of 2020
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Summary of Current Hawaii Economic Conditions

Challenges:

e Population decreased three years in a row, lost 12,000 people from the 2016 level

e Labor force and employment decreased by 2.2% and 2.5%, respectively during first 11 months
of 2019

* Unemployment rate ranked the 6t lowest during first 11 months of 2019, was lowest in 2017
& 2018

* Non-ag Payroll job grew only 0.5% during first 11 months of 2019, was 1.7% at the same time
last year

e Visitor spending grew only 0.5% during first 11 months of 2019, negative growth rate if
adjusting for inflation

e Construction industry is weakening with value of private building permits flat during the first
11 months of 2019, and number of residential units authorized decreased 26.3% during the
same period
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The U.S. and World Economies
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U.S. business cycles reference dates

Expansion
Peak Months
October 1945 (V) November 1948(IV) 37
October 1949 (1V) July 1953(lII) 45
May 1954 (1) August 1957(I1) 39
April 1958 (I1) April 1960(11) 24
February 1961 (I) December 1969(1V) 106
November 1970 (IV) November 1973(IV) 36
March 1975 (1) January 1980(l) 58
July 1980 (1) July 1981(l1I) 12
November 1982 (IV) July 1990(II) 92
March 1991 (1) March 2001(l) 120
November 2001 (IV) December 2007(1V) 73
June 2009 (I1) As of January 2020 127
Average Expansion, 1945-2009 (11 cycles) 58.4 Plosoach

. EconOmic
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Presenter
Presentation Notes
Stock market indicators show big volatility in 2018 and 2019 caused by the trade war, the interest rate hike, and the worries about the economic recession.  Stock market reached record highs in 2019.
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Presenter
Presentation Notes
US Leading Economic Indicator indicates the future 6 month growth of economic activity including housing permits (1 to 4 units), initial unemployment insurance claims, manufacturing production, and the interest rate spread between the 10-year Treasury bond and the 3-month Treasury bill.

The index shows a decrease but not very significant.

% change of coincident index, 2007=100


The inverse of the yield curve: 10 year- 2 year

FRED g — 10-Year Treasury Constant Maturity Minus 2-Year Treasury Constant Maturity
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The inverse of the yield curve: 10 year-3 month

FRED .4/ — 10-vear Treasury Constant Maturity Minus 3-Month Treasury Constant Maturity
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Most of the world economies will have slower growth in 2019 and 2020

Economy 2016 2017 2018 2019

USA 1.4 1.5 2.3 2.9 2.3 1.8
Canada 0.9 1.4 3.2 2.0 1.6 1.6
Japan 2.8 1.0 2.2 0.3 0.9 0.3
S. Korea 2.1 2.9 3.2 2.7 1.9 2.1
Hong Kong 1.5 2.2 3.8 3.0 -1.1 0.0
Taiwan 6.7 1.4 3.3 2.7 2.4 2.1
China 6.9 6.7 6.8 6.6 6.1 5.8
United Kingdom 1.9 1.8 1.9 1.4 1.3 1.0
Germany 1.2 2.2 2.8 1.5 0.6 0.7
France 1.8 1.1 2.4 1.7 1.3 1.2
Eurozone 2.6 1.9 2.7 1.9 1.2 1.1
Australia -3.5 2.6 2.5 2.7 1.8 2.3
Brazil 1.4 -3.5 1.3 1.3 0.9 2.0 -

. EconOmic
Source: Blue Chip Economic Indicators, December 10t, 2019 Sl Ide 1 1 E .
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Presenter
Presentation Notes
According to the forecasts of more than 50 economic forecasting organizations, the world economy will continue to grow but at lower pace in 2019 and 2020, this is true for most of the countries in the world, especially those countries contributed to our visitor industry.


Hawaii Economy
- GDP Growth
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Hawaii economic growth follows closely with the US in the current

business cycle
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Hawaii’s economy has gone through different growth path than the U.S.

Period .S. Hawaii

1958-1968 4.9% 6.7%
1968-1978 3.2% 4.6%
1978-1988 3.0% 3.7%
1988-1998 3.1% 1.0%
1998-2008 2.6% 2.8%
2008-2018 1.8% 1.4%
1958-1988 3.7% 5.0%
1988-2018 2.5% 1.7%

Wl esearch

( Source: U.S. Bureau of Economic Analysis and Hawaii DBEDT Sllde 14 W




Hawaii’s economy will grow at lower pace in next few years

Annual average
growth, %
30 years, | 20years, | 2018 2021
1988 - 1998 -
2018 2018
2.4 1.2 1.2 1.3 1.3

Real GDP 1.7 2.1

Real personal income 1.7 1.9 2.3 1.7 1.7 1.6 1.5

Honolulu inflation rate 2.8 2.4 1.9 2.0 2.3 2.4 2.5

Non-Ag wage and salary jobs 1.1 1.1 0.5 0.4 0.3 0.4 0.4

Unemployment rate 1/ 4.4 4.4 2.4 2.8 3.2 3.4 3.6

Visitor arrivals by air 1.6 2.0 5.2 5.7 2.5 2.1 1.5 h
Slide 15 R obinic
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Presenter
Presentation Notes
This slide shows our economic trends and DBEDT forecast.  Basically, you see the our economy will be growing at low pace for the next few years at about 1.2%-1.3% neighborhood.   We are not in a recession, just a slow growth period.  


Hawaii Economy
-Labor Market

Slide 16




Statewide labor force & employment declining
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Hawaii unemployment rates were the lowest in the nation 2016-2018, now the 6th lowest

Percent
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Unemployment Rate Due to Economic Reasons

Difference between U6 and U3
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Non-ag. payroll job count has been flat

700,000

600,000

624L850
500,000 :
400,000 -
300,000 !
200,000 !
100,000 -

659,000

0
o> o> o o o R\l & & & Rk e M N M )
D D D 3> D S S 2 g ¢ g g S S S
*2019 through November Wlesearch
Source: Hawaii State Department of Labor and Industrial Relations Sllde 20 gccanor.nic
nalysis
m ﬂivision

N s DIPARTMEINT OF BUSINESS, PCONOMIC DEVELOPMENT & TOURISM




Statewide gained 3,500 non-ag payroll jobs through November 2019

Food Services & Drinking Places

State & Local Government

Nat. Resources & Mining & Construction
Health Care & Social Assistance
Professional & Business Services
Federal Government

Other Services

Accommodation
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Information
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Presenter
Presentation Notes
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Initial unemployment claims continued declining in 2019
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Hawaii Economy
- Tax Revenues
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Hawaii State General Fund Tax Revenues Composition (FY 2019)

Net Individual [J Transient Accommodations
income, 36.0% O Insurance Companies Premiums
[ Net Corporate Income

O Public Service Companies

B Tobacco

O Liquor Permits

B Inheritance and Estate

B Franchise
Bl Other
General Excise,
49.6%
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State General Fund Revenues
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General Excise Tax Revenue
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Hawaii Economy
- Tourism
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Visitor arrivals has been increasing every month during last few years
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Visitor expenditures fluctuated in 2019
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Air seats in 2019 on scheduled flights by market

Market % change

Total 13,517,518 13,138,502 2.9

US West 8,542,666 8,121,002 5.2

US East 1,181,725 1,098,631 7.6

Japan 2,000,502 2,042,595 -2.1

Canada 496,960 488,857 1.7

Other Asia 484,121 541,557 -10.6

Oceania 493,738 533,045 -7.4

Other 317,806 312,815 1.6

(MT,“ Authority Slide 31




Air seats in 2020 on scheduled flights by market

% change
Total 7,133,069 6,702,620 6.4
US West 4,513,547 4,177,896 8.0
US East 655,547 596,457 9.9
Japan 1,062,306 981,290 3.3
Canada 292,379 306,686 -4.7
Other Asia 234,976 243,011 -3.3
Oceania 214,232 241,091 -11.1
Other 160,082 156,189 2.5
Jamaary through June lide 32
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Hawaii Economy
- Construction & Real Estate
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|
Value of private construction permits

12 Month Moving Average of Building Authorizations
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B Residential @ Commercial & Industrial @ Additions & Alterations

450,000

400,000

350,000

300,000

250,000

200,000

150,000

100,000

50,000
0
O O NN IN OO 0 0 OO 0O O OO O = =l =l N N N OO N T T T D ID D O O ONIDNINOOOWOD O O
QIR QQ O g g d o d oo dddddddddaddedddaddd
X9 a2 ¥ aPygao¥PdasoPIJao¥PPgaPyPao¥PIdaosoPIJao¥PPaPygao¥gdgas¥PIJay®
< 0O g 0O daga 00 g 00 g0 daga 0 daga 0O g0 daga o daga o daga g0 <cga

esearch
r Source: County building departments and U.S. Census Bureau

. EconOmic
Slide 34 Provsis
m=inalysis
DBEDT Bvision




Hawaii Resident Population
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Net increase in housing units: State
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Net increase in permitted units: State
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Real estate market statistics are mixed

(% change btw. 2018 YTD and 2019 November YTD)

Single Family Homes

Oahu 2.7% -0.6% -4.9% 0.0%
Maui -2.4% 4.3% -3.5% 3.1%
Hawaii 2.9% 7.0% 4.4% 4.1%
Kauai -2.% -7.0% -16.5% 22.7%
Source: Hawaii Information Service on behalf of Hawaii Island Realtors and the Kauai Board of Realtors, the Honolulu Board of Realtors, and Realtors Association of Maui.
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