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Leading Economic Indicators Up in May
Note:   The tentative release date of next month’s report is August 27.
June 30, 2015 -- The USD Burnham-Moores Center for Real Estate’s Index of Leading Economic Indicators for San Diego County rose 0.5 percent in May.  Leading the gain were sharp increases in building permits and the outlook for the national economy, while initial claims for unemployment insurance and help wanted advertising experienced more moderate gains.  On the downside, there was a big drop in local stock prices and a slight decline in consumer confidence.
The USD Index has now increased every month for an entire year.  May’s increase was the smallest since October of last year and featured two declining components, the first time that has happened since August 2014.  But the change was still positive and a majority of the components were positive.  Therefore, the outlook for the local economy remains unchanged from what has been indicated in recent reports:  strong growth in the local economy for the rest of 2015 and at least through the early part of 2016.  One thing that could disrupt this positive outlook would be turmoil in the international economy, such as the possibility that Greece would default on its debt payments and would have to leave the European Union (EU).  Greece by itself is not a significant player in the world economy, but it could foreshadow problems in other European economies such as Portugal, Italy, and Spain.  San Diego is not a major financial center and doesn’t have a strong connection to the EU, so direct impacts would be   (continued)
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small.  The region would be affected indirectly if the world and the U.S. were hurt as a result.
Highlights:  Residential units authorized by building permits topped the 1,000 mark for the first time since March of last year.  Multi-family units authorized once again contributed the lion’s share of the gain, making up 73 percent on the total units authorized (751 of 1029). . . Both labor market variables continue to be positive, although less so than in recent months.  Initial claims for unemployment insurance and help wanted advertising have now increased for 13 and 10 consecutive months respectively.  The net result was that the seasonally adjusted local unemployment rate was 5.2 percent in May, which was up from 5.1 percent in April but down from 6.5 percent in May 2014.  Once again, the non-seasonally adjusted rate was below 5 percent.  But May is the third best month of the year for the unemployment rate, so seasonal adjustment pushed the rate back above 5 percent. . . Consumers and investors both turned gloomy in May.  The drop in consumer confidence was not large, but it broke a string of 15 straight monthly increases in that component.  The decline in local stock prices ran counter to the rest of the stock market, where all of the major market averages increased in May.  It is uncertain as to why San Diego stocks were weaker than the rest of the market. . .With the national Index of Leading Economic Indicators turning in a second straight strong gain and third advance in a row, the outlook for the national continues to be good.  The third estimate of GDP growth for the first quarter showed -0.2 percent annualized growth rate, which is the same as the advance estimate but an improvement over the -0.7 percent rate reported in the second estimate.  Despite the fact that the data are seasonally adjusted, many economists blame bad weather as the cause of the drop in the first quarter.  
May’s increase puts the USD Index of Leading Economic Indicators for San Diego County at 139.7, up from April’s reading of 138.9.  There were no revisions in any of the previously reported values of the Index or the changes.  For the previously reported values for the Index and for the individual components, please visit the Website address given below.  The values for the USD Index for the last year are given below:


Index    % Change 
2014
MAY
127.5
-0.3



JUN
127.7
+0.2



JUL
128.0
+0.3



AUG
128.3
+0.3


SEP
129.0
+0.5


OCT
129.7
+0.5


NOV
131.4
+1.3









DEC
132.4
+0.7


2015
JAN
134.2
+1.4



FEB
135.9
+1.2


MAR
137.7
+1.4


APR
138.9
+0.9



MAY
139.7
+0.5
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