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Leading Economic Indicators Down in May
Note:   The tentative release date of next month’s report is July 28.
June 30, 2016 -- The USD Burnham-Moores Center for Real Estate’s Index of Leading Economic Indicators for San Diego County fell 0.3 percent in May.  Five of the six components in the Index were down, led by a moderate decreases in help wanted advertising and local stock prices.  There were smaller drops in consumer confidence and the outlook for the national economy.  Residential units authorized by building permits were also down but virtually unchanged.  The only advancing component was initial claims for unemployment insurance, and that was only slightly positive.  The net result was the first decline in the USD Index in eight months.
May’s fall came after the USD Index hit its highest level in almost 10 years in April.  Economists usually look for three consecutive changes in a leading index to signal a potential turning point, so the one month drop is not alarming at this moment.  It does reflect the uneven performance of the Index over the last year, with a slump last summer followed by streak of positive but not spectacular gains.  The outlook remains for positive growth for the rest of 2016 and possibly into the beginning of 2017.  But the pace of growth is expected to slow, which has already been manifested in local job growth.  In the early months of 2016, year-over-year job growth was about 40,000 jobs.  The latest report for May shows year-over-year job growth at around 32,000.  The average gain for 2016 is expected to be at about 35,000, which would be down from 2015 but would still be the second highest yearly gain since 2000.
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Highlights:  Similar to last month, the actual number of residential units authorized by building permits was pretty good, second only to April’s level.  But with seasonal adjustment and smoothing, the trend was down for the third month in a row. . . The labor market components were split for the second straight month.  Job losses remain low, with initial claims for unemployment insurance positive for the seventh consecutive month.  But hiring plans, as measured by help wanted advertising, dipped again and was the weakest component in the Index.  The net result was that the seasonally adjusted local unemployment rate was 4.4 percent in May, which was down from 4.8 percent in April and down from 5.3 percent in May 2015. . . Consumer confidence continued to tumble and has now decreased for the seven months in a row.  This is difficult to explain, given that the unemployment rate, gas prices, and interest rates are all down, which should be positive for consumers.  With the labor market tightening, there is some upward pressure on wages, which may help turn this component around. . . The change in local stock prices is calculated by taking the average daily value of the Bloomberg San Diego County Index for May and comparing it to the average daily value for April.  Even though the Bloomberg Index was higher at the end of May than at the beginning, the average value for the month was down. . . After registering its largest advance in almost two years, the national Index of Leading Economic Indicators turned negative in May, which reflects the mixed news on the national economic front.  Growth in employment and GDP remains positive but weak, with only an anemic 38,000 wage and salary jobs added nationally in May.  As for GDP, the “third” estimate of growth for the first quarter was 1.1 percent, which was up from the “advance” estimate of 0.5 percent and the “second” estimate of 0.8 percent. 
May’s decrease puts the USD Index of Leading Economic Indicators for San Diego County at 140.4, down from April’s reading of 140.8.  There were revisions in the national Index of Leading Economic Indicators for January through April, but only the level of the Index and the change for March were affected.  For revisions to 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:
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Index    % Change 
2015
MAY
139.8
+0.4


JUN
140.3
+0.4


JUL  
139.7
-0.4



AUG 
138.8
-0.7


SEP 
138.3
-0.4


OCT
138.5
+0.1


NOV
139.4
+0.7



DEC
139.6
+0.1
2016
JAN
139.6
+0.0



FEB
139.8
+0.1


MAR
140.3
+0.4


APR
140.8
+0.4



MAY
140.4
-0.3

For more information on the University of San Diego's Index of Leading Economic Indicators, please contact:

Professor Alan Gin




TEL:  (858) 603-3873

School of Business Administration
FAX:  (619) 260-4891
University of San Diego




E-mail: agin@sandiego.edu
5998 Alcalá Park




Website: http://www.sandiego.edu/~agin/usdlei
San Diego, CA 92110




Twitter:  @alanginusdsba
_1376095239.unknown

