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Leading Economic Indicators Up in January
Note:   The tentative release date for the report for February is March 30.
March 3, 2017 -- The USD Burnham-Moores Center for Real Estate’s Index of Leading Economic Indicators for San Diego County rose 0.7 percent in January.  Three of the components—consumer confidence, help wanted advertising, and the outlook for the national economy—were up sharply during the month.  There were also smaller gains in initial claims for unemployment insurance and local stock prices.  The only negative component was building permits, which was down significantly.  
January’s increase was the third straight solid gain for the USD Index.  This follows a six month stretch from May to October of last year in which the Index was either down or flat, which led to a forecast of slower growth in the local economy for 2017.  That forecast remains unchanged at this point, although continued strength in the Index may eventually lead to a revision.  A lot will depend on the policies proposed by the new administration and whether or not they can be enacted.  Among the proposals that have been mentioned that might benefit the local economy are spending on infrastructure, tax cuts, and a boost in defense spending.  On the latter, San Diego could benefit from increased personnel and from increased shipbuilding as the Navy expands.  On the downside, increased trade barriers, particularly against Mexico and China, could hurt local companies that sell in an international market.  Any gains from manufacturing returning to the United States would not likely benefit San Diego as those would involve heavy manufacturing, which is not a significant sector of the local economy.
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	Building Permits
Residential units authorized by building

permits in San Diego County (January)
Source:  U.S. Census Bureau
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	Unemployment Insurance
Initial claims for unemployment insurance in

San Diego County, inverted (January)
Source:  Employment Development Department
	+0.24%
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	Stock Prices
Bloomberg San Diego County Index (January)
Source:  Bloomberg Business
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	Consumer Confidence
An index of consumer confidence in San Diego

County , estimated (January)
Source: The Conference Board
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	Help Wanted Advertising
An index of online help wanted advertising in

San Diego (January)

Source: The Conference Board
	+1.14%
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	National Economy
Index of Leading Economic Indicators (January)
Source: The Conference Board
	+1.29%


School of Business Administration
5998 Alcalá Park, San Diego, California 92110-2492  858/603-3873
Highlights:  After finishing 2016 with three strong months, residential units authorized by building permits dried up in January.  The 166 units authorized was the lowest monthly total since November 2010. . . Both labor market variables were positive.  Initial claims for unemployment insurance were much higher in January than in December, which would normally be a negative for the Index.   But January is the worst month of the year for initial claims.   Seasonal adjustment led to the fourth consecutive positive reading that component.  Help wanted advertising has a more modest two month gain, but the magnitude of the increase in January was the largest in almost a year.  As of the writing of this report, the state Employment Development Department had not yet released the unemployment report for January 2017.  The seasonally adjusted unemployment rate for December 2016 was 4.5 percent. . . Local stock prices continued to match the rally in the broader market averages, signaling that investors are optimistic about the prospects for San Diego based companies. . . Consumer confidence had its biggest one month increase since August 2013 and has now increased for seven months in a row. . . A similar thing happened with the national Index of Leading Economic Indicators, posted its biggest gain since July 2014.  With five consecutive gains in the national index, the outlook for the national economy is positive.  The current data are mixed:  While the labor market is doing well, GDP growth is still relatively slow.  The second estimate for GDP growth for the fourth quarter of 2016 was 1.9 percent, which is the same as the “advance” estimate given in January and well below the historic average growth rate of about 3.5 percent.  Factors contributing to the slow growth in the quarter are a drop in exports and Federal government expenditures, along with an increase in imports.
January’s increase puts the USD Index of Leading Economic Indicators for San Diego County at 142.0, up from December’s revised reading of 141.3.  There was a revision in the national Index of Leading Economic Indicators for November which affected the previously reported values for November and December.  To view 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 
2016
JAN
139.6
+0.0



FEB
139.7
+0.1


MAR
140.2
+0.3


APR
140.7
+0.4



MAY
140.3
-0.3



JUN
140.0
-0.2



JUL
139.8
-0.1



AUG
139.9
+0.1



SEP
139.9
+0.0



OCT
139.8
-0.1


NOV 
140.3
+0.3



DEC
141.3
+0.7

2017
JAN
142.0
+0.5

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

