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Summary of the New Hampshire Economy,
Spring 2005

Spring ishereand theair is clean and bright with
expectations of new growth and fresh startsfollow-
ing the harsh winter. Retail developersare pushing
through plansfor big box facilities, and seasonal
businesses are preparing to open for the summer.
Construction contractors and landscape businesses
are gearing up for their peak season.

Butinlate May, the night temperatures were till
dipping into the 30’s and the daytime highs gener-
ally still required a mackinaw. The clouds and rain
moved in the end of April and set up camp to stay
through the end of May. How will the summer
season play out? Will the season be profitable?
Will the weather cooperate, after the raw deal it
handed out last year? Will there be enough avail-

Net Change from Nonfarm Peak in January 2001

ablelabor force for the tourist and accommodations
industries? What else will add to the mix?Antici-
pation turned into awave of concern and shock
when the Department of Defense announced that the
Portsmouth Naval Shipyard wason thelist of
recommended closures under the 2005 round of
Base Realignment and Closure (BRAC) Act.

The New England states have 25 military facilities
that are affected by BRAC. According to astudy
from the New England Council, nine of thelarger
military locationsin New England, which employ a
combination of military and civilian personnel,
represent over 69,000 positions and almost $5.2
billioninwagesto theregion. If thelist that BRAC
announced on May 13, 2005 is not altered,

New England would
lose 15,000 of these

10 personnel.
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major categories: the Submarine Base New Lon-
don, CT, the Portsmouth Naval Shipyard, ME, and
Naval Air Station Brunswick, ME. Of specific
interest isthe Portsmouth Naval Shipyard, techni-
cally located in Maine, but an important part of
New Hampshire's seacoast economy.

Current employment at the Portsmouth Naval
Shipyard isaspecialized lot, with expertise that
may be hard to place outside of the technical
environment of the Yard. That expertiseisalso
well compensated. New Hampshire residents
affected by the closure of the Yard would have a
hard timetrying to recoup the wage level sthat they
currently experience, without relocating. That kind
of loss of human capital to the state would extend
well beyond just the boundaries of the Yard, asis
discussed in ELMI’sstudy “What if ...the Shipyard
Closed?

The high tech boom in the 1990s hel ped

New Hampshire recover from the Pease Air Force
Baseclosingin 1991. Thistime, although the
location of the closureis not within the state’s
boundaries, New Hampshire' slocal economy may
findit difficult to recover from thisevent.

Consumer Confidence
Overall, New England consumer confidence has
been alittle more positive since Fall 2004. The
measures of the present situation had been slightly
more downcast through July 2004, then became
more upbeat during the holiday season. That contin
ued until March when the confidence index
dropped almost 30 index points. The last
time there was an over-the-month drop
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Consumer confidence of future expectationsin
New England had pretty much followed the same
upward trend asthe nation, until March 2005 when
it dropped. It may have been thelooming decision
of BRAC weighed heavily onfiscally cautious
New Englanders.

Housing and Demogr aphics

Affordable housing in the state hasrecently been a
growing topic of discussion. Arguments have been
made and studies done to establish the fiscal bottom
linerelationship between tax revenues generated by
new housing unitsand expendituresarising from
population growth. This has prompted many towns
in the state to impose building permit restrictionsto
allow time to review what impacts rapid develop-
ment and popul ation growth might have. These
restrictions have exacerbated an already growing
housing shortagein the state. The economic law of

Median purchase price of homes has in-
creased almost 120 percent since 1995
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drop occurred in late 1989 and early 1990
when the level dropped over 20 pointsin
three out of five months (the beginning of
another recessionin New England).
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supply and demand has played out itspart in rising
housing prices.

According to New Hampshire Housing Finance
Authority, since 1995 the median purchase price of
primary homesin New Hampshire had increased
amost 120 percent by 2004. Preliminary figures
show that the 2004 median purchase price (of all
homes) was $237,400, with almost 82 percent of
the housing sample comprised of existing homes.

According to the Office of Federal Housing Enter-
prise Oversight (OFHEOQ) the over-the-year change
in housing pricesin New Hampshire, through fourth
quarter 2004, ranked the state in 21% place with a
10.60 percent change. Thiswas the smallest over-
the-year change among any of the New England
states, and below the national average of

11.17 percent. Housing pricesin the southern part
of the state are primarily driven by the“ Boston
market”. There may be concern over the possible
absence of the higher personal income of shipyard
workers stagnating housi ng prices within commuit-

Repeat Home Sales Tracking System
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ing distance of the Portsmouth Shipyard. Thismay
even factor into thelength of timefor selling real
estate because of uncertainty about thefuture
employment status of Yard workers.

The repeat sales home priceindex established by
Freddie Mac and Fannie Mae also indicated an

upward trend of housing pricesin the state through
fourth quarter 2004.

Another method of measuring the housing market is
by viewing construction permits. Residential
construction permitsin New Hampshire have
followed seasonal trends, although dlightly behind
the levels of Spring 2004.

2004 Per Capita Personal Income
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Income

Preliminary 2004 estimates of total personal
income for Granite Statersincreased 6.29 percent
from 2003 to $48,134 million. Meanwhile, per
capitapersonal income retained the 6™ highest
ranking nationally after increasing 5.4 percent to
$37,040. The per capitaincome increased even
whilethe state’s population continued to grow to
1.3 million people in 2004.

Labor Forceby Place of Residence
Employment and Unemployment

New Hampshire' s seasonally adjusted unemploy-
ment rate has maintained alevel well below that of
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the nation. There have been no real remarkable
eventswith the unemployment rate. Thelabor force
in the state has been on a steady upward trend.

In January 2005 the method for establishing state
unemployment levelswas redesigned by the Bureau
of Labor Statistics (BLS). Thisincorporated real-
time benchmarking along with the Census 2000-
based |abor market areas. This meansthat the new
estimates will not be comparable to previously
calculated estimates. However, historical informa-
tion isbeing revised with estimates from the new
method, users should watch our web site for up-
dates.
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Employment by Place of Work

Total Employment

Total nonfarm employment, not seasonally adjusted,
in early 2005 has experienced the typical seasonal
dip after the holidays. However it could be inter-
preted asasignal of healthinessthat the dip from
December to January was smaller by 6,500 this
year (December 2004 to January 2005) compared
to last (December 2003 to January 2004).
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The covered employment seasonal peak in Decem-
ber 2004 was 6,500 above the same time in 2003.

Private Employment

Private employment followed ageneral growing
trend over-the-year. Private covered employment
was 533,090 in December 2004, almost 6,400
above the same point in 2003. April nonfarm
estimates showed that employment increases
continued into the spring. The December to Decem-
ber nonfarm figures counted 10,500 additional jobs
and April found itsemployment level 7,800 ahead
of April 2004.
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GoodsProducing

Overall, goods producing employment looks
healthier than thistimelast year. Covered employ-
ment levels ended 2004 dlightly above the 2003
level at 109,636. Likewise, nonfarm employment
figures show astrong employment growth. Since
December, nonfarm employment hasincreased an
average of 2,500 morejobs per month from the
prior year.

Goods Producing Employment
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Construction Super sector

Covered employment in Construction showed a
seasonal declinethrough thefourth quarter, although
it was larger than in 2003. The early start to winter
cold weather may have been an added factor in the
employment levelsnot even matching those of 2003
in October, November, and December. However,
construction’sstability isstill the shining star of the
goods producing domain. Nonfarm figures exhibited
continued seasonal growth from January through
April to 29,800 jobs.

Construction Supersector
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Manufacturing Super sector

Thereceding tide of manufacturing employment has
leveled off. Covered employment comparisonsfor
October, November, and December has stabilized
at around 80,000 jobs. Thiswas mostly because of
durable goods manufacturing. Last year durable
goods was the culprit for the losses, thisyear it
increased while nondurable goods had atypical
closures. The nonfarm employment numbers contin-
ued to grow through the spring.

Manufacturing Supersector
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ServiceProviding

Thegraying Baby Boomersand their demandson
the economy have pushed service providing em-
ployment to the forefront. A seasonal dip in cov-
ered employment took place during fourth quarter.
However, December’s over-the-year increase was
over 500 positions ahead of the increase of De-
cember 2003. Nonfarm’s characteristic of counting
some self-employed and other employment not
covered by unemployment compensation lendsa
similar, but slightly more upbeat assessment to
service providing employment.

Service Providing Employment
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Trade, Transportation, and Utilities Super sector
Covered employment within this supersector
followed the same upward slope, but these overall
gainsfell behind those of last year, especially in
November. Retail trade was slower gaining em-
ployment during the holiday season, and that was
compounded by thelarger than normal, seasona
scaling back in transportation and warehousing.
December 2004 ended 400 positions ahead of
2003 for the supersector, landing employment at

Trade, Transportation, & Utilities
Supersector
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145,476 jobs. Nonfarm employment levelsthrough ~ Professional and Business Ser vices Super sector

April 2004 were up 1.24 percent from 2003 at Covered employment continued to expand through
139,000 jobs. the end of 2004. December’s employment level of

58,139 was more than 2,600 higher than 2003. The
I nfor mation Super sector professional, scientific and technical services

After scaling back in 2003, Information employment  sector wasamajor part in bumping up employment

has stabilized. Fourth quarter 2004 covered em- during thefirst quarter 2005. Administrative and

ployment nudged up sightly from 2003. Nonfarm support and waste management and remediation

estimates followed suit. services sector had a smaller contribution to the
overall growth. Nonfarm estimates|ag slightly
behind covered jobs data suggesting that asmall

Information Supersector upward revision may occur when nonfarm esti-

mates are benchmarked.
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Financial activities have had a pretty consistent
employment trend line. Thefinance and insurance
sector has been the main factor in sustaining em- Educational and Health Services Super sector
ployment in the supersector. Nonfarm employment By December 2004 covered employment was
carried through April 2005 indicates continued above 89,500, almost 600 more people than De-
growth increasing morethan 1,000 jobsfromApril  cember 2003. Nonfarm estimates al so showed an
2004. increase of just over 2.0 percent over April 2004.
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Health Care and Social Assistance Sector

Most of the over-the-year gainsfor the supersector

were from health care and social assistance with
about 450 more covered positions in December

2004. Both the nursing and residential carefacilities

and the ambulatory health care service subsectors
kicked in over 330 new positions, and hospital

added just over 160. The social assistance
subsector struggled asit retrenched by 386 jo
over-the-year.
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L eisureand Hospitality Super sector

50,000

This supersector isonethat isdirectly affected by
the state of thelocal and regional economy. With an
environment of uncertainty, tightening monetary

conditions, and increased prices for necessities like

gasoline, people tend to refrain from discretionary
spending on recreational activities. The good news
isthat covered employment was up almost 1,600

positions ahead of December 2003. Over 95 percent

100,000
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of these employment gains came from the accommo-
dations and food services sector. Nonfarm employ-

Leisure & Hospitality Supersector
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ment through A pril 2005 showed a 6.0 percent

increase over April 2004.

Other Services Super sector

Other servicesincludes repair and maintenance
places, personal and laundry services, and mem-
bership associations. A mgjority of these jobs are
with businesses that are small and are sensitive to
theimmediate economic environment. Covered

employment saw businessesroll back payroll

shy

353 positionsin December 2004 compared to the
level of the prior year. By April 2005, nonfarm
estimates of 19,900 jobs were 800 below those of

April 2004.

Other Services Supersector
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Government Owner ship

Covered employment in government had the sea-
sonal increase from October through December as

local public schools got back into full swing.
However by December 2004 the employment

level

waslessthan 100 different from 2003. Nonfarm

indicated employment was stable through Apr
2005.

Government Ownership
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High Tech Employment

The current definition of high tech employmentis
from the Office of Technology Policy inthe Depart-
ment of Commerce. Essentially thisofficetook the
old Bureau of Labor Statistics (BLS) Standard
Industrial Classification (SIC) based definition and
crosswalked it to the new North American Industry
Classification System (NAICS) industries.

New Hampshire High Tech Employment
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Exports

Thereduction in high tech manufacturing employ-
ment in the state, over the past coupleyears, has
drawn much attention. Nevertheless, New Hamp-
shire’smanufacturers of computer and electronic
manufactured goods had their highest fourth quarter
level of exportsin 2004 since the peak in 2000.
Computer and el ectronic manufactured goods made
up amost 36 percent of all the state’s exports.
Machinery exports al so showed continued strength
through the end of 2004 finishing at $118 million
dollars.

Unemployment Claims

There are different perspectivesto take when
reviewing unemployment claims. Initial claims
specifically address those individuals who have
applied to be eligibleto collect unemployment
benefits. These claims demonstrate astrong sea-

Unemployment Compensation Claims

High tech employment by third quarter
2002 had dropped from its peak in fourth
quarter 2000 by over 14,000 jobs. By
third quarter 2003 the |osses had been
curtailed and by the fourth quarter 2004
employment had started to grow again.
High tech employment by definitionis
dominated by manufacturing industries.
Even when high tech employment was
scaled back, manufacturing maintained
about 65 percent of al high tech employ-
ment.

Continued Weeks

Exports from New Hampshire

50,000 +

40,000

30,000

20,000

10,000

8,000

I Continued Claims - 7,000

—e— Initial Claims

T 6,000

- 5,000

T 4,000

Initial Claims

- 3,000

T 2,000

T 1,000

03
03

January-
February-

03
03
03
03
04
04
04
04

March.
April
May-
June:
Septembel
Octobel
Novembe
Decembel
March.
April
May-
June:
Septembel
Octobe
Novembe
Decembel
January-05
February-05
March-05
April-05

sonal pattern, and have not strayed

‘ —=— Computer & Electronic Products ——Machinery —&— Chemicals —#— All Othel

r

w
ol
o

much beyond those seasona
fluctuationssince January 2003.
Continued weeksclaimed are not
ascut and dried asto what and
how they represent the economic
situation. Continued claimstendto
lagasmilar patterntoinitid clams,
spiking and falling back at certain
timesof theyear. Onthe surface,

=
o
o

ol
o
Millions of dollars, not seasonally adjusted

o

it'sawaysagood signto seethese



claimson an overall downward trend. However, such
atrend canindicatethat peopleare exhausting their
benefits.

Reviewingfina payment clamshe pscompletethe
picture. If thereisanincreasing number of people
receiving fina unemployment compensation payments,
thiscouldindicatearising level of people not becom-
ing reemployed. Thegood sign going into spring 2005
isthat final paymentsaretrending downward, an
indication of animproving economic Situation.
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Trugt Fund

Thevolumeof unemployment clamspaid
hasadirect effect onthe Trust Fund
balance. A higher number of unemploy-

300,000,000

At thispoint, the state economy isgrowing, though not
robustly. Sothe concernis, will the shock of the news
about the possible shipyard closure tal therecovery?

TheYard newsmay cause consumersto foregotaking
on new debt to purchase homesand to put off large
durable goods purchases such as carsand major
gppliances. Thefinancid community may sostartto
approach borrowersmore conservatively to forestall
anincreaseindefaullts.

We can hope that the weather will improve aswe
go into summer giving aboost to the upcoming
tourist season and that the economy will continueto
bebright.

With the weather, we are at the mercy of mother
nature. Economically we are asmall state tossing
onwaves of national and global economic storms.
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New Hampshire Employment Security
Economic and Labor Market Information Bureau
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Anita Josten
Research Analyst
(603) 228-4173

Trust Fund Balance

ment compensation claimspaid reduced
the Trust Fundto apoint that all tax rate
reductionsto employerswerediminated

275,000,000

during the second and third quarters of
2004. Sincethat point, thedeclining
number of clamscombinedwiththe

250,000,000

increased contributions (taxes) have
restored the balance of the Trust Fund,
and again employersareentitled to atax

225,000,000

rate reduction.
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Evenif the BRAC processresultsin §3E5F5335353853¢E5385333585385838°6E°5

closureof the Shipyard, it would requirea
few yearsto complete ashut down.
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