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Rhode Island’s July economic performance exceeded what the
aggregate numbers indicate. There was significant strength in
our goods-producing sector (Construction (Single-Unit
Permits) and Manufacturing (Total Manufacturing Hours)),
Retail Sales once again turned in a solid performance, and
layoffs appear to be in the process of reversing their uptrend.
All of this is welcome news. While there are still pockets of
weakness, strength in these key areas, all of which are cyclical,
provides further evidence that Rhode Island is in the early
stages of emerging from a shallow recession.

The Current Conditions Index for July was 50, its neutral
value, but the improving indicators were very strong this
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context, it is not uncommon for an improving economy,
especially one moving out of recession, to have pausing
moments such as the one we witnessed in July. As long as the
underlying momentum continues to exist, which we are
currently witnessing, there is room for continued optimism.
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Rhode Island finds itself in a period where individual
economic indicators display substantial strength while those
that fail to improve generally do so by a relatively small
margins. It is important to keep in mind that the determination
as to whether a state is in a recession requires an assessment
based on a broad range of economic indicators, which the
Current Conditions Index was designed to do. Given some of
the obvious data issues, especially those concerning the
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household survey, such a broad based context is bound to be
adversely affected. I am referring to the huge declines in our
Labor Force (-2.8% year-over-year) and the fact that our
state’s Unemployment Rate fell from 4.2 to 3.9 percent at the
same time resident employment fell by 2.4 percent! Where but
Rhode Island do we ever see such bizarre data? And, let me
state for the record that DO NOT BELIEVE THOSE
DATA ARE ACCURATE. Were resident employment falling
that precipitously, we would be witnessing significant declines
in Retail Sales and surges in both in New Claims (layoffs)
and Benefit Exhaustions. In fact, Retail Sales continues its
strong uptrend, rising by 4.5 percent annually this month,
Benefit Exhaustions (long-term unemployment) fell by over 5
percent, its fifth consecutive annual improvement, and New
Claims rose, their increase was not very large. Someone needs
to convince me that falling unemployment can coexist with
rapidly declining resident employment. And payroll
employment (the number of Rhode Island jobs), the other
employment indicator, has been falling, but by far less.

So, it continues to be increasingly difficult to analyze the
strength of Rhode Island’s economy. Both our Labor Force
and resident employment may actually be rising annually, in
spite of what current data show. We will have to wait until the
data revisions are released in January to see if that is the case.
Most likely though, a recovery began in March.

Moving forward, the fate of this recovery ultimately rests on
how serious the negative effects of supply shocks and
monetary tightening are.
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@ Len Lardaro @ladardo - Aug 20 (A oo

1/ Bizarre continued with July's Rl household survey data. According to the
data (which | have very little confidence in), our jobless rate fell from 4.2%
to 3.9% as resident employment was decimated (-13,800 or 2.4%) while our
labor force fell by 16,700. Only in RI!
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B2.9% 82.9% of the decline in the labor force (of -2.8%). Number of
unemployed only fell by 2,900.
Len Lardaro @ladardo - Aug 21 A -
A clarification of the recent employment change debate: monthly

employment numbers are net changes, job gains minus job losses. As long
as there are job losses (almost always) job gains exceed employment
change. The debate traces the green line, but job gains are the blue line.
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The Rl labor market somewhat parallels the US: Cyclical employment is not

as strong as overall employment, which is supported by education,
healthcare, and government. Manufacturing here though is doing very well,

though.
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