North Carolina
Department of Commerce

Overview of North Carolina’s Economy
August 2009 Report

SUMMARY OF NORTH CAROLINA’S ECONOMIC TRENDS
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Nonfarm employment declined significantly between June and July

The number of announced closings and layoffs were down from the previous month

Foreclosures increased slightly in July; housing units authorized decreased significantly

Gross sales and use tax collections and highway use tax collections increased

NATIONAL ECONOMY CONTINUES TO BE MIARKED BY POSITIVE AND TROUBLING INDICATORS.

e |abor Force: The U.S. unemployment rate fell in July to 9.4% from 9.5%. This represented the
first decline in the national unemployment rate since April 2008. Some of the decline is due to
discouraged job seekers who have stopped looking for work, those now considering themselves
retired, or those that have gone back to school. Employment levels will lag recovery because
businesses are cautious to hire new employees. Some economists believe that unemployment
figures will not return to healthy levels until 2013.

e Housing: Construction of single family homes rose in Julyt for the fifth consecutive month.
New construction is up 37% from its low point this winter. Sales of new homes also increased in
July. Some of the recent surge in purchases may be a result of buyers taking advantage of the
federal first time home buyers tax credit as well as falling prices. Sales of foreclosures and other
distressed properties made up about a third of all transactions in July.

e Consumer Spending: Consumer spending increased again in July (building on gains in June), but
household incomes remained flat. Some economist worry that households impacted by factors
such as unemployment, weak income growth, and losses associated with investments will not
provide the support (i.e., consumer spending) needed for sustained growth. The savings rate is
also expected to increase in the coming months as households attempt to rebuild depleted
savings. This savings could further depress consumer spending.

e Productivity: U.S. productivity increased by the largest amount in nearly six years. Some of the
increase is attributable to fewer workers producing a similar amount of goods.

NORTH CAROLINA’S UNEMPLOYMENT RATE REMAINED THE SAME, BUT THE RATE MAY BE MISLEADING
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2009, and the number of unemployed decreased by approximately 4,800. The job loss in July, almost

13,000, was significantly higher than the number of jobs cut in June (~6,000). Compared to the same

time last year (July 2008), there are 209,024 more unemployed workers in North Carolina, a 73%

increase.
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‘North Carolina Seasonally Adjusted Labor Force Statistics

Previous Month Last Year - Same Month

Jun-09 Jul-09 (07/09 compared to 06/09) | (07/09 compared to 07/08)

Change % Change Change % Change
Labor Force 4,554,663 4,536,813 (17,850) -0.4% 426 0.0%
Employed 4,052,943 4,039,946 (12,997) -0.3%| (208,598) -4.9%
Unemployed 501,720 496,867 (4,853) -1.0% 209,024 72.6%

N.C. Employment Security Commission
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because of the 17,000 decline in workforce. We can expect that a large number of those who dropped

out of the workforce are legitimately unemployed, but are not counted as such because they have

stopped looking for work (WRAL).€ Compared to the same month ayearago (July20080 £ (G KS &Gl 6SQa

unemployment rate is 4.7 percentage points higher. Fifteen states and the District of Columbia reported
jobless rates of at least 10.0% in July. North Carolina tied for the 8th highest unemployment rate in the
nation.
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Scotland County again experienced the highest unemployment rate (17.1%), followed by Edgecombe
(16.3%) and Caldwell (15.6%). Seven counties had unemployment rates equal to or greater than 15%,
down from nine counties in June. Sixty-nine counties had rates of 10% or more, down from seventy-one
the previous month. Twenty-nine counties experienced an increase in their unemployment rate, while
12 stayed the same. Three counties recorded unemployment rates of less than 7%: Currituck and Hyde
at 5.5%, and Dare at 6.7%.
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Unemployment by County July 2009
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Related to unemployment rates are unemployment benefit claims. New initial claims totaled 89,756 in
July, a decrease of 373 from June. The top five occupations of those claiming unemployment for the
first time are: 1) Production Workers; 2) Laborers and Freight, Stock, and Material Movers; 3) Truck
Drivers; 4) Production Worker Helpers; and 5) Cashiers. Twelve of the top twenty occupations fall into
two major occupational categories: Production and Transportation & Material Moving.

NONFARM EMPLOYMENT DECLINED SIGNIFICANTLY BETWEEN JUNE AND JULY

Between June and July, North Carolina lost approximately 26,400 nonfarm payroll jobs, resulting in the

largest over-the-month percentage decrease in employment (-0.7%) among all 50 states and the District

of Columbia. The most significant job loss occurred in the Government (-21,300 jobs) sector. This figure
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Manufacturing (-5,100 jobs), Trade, Transportation, and Utilities (-3,800), and Other Services (-3,400)

sectors also experienced significant employment decline. There was a significant increase in

employment in Professional and Business Services, and Leisure and Hospitality.
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decreased by approximately 260,000 (6.2% of the workforce). Sectors with the most employment

decline since December 2007 are: Manufacturing (90,500); Construction (60,500); Trade, Transportation

& Utilities (50,400); and Professional & Business Services (37,900).
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North Carolina Nonfarm Employment Trends by Supersector

Previous Month Last Year - Same Month Start of Recession

Jun-09 Jul-09 (07/09 compared to 06/09) | (07/09 comparedto 07/08) | (07/09 compared to 12/07)

Change % Change Change % Change Change % Change
Mining & Logging 6,400 6,400 0 0.0% (200) -3.0% (500) -7.2%
Construction 193,300 192,400 (900) -0.5% (42,700) -18.2% (60,500) -23.9%
Manufacturing 447,700 442,600 (5,100) -1.1%|  (72,500) -14.1%|  (90,500) -17.0%
Trade, Transportation, & Utilities 733,600 729,800 (3,800) -0.5% (39,000) -5.1% (50,400) -6.5%
Information 67,200 67,000 (200) -0.3% (4,400) -6.2% (5,300) -7.3%
Financial Activities 199,700 199,100 (600) -0.3% (12,600) -6.0% (13,000) -6.1%
Professional & Business Services 464,100 469,300 5,200 1.1% (36,400) -7.2% (37,900) -7.5%
Education & Health Services 540,700 541,200 500 0.1% 7,900 1.5% 8,100 1.5%
Leisure & Hospitality 389,900/ 393,100 3,200 0.8% (4,600) -1.2% (6,000) -1.5%
Other Services 178,100| 174,700 (3,400) -1.9%|  (11,200) -6.0% (5,600) -3.1%
Government 717,400 696,100 (21,300) -3.0% (6,200) -0.9% 1,300 0.2%
Total Nonfarm Employment 3,938,100| 3,911,700 (26,400) -0.7%| (221,900) -5.4%| (260,300) -6.2%

U.S. Bureau of Labor Statistics

THE NUMBER OF ANNOUNCED CLOSINGS AND LAYOFFS WERE DOWN FROM THE PREVIOUS MONTH

Between December 2007 and July 2009, there were 1,479 announced business closings and 646
announced permanent layoffs by companies in North Carolina.! The announcements affected
approximately 76,000 workers, more than half of which were employed in manufacturing. The number
of announced closings and layoffs increased significantly toward the end of 2008 and first quarter 2009.
However, the number of closings and layoffs in July are significantly below June and the lowest since

November 2008.
Announced Business Closings and Layoffs in North Carolina
1un-09 1ul-09 Last 4 Months Last 12 Months Since Start of Recession
u (Beg. of 04/09 -End of 07/09)] (Beg. Of 08/08 - End 0f 07/09)] (Beg. Of 12/07 - End of 07/09)
Announced Business Closings 103 69 326 991 1,479
Announced Business Layoffs 76 32 181 533 646
Approximate # of Workers Affected 4,230 2,318 15,432 54,883 75,755

N.C. Employment Security Commission

FORECLOSURES INCREASED SLIGHTLY IN JULY; HOUSING UNITS AUTHORIZED DECREASED SIGNIFICANTLY
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nationally in July 2009, with one out of every 1,203 homeowners receiving a foreclosure filing. The state

experienced a total of 3,428 foreclosures, an 8% increase from June, but a 20% decrease from July 2008.

Data from the North Carolina Association of Realtors shows existing home sales up 13% from the same
time last year (8,360 units sold compared to 9,578). Sales increased 2.5% when compared to June, the
sixth straight monthly increase. New privately owned housing units authorized by building permits, a
forecast of future construction, decreased 24% between June and July. Compared to July 2008,
authorized building permits were down 60%.

! These data are derived from a statewide survey of newspaper accounts of closings and layoffs, and from information supplied
to the Employment Security Commission of North Carolina by the employing units experiencing the closings/layoffs. All
statewide layoff and closing information is not supplied to the Employment Security Commission for reporting purposes.
Therefore, these data are not all inclusive and do not meet the Labor Market Information Division standard for accuracy.
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North Carolina Housing Market Statistics

Previous Month Last Year - Same Month

Jun-09 Jul-09 (07/09 compared to 06/09) | (07/09 compared to 07/08)

Change % Change Change % Change
Properties with Foreclosure Filings 3,175 3,428 253 8.0% (875) -20.3%
Existing Homes - Units Sold 8,155 8,360 205 2.5% (1,218) -12.7%
Housing Units Auth. by Bldg. Permit 3,502 2,660 (842) -24.0% (4,041) -60.3%

RealtyTrac; N.C. Association of Realtors; U.S. Census

GROSS SALES AND USE TAX COLLECTIONS AND HIGHWAY USE TAX COLLECTIONS INCREASED
Sales and use tax collections provide insight into consumer spending on goods and services. In June
2009, the latest month data is available, gross sales and use tax collections in North Carolina were $436
million, up 2.6% from May, but 7.7% lower than the same month the previous year. Total taxable retail
sales decreased slightly between May and June, and are down 10.4% when compared to June 2008.
Highway use tax net collections, which provide insight into motor vehicle sales, increased slightly
between June and July. There is anticipation that this number will grow next month due to increased
motor vehicle sales associated with the Cash-for-Clunkers program.

State Sales & Use Tax Receipts in NC (county sales and use taxes notincluded; millions of dollars)

Previous Month Last Year - Same Month

May-09 Jun-09 (06/09 compared to 05/09) | (06/09 compared to 06/08)

(Jun-09) eyt Change % Change Change % Change
Taxable Retail Sales* $7,866.80| $7,852.60 -$14.20 -0.2%| ($911.82) -10.4%
Gross Collections $424.76 $435.90 $11.14 2.6% (536.28) -7.7%
Highway Use Tax Net Collections ** $35.75 $35.78 $0.03 0.1% ($8.60) -19.4%

N.C. Department of Revenue; N.C. Department of Transportation

*Amounts shown are total taxable sales reported on sales and use tax returns submitted during June 2009. Data reflect sales
primarily in May 2009. **North Carolina collects a 3% Highway Use Tax on vehicles in lieu of a state sales tax. The tax is

assessed each time a title is transferred.

For detailed data tables, additional explanations of the latest trends, or if you would like to be added

to the distribution list please contact:
e  Chris Harder, Director of Economic Analysis, PRSP (charder@nccommerce.com, 715-1026)

e Michael Haley, Policy Director, PRSP (mhaley@nccommerce.com, 715-6373)
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