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Economy Strong in January
L eading Index Pointsto Continued Growth

The Fairfax County Coincident Index,
which represents the current state of the County’s
economy, reached a new peak in January increas-
ing 1.6 percent to 119.88. The economy’s perfor-
mance started the year reversing December’ sdlight
loss and now has sustained a strong upward trend
since its mid-summer slump. For the year, the
Coincident Index was up 3.8 percent for its great-
est monthly over-the-year increase since January
1998. While the Index was up sharply, its gain
came from a significant increase in one compo-
nent—retail sales tax—plus a modest gain in em-
ployment. Thelndex’ sother two componentswere
negativein January.

Total employment was up 0.93 percent from
December on aseasonally adjusted basis after
some slowing at year’s end; and

Sales tax receipts, adjusted for inflation and
seasonal variation, were up dramatically after
being downinthreeof the previousfour months;
while

Transient Occupancy Tax collections, adjusted
for inflation and seasonal variation, weredown
following six monthsof gains; and

Consumer confidence slipped for a second
month.

Fairfax County Coincident Index
Monthly Over-The-Year Changes
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Source: GMU Center for Regional Analysis.

The Fairfax County Leading Index,
which is designed to forecast the performance of
the County’ s economy 9 to 12 monthsin advance,
surged ahead after being flat or trending downward
since mid-1998. January’s Index gain of 1.86 per-
cent resulted in its attaining a new peak value of
106.61. For the 12-months ending in January, the
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Index hasgained 2.4 percent for itslargest monthly
over-the-year gain since March 1998. Four of the
Index’ sfive components contributed to its January
gain.

Initial claimsfor unemployment insurance de-
creased (improved) for the second monthin a
row;

Consumer expectations (confidence six months
hence) increased after being down in three of
the preceding four months;

Residential building permits were up sharply
building on December’ ssmall gain; and

Thetotal value of residential building permits
wasup for thefourth timein fivemonths; while

New automobileregistrations declined for the
third timein the previousfour months.

The strength exhibited by the Fairfax County
economy in January was broad based even though

two of theindicators (onein each Index) appear to
have been distorted either by reporting uneven-
ness—sal estax receipts—or by seasonal factors—
residential building permits. Still, therecan belittle
doubt that the local economy has regained its up-
ward trend following the mid-summer’ s s owdown
with the leading components having reversed their
year-end deceleration. Thiscurrent strength could
carry the economy’s growth into the third quarter
after which some moderation could occur atyear's
end.

CURRENT CONDITIONS

Revised employment datafor 1998 showed
gainswere much greater than had been estimated.
For the entire Washington metropolitan area, 66,100
new jobs were added over the year compared to
53,700 new jobs in 1997, the previous record for
the decade. These employment data showed that
job growth increased in each successive quarter in
1998. The private sector continued to drive the
economy’ sexpans on adding 68,100 new jobswhile
the loss of 6,700 federal jobs was partially offset
by the gain of 4,700 state and local government
jobs. The District of Columbia economy also im-
proved with the private sector adding 3,200 new
jobswhile the government sector lost 6,200 jobs.
January’ s monthly over-the-year job gain was the
greatest yet in the nineties adding 83,400 new jobs,
again of 3.4 percent. This strong gain suggests
that the area’ s strong 1998 economic performance
has carried over into early 1999.

January job growth in Fairfax County was
dightly off its 1998 record pace with monthly over-
the-year gains totaling 19,436, for an increase of
4.11 percent. While January’sjob gain hasfalen
below the fourth quarter annualized rate of almost
5 percent, growth rates of this magnitude can not
be sustained indefinitely. Withthe County’ sunem-
ployment rate pegged around 1.5 percent and la-
bor forcegrowth well under 2 percent, the County’s
high employment growth rate is not likely to con-
tinue throughout all of 1999. The shortages of la-
bor resources and slowly increasing labor costs
could slow job growth in the year’ s second half.

Thekey to the economy continuing its ex-
pansion over the coming months is consumer
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Business Cycle Indicators -- Fairfax County, Virginia
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spending. Consumers' attitudes towards spending
tracks closely with consumer confidence. While
confidence has drifted lower over the last half of
1998, declininginfour of thelast six monthsthrough
January, February’s consumer confidence was up
sharply and now stands at its highest level, fully
recovered from its downturn in June 1998. Retail
spending followed thisgainin confidence with na-
tional sales in 1999 running ahead of last year's
average for both January and February. Retail
spending wasaso strongin Fairfax County in Janu-
ary. However, rising energy prices and higher in-
terest rateswill cut into disposableincome as con-
sumer debt remains high. These conditions could
undercut consumer spending in 1999.

NEAR-TERM OUTLOOK

Until January, the Leading Index had been
trending downward and in November fell below its
12-month moving average level; that is, the No-
vember Leading Index had under-performed its
average gain over the previous 12 months.

80
> & & P H & H P

& & F X é\\é\ X X
3’§< » gé\ » 3’5‘ » 3’§\ » 3’5‘ » 3’5‘ »

Had thetrend fallen further below the moving-av-
erage ling, it would have been a clear signal that
the economy was going to slowdown in the coming
months. However, with the Index’s modest up-
tick in December followed by January’s sharp in-
crease, it hasresumed its upward trend pointing to
further gainsin the economy extending to thethird
and possibly the fourth quarter.

While the Leading Index is not quite as
strong asit appears, itstrend reversal over the past
two months does confirm the economy’s sound
fundamentals. These are not likely to deteriorate
quickly but could experience a more moderate
growth pattern asthe year progresses. If consumer
confidence and expectations (confidence six months
hence) declinein responseto asell off inthe stock
market, or concerns regarding international eco-
nomic and political conditions, or widespread wor-
ries stemming from Y 2K uncertainty, retail and
housi ng saleswoul d soften and the economy’ ssow-
downwould likely accelerate going into the second
half of the year.



4 Fairfax County Economic Index

Fairfax County, Virginia Economic Indicators
Current and Previous Months

Economic Indicator Estimates Percent Change
Jan-99 Dec-98 Jan-98 Dec-98 Jan-98

Prelim. Final Final to to
Jan-99 Jan-99

Fairfax County Business Cycle Indicators
Coincident Index (1987 = 100) 119.88 117.99 115.50 1.60 3.79
Leading Index (1987 = 100) 106.61 104.66 104.14 1.86 2.38

Fairfax County Coincident Index Components

Total Covered Employment (Seasonally Adjusted) 491,769 487,248 472,333 0.93 4.11
Total Covered Employment (Unadjusted) 486,532 493,865 467,303 -1.48 4.11
Transient Occupancy Tax ($'000='87, Smoothed, Seasonally Adjusted) 326 366 301 -10.85 8.50
Transient Occupancy Tax ($'000=Current, Smoothed Only) 420 501 376 -16.21 11.62
Sales Tax Receipts ($'000='87, Seasonally Adjusted) 9,701 7,158 7,384 35.53 31.38
Sales Tax Receipts ($'000=Current, Unadjusted) 9,932 12,628 7,560 -21.35 31.38
South Atlantic Consumer Confidence 175 176 175 -0.91 -0.51

Fairfax County Leading Index Components

New Automobile Registrations (Seasonally Adjusted) 5,877 6,201 5,171 -5.22 13.66
Automobile Registrations (Unadjusted) 4,943 5,401 4,349 -8.48 13.66
Initial Unemployment Claims (Seasonally Adjusted) 647 701 731 -7.76 -11.46
Initial Unemployment Claims (Unadjusted) 912 684 1,030 33.33 -11.46
South Atlantic Consumer Expectations 107.2 105.1 111.2 2.00 -3.60
Residential Building Permits (Number of Units, Seasonally Adjusted) 1,396 491 555 184.49 151.72
Residential Building Permits (Number of Units, Unadjusted) 1,027 371 408 176.82 151.72
Residential Building Permit Value ($'000='87, Seasonally Adjusted) 56,792 34,834 41,490 63.04 36.88
Residential Building Permit Value ($=Current, Unadjusted) 58,006 40,279 41,193 44.01 40.81

Fairfax County Labor Force

Total Labor Force (Seasonally Adjusted) 544,194 548,174 537,790 -0.73 1.19
Total Labor Force (Unadjusted) 547,622 544,479 534,423 0.58 2.47
Unemployment Rate (Percent, Seasonally Adjusted) 1.60 1.67 1.88 -- --
Unemployment Rate (Percent, Unadjusted) 1.40 1.57 1.68 - --

Notes: All components included in the indices are seasonally adjusted. In addition, those expressed in dollar value

(Building Permit Value, Transient Occupancy Tax, and Sales Tax) are expressed in constant 1987 dollars. Initial Claims are
inverted prior to inclusion in the Leading Index; that is, an increase in claims results in a decrease in the index and visa versa.
Because of its quarterly collection schedule, the Transient Occupancy Tax is smoothed. Unadjusted data (italics) and Fairfax
County Labor Force data are not included in either index, but are shown for informational purposes. All percent changes are

calculated from unrounded data.
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Prepared by: Inquiries should be directed to:
Center for Regional Analysis

George Mason University The Fairfax County

Department of Management and Budget
12000 Government Center Parkway, Suite 561

We areontheweb at: Fairfax, Virginia 22035-0074
www.co.fairfax.va.us/comm/
economic/economic.htm

(703) 324-2391 or 1-800-828-1120 (TDY)




