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County Economy Showing Early
Signs of Slower Future Growth

The Fairfax County Coincident Index,
which represents the current state of the County’s
economy, decreased 1.0 percent to 125.8 in February
and has now been negative in two of the last three
monthsandin six of thelast 12. 1t should be noted that
February’ sdeclineissubstantially overstated by adata
reporting problem that distorted the decline in
February’s retail sales tax receipts. Despite the
declinesin February and December, the Index continues
totrack astrong positivetrend gaining 4.4 percent over
the February 1999-February 2000 period and remains
well aboveitshistoric 12-month moving averagetrend
line. In February, the entire decreasein the Index was
attributed to the declinein retail salestax receipts.

Sales tax collections, adjusted for inflation and
seasonal variation, in February weredown sharply
from January which had been overstated by the
inclusion of |ate recei ptsfrom December; while,

Consumer confidenceincreased after droppingin
January;

Transient occupancy tax collections, adjusted for
inflation and seasonal variation, were up for a
seventh month; and,

Total employment increased for athird monthina
row and for the ninth timein 12 months.

TheFairfax County L eading | ndex, which
is designed to forecast the performance of the
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County’ seconomy nineto twelve monthsin advance,
declined to 106.9, for a0.7 percent loss. Thisisthe
second consecutive monthly decline in the Leading
Index and the fourth decreasein six months. However,
the Index continues to trend upward gaining 0.44
percent over the past 12 months, and currently stands
aboveits 12-month moving averagetrend line. While
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thistrend line has been flattening out over thisperiod,
it hasalso becomemorevolatile. In February, three of
itsfive components contributed to the Index’ sdecline.

Consumer expectations (consumer confidence six
months hence) fell slightly fromtheir peak value
established in January;

Residential building permitsdropped for asecond
month; and,

Initial claims for unemployment insurance
increased (worsened) after having declined
(improved) over thefour previous months; while,

New automobileregistrationsincreased, reversing
adownward trend dating from September; and,

The total value of residential building permits
increased dlightly in spite of a decrease in the
number of permitsissued.

The Fairfax County economy cooled off
dlightly in February but remained strong. However,
thereare growing signs of future softening inthe area
and national economiesthat will beginto show upin
Fairfax County’s economic indicators in coming

months. The overall economy may have aready
reached its peak growth rateand isnow being buffeted
by growing voldtility inthe stock market and by threats
of higher interest rates. The consequences of these
morerecent external impactson the County’ seconomy
are not reflected in February’ s performance, but will
impact the direction of the growth trend inthe coming
months.

CURRENT CONDITIONS

Fairfax County’s economy continued to
expandin February followingits 1999 growth path. The
individual indicators confirm these fundamental
strengths. Whilethe pattern of retail salestax receipts
over the past three months has been clouded by
reporting delays, areliable measure of the economy’s
current conditionisitsjob growth. Monthly over-the-
year job gainsin January of 5.7 percent and in February
of 5.0 percent both exceeded 1999 sgain. In February,
the County’s economy generated 25,075 new jobs,
accounting for 30.5 percent of all jobs added in the
Washington Metropolitan area.

This continuing strong job growth in the
County is being sustained in spite of its tight labor
force. InFebruary, unemployment stood at 1.5 percent
on a seasonally adjusted basis, the same level asin
February 1999 suggesting that it may havereached its
low point. One indication that there may be some
softening in the labor market at the lower skill levels
was the reversal in initia claims for unemployment
insurance. Whiletheseremainlow and declined onan
actual numeric basis, claims, adjusted for seasonal
variation, increased from January to February by
20 percent but areup just margindly (3.1 percent) from
February 1999.

The other key indicator of the economy’s
health in February is consumer spending. Here, the
actual conditionsare distorted by delayed reporting of
holiday sales in December that raised January’s
receiptswell abovetheir normal level and thishigher
January total hasresulted in February’ stotal appearing
to be far lower in comparison than it probably was.
Other indicators of consumer spending such as
consumer confidence and automobilesalesin February
suggest that consumer spending has continued to grow.
New automobileregistrationswere up 3.3 percent by
actual count and 8.3 percent on aseasonally adjusted
basisfrom January. Consumer confidence wasalso up
dightly in the region and areawide consumer spending



Fairfax County Economic Index 3
Business Cycle Indicators -- Fairfax County, Virginia
110 150
Recession
April 1990 Through February 2000
Through

105 April 1992 A 140

eading Index (Left Scale)

100 A LMV“&M. A m 130
e J :
3 S
~ '\ I
1 N~
& 9% asy 120 &
® \u
= \,JN Coincident Index (Right Scale) %
) S
° =
£ ~ =
> 90 10 €
£ 2
f: 2
— (e}

o
80 —Indices 0
—— Moving Averages
75 80
R A OP > PP IS PP 09 S S
'Sé\ \33)@ > 3’§( ‘5° ’§( ’5 ’§( » 3’§< ’5° 3’§< » 3’§< ’)\§ 3’§< ’)\ 'gé\ 3\§ gé\ 3\§ ’é\ ')0

Source: Mason Enterprlse Center George Mason University

for nondurable goods experienced asharp increase of
8.7 percent in February, asign that consumersin the
Washington areawere continuing their spending spree
that has hel ped to accel erate the economy’ sexpansion
over the past two years.

However, February’s economic indicators
were not impacted by February’s end-of-the-month
interest rateincrease, and there was another increase
in March and another increase is expected in May.
Additionally, theseindicatorswere not impacted by the
dramatic sdll-off inthe stock marketinMarch and again
inApril. Hence, theseindicators describethe County’s
economy prior to therecent turbulencethat will likely
undercut the strong gainsthat havetracked arelatively
smooth upward trend dating back to January 1996.

NEAR-TERM OUTLOOK

The performance of the L eading Index inboth
January and February point to slower futuregrowthin
the County’ seconomy by latethisyear. Already, early
interest rateincreases and growing uncertainty inthe

financial markets resulted in a decreasein consumer
expectations (confidence six months hence) and a
declinein residential building permits. In February,
while residential building permits dropped
26.7 percent, the value of those permits issued
increased 2 percent. This pattern occurs when the
reduction in permitsis concentrated at the lower end
of the price spectrum and suggests that homebuilders
may be responding to the expected impacts of higher
mortgage rates on entry-level homebuyers who will
be priced out of the market asthese ratesincrease.

March'’ sinflation report that showed the core
rateto have had itsgreatest increasein five yearsand
the stock market’ s recent increased volatility will be
reflected in the County’ sindicatorsin coming months
and could accel erate the moderate decline registered
in January and February. Consumer spending should
be the first casualty of an economic slowdown and
consumer confidence and expectations should bethe
key indicatorstowatch going forward. And, anincrease
in the unemployment rate would provide confirmation
of the economy’ sslowdown.
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Fairfax County, Virginia Economic Indicators
Current and Previous Months

Economic Indicator Estimates Percent Change
Feb-00 Jan-00 Feb-99 Jan-00 Feb-99
Prelim. Final Final to to
Feb-00 Feb-00
Fairfax County Business Cycle Indicators
Coincident Index (1987 = 100) 125.80 127.08 120.56 -1.01 4.35
Leading Index (1987 = 100) 106.90 107.66 106.44 -0.70 0.44
Fairfax County Coincident Index Components
Total Covered Employment (Seasonally Adjusted) 521,833 520,225 496,758 0.31 5.05
Total Covered Employment (Unadjusted) 515,237 514,685 490,479 0.11 5.05
Transient Occupancy Tax ($'000="87, Smoothed, Seasonally Adjusted) 405 393 369 3.22 9.90
Transient Occupancy Tax ($'000=Current, Smoothed Only) 526 516 467 1.86 12.58
Sales Tax Receipts ($'000="87, Seasonally Adjusted) 7,766 10,419 7,208 -25.46 7.75
Sales Tax Receipts ($'000=Current, Unadjusted) 10,140 11,063 8,899 -8.34 13.95
South Atlantic Consumer Confidence 187 184 182 1.47 2.75
Fairfax County Leading Index Components
New Automobile Registrations (Seasonally Adjusted) 7,077 6,535 6,033 8.29 17.31
Automobile Registrations (Unadjusted) 5,678 5,496 4,840 3.31 17.31
Initial Unemployment Claims (Seasonally Adjusted) 640 534 621 19.89 3.12
Initial Unemployment Claims (Unadjusted) 694 753 673 -7.84 3.12
South Atlantic Consumer Expectations 120.2 126.7 116.7 -5.13 3.00
Residential Building Permits (Number of Units, Seasonally Adjusted) 578 789 790 -26.70 -26.80
Residential Building Permits (Number of Units, Unadjusted) 497 580 679 -14.31 -26.80
Residential Building Permit Value ($'000="87, Seasonally Adjusted) 43,686 42,851 47,338 1.95 -7.72
Residential Building Permit Value ($=Current, Unadjusted) 52,125 44,694 55,134 16.63 -5.46
Fairfax County Labor Force
Total Labor Force (Seasonally Adjusted) 554,392 553,211 544,757 0.21 1.77
Total Labor Force (Unadjusted) 549,353 546,645 539,805 0.50 1.77
Unemployment Rate (Percent, Seasonally Adjusted) 1.46 1.40 1.49 -- --
Unemployment Rate (Percent, Unadjusted) 1.44 1.43 1.46 -- --

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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Weareontheweb at:
www.co.fairfax.va.us/comm/
economic/economic.htm

Inquiries should be directed to:

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

Fairfax, Virginia 22035-0074

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




