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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2018  75 100  83  83 100 92 75 67 75 58 83 58

2019 75 42

We received very disappointing revisions to our state’s labor 
market data last month and are still trying to adapt to the stark 
realities it contained, most notably the host of disappointing 
statistics and trends revealed. Historically, we recover fairly 
quickly from such disappointments in the following months, in a 
sense “making up for lost time.” Well, that was then, this is now.

Rhode Island’s February economic performance was abysmal, to 
put it kindly. Payroll employment, which has yet to move above 
its December 2006 level, declined in February on both an annual 
and monthly basis. Resident employment, which never really 
came very close to reaching its prior peak, has remained stuck at 
the same level since last September. Our state’s 
Unemployment Rate fell below 4 percent again, but it is an 
exceptionally tainted (i.e., noisy) statistic whose “signal” for our 
state’s economy has long since vanished. The strongest indicator 
performance in February was Retail Sales, which has held up 
surprisingly well, although this is partly the result of its inclusion 
of online sales which are no doubt propping it up.

Overall, the highly cyclical leading economic indicators contained 
in the Current Conditions Index, Single-Unit Permits, Total 
Manufacturing Hours, and New Claims have weakened 

noticeably of late. The growing weaknesses in housing and 
manufacturing, both of which led us into the last recession, are 
particularly worrisome, since both have large multipliers which 
tend to exacerbate falling momentum as the economy weakens. 

For February, only five of the twelve CCI indicators improved, 
leading to a contraction value of 42. February marked the ninth 
consecutive month for which the CCI has failed to exceed its year
-earlier value. Looking forward, the upwardly revised 2018 CCI 
values will make it increasingly difficult for us to improve on prior
-year values. Clearly, Rhode Island’s economy is continuing to 
weaken. At this point, its loss of momentum is unmistakable. If 
employment continues to decline and Retail Sales falter, it will 
be time to think about making the R-word call. Fortunately, we’re 
not there yet, but perhaps not that far away either.

Only one of the five leading indicators contained within the CCI 
improved. Employment Service Jobs, a leading indicator that 
includes temps, rose by 0.9 percent in February, but its rates of 
growth have been declining since last August. New Claims, the 
most timely measure of layoffs, failed to improve yet again in 
February (+5.7%), marking its fifth failure to improve in the last 
eight months. It remains unclear whether it will resume a 
downtrend anytime this year. Layoffs and changes in 
employment are very obviously related. What we have witnessed 
recently, the combination of falling employment and rising layoffs 
is the exact opposite of what we will need in coming months.  

US Consumer Sentiment fell again for the fifth time in the last 
seven months, no longer hurt by the shutdown, but affected by 
rising uncertainties. Rhode Island’s goods-producing sector fared 
poorly again in February. Single-Unit Permits, a measure of 
new home construction, fell at a double-digit rate (-11.7%), its 
eighth decline in the last nine months. Declining interest rates 
will likely not boost this indicator as much as you might think (RI 
has a static population). Total Manufacturing Hours, a proxy 
for manufacturing output, has now declined for the most recent 
five months. Its rate of decline accelerated dramatically over the 
past three months as both employment and the workweek 
contracted. The Manufacturing Wage actually rose in February 
(+2.5%), but this was only its second increase since September.  

Our state’s Labor Force reached its most recent peak in October 
and has plateaued at that value ever since, albeit at declining 
rates of annual growth. In February, it fell relative to its level a 
year ago (-0.1%). Along with this, the labor force participation 
rate also declined in February. The Unemployment Rate fell to 
3.9 percent, but as has been the case for well over a decade, this 
was very obviously not the result of robust job growth.  

Retail Sales grew again in February (+6.3%), Government 
Employment rose from its level a year ago for a sixth 
consecutive month (+0.5%), Private Service-Producing 
Employment fell (-0.3%), and Benefit Exhaustions, the 
timeliest measure of longer-term unemployment, rose.
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DLT Feb 2019
Employment 

(SA,Y/Y) 

Gain  3,300   

Loss -4,900   

Net Chg -1,600

LABOR FORCE: Feb 2019 Peak (1/2007)

Participation Rate 64.4% 68.6%

Employment Rate 61.8%   65.4%


