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Current economic news has been somewhat less favorable than in recent months.
Both the manufacturing and non-manufacturing sectors have been sluggish. Real
estate sales are flat and there is a persistent lack of inventory which serves to
discourage demand. Consumer spending has been slow as well. It appears that
consumers are being quite cautious in their spending habits and are increasing
their savings rates. But despite cautious spending, consumers appear to be
confident about overall economic conditions. The labor market remains strong
and job openings are abundant. However, there is evidence that employers are
facing challenges finding workers with the right job skills.
.

The National Economy
The U.S. Labor Market
The August labor market performance was mixed. Jobless claims remained very low,
with 254,000 claims filed. This was below expectations of 260,000 claims. But only
151,000 jobs were added in August and earnings growth was modest, increasing by
just 0.1 percent from July and by 2.4 percent year-over-year. Still, job openings are
plentiful, with a total of 5.87 million openings in July. The unemployment rate
remained at 4.9 percent.
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The U.S. Business Sector
The non-manufacturing sector had notably weak results
in August. The Institute for Supply Management’s
Non-Manufacturing Index fell to its lowest level since
February of 2010. But the index, which registered 51.4
in August, remains at a level consistent with modest
expansion—readings above 50 indicate growth.
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The Purchasing Manager’s Manufacturing Index also points to rather modest growth in September.

The U.S. Energy Sector
While inventories of crude oil fell by 1.9 million barrels during the week of September 23, gasoline production
rose by 2.0 million barrels. The supply of gasoline products rose by 3.6 percent over the year. This may go
higher as OPEC has recently announced plans to curtail production. Shortly after OPEC announced its
intention to restrict supply, oil prices shot up to $48.73 per barrel. The price of Brent Crude is currently trading
at about $50 per barrel. While some observers are skeptical that OPEC’s agreement to restrict supply will come
to fruition, it has certainly had an effect on prices in the short run.

Stocks of natural gas remain high. Natural gas stocks are 6.5 percent above their 5-year averages of September
23.

The U.S. Consumer Sector
Consumer confidence rose sharply to 104.1 in September, exceeding expectations. Consumers report greater
confidence in economic conditions overall and in job opportunities. As the chart below indicates, this is the
strongest reading in quite some time, eclipsing the January 2015 peak of 103.8. But greater consumer
confidence has not translated into stronger buying. Retail sales declined by 0.3 percent in August, reflecting
weakness in more than just auto sales. Excluding auto sales, retail sales still declined by 0.1 percent. Sales
were particularly weak for building materials and garden equipment, which fell by 1.4 percent. This is not
encouraging news for real estate investment going forward.

Overall consumer spending was unchanged in August and income rose by just 0.2 percent. Consumers are
clearly being cautious in their spending habits. This is reflected in the savings rate, which rose to 5.7 percent in
August.

The U.S. Housing Market
The housing market remained fairly soft. Existing home sales declined by 0.9 percent
in August compared to July, to an annualized rate of 5.33 million units. Year-overyear sales increased by just 0.8 percent. The lack of supply is limiting consumer
choice and hence demand. The median price of a home declined by 1.3 percent in
August to $240,2000. But prices are up by 5.1 percent year-over-year.
New home sales were also weak, falling by 7.6 percent in August. Prices have
declined as well. While recent sales have been weak, as the chart below indicates the longer-term trend in new
home sales has been positive. The median price for a new home was $284,000, down by 3.1 percent for the
month and 5.1 percent over the year.

Inflation
Inflation remains largely in check. The Consumer Price Index ticked upward a bit
more than expected in August, rising by 0.2 percent. But year-over-year inflation
was just 1.1 percent. And excluding volatile food and energy prices, over the year
inflation was 2.3 percent.

U.S. Economic Outlook
While recent economic news has been less favorable in some respects, there are a
number of factors that should promote stronger economic growth going forward.
These include a strong labor market, an improving stock market, historically low
mortgage rates, and consumers who indicate that they are confident about economic
conditions. But the lack of upward pressure on prices is exerting a drag on
economic growth. And that is true of wages, real estate prices, and general inflation.
On the pricing front, the US economy remains in a holding pattern. And one can
only speculate as to why. It is a puzzle to many, as standard economic theory predicts that tight labor markets
and limited housing supply would encourage price increases. But behavioral economics reminds us that
psychology is an important factor in economic decision making. And cautious consumers and business people
still seem to be feeling the aftershocks of the Great Recession. Until the psychology of the market changes,
breakout growth may continue to prove elusive.

The Long Island Economy
Labor Market
The labor market showed continued strength in August. The unemployment rate was
4.1 percent, the lowest for August since 2007. And the labor force and numbers of
persons employed were again at multi-year highs.
Private sector jobs increased on Long Island by 5,100 between July and August.
This is quite favorable as it is typical for 1,100 job losses during this time frame. But
some sectors fared poorly, such as manufacturing which lost 500 jobs, food and drinking places down by 1,500
and retail trade losing 3,100 jobs.
The largest jobs gains occurred in




Education and health services (+9,900)
Natural resources, mining, and construction (+6,600)
Leisure and hospitality (+3,500)

Business Conditions
With small businesses comprising nearly 90 percent of business establishments on Long Island, this is a critical
sector of the Long Island economy. The small business optimism index fell slightly by 0.2 points in August to
94.4. The 6-month outlook for business was a particularly negative component of the index. Nevertheless,
plans to increase capital outlays were strongly positive. So despite some pessimism, small business owners plan
to move ahead with capital expansion.
Manufacturing did not fare well in September, as the Empire State Manufacturing Index declined modestly.
New orders and unfilled orders showed sharp declines. As the chart below indicates, the index is well below
peak levels last seen in September of 2014.

Consumer Sector
Consumer spending as evidenced by sales tax collection data fell slightly in Nassau
and Suffolk Counties in July. Year-over-year sales tax collections fell by 2.49
percent in Nassau County and by 2.92 percent in Suffolk. Given the increase in
Internet sales over time, these year-over-year sales tax revenue comparisons may
understate actual consumer spending, because proportionately fewer purchases
incur local sales taxes in later years. Adjusting for this change, estimated yearover-year spending may have fallen by less-- 1.58 percent in Nassau County and
2.00 percent in Suffolk. Internet sales trends, and the methodology used to adjust for increasing Internet sales
over time, are discussed in the Focus section of the February, 2016 newsletter.

The Real Estate Market
Residential Real Estate
August home sales increased modestly in Nassau
County, rising by 2.7 percent year-over-year,
from 1,426 to 1,465 unit. Sales rose much more
sharply in Suffolk County, from 1,470 to 1,735
units—a gain of 18 percent.
Year-over-year sales prices rose by 4.4 percent in
Nassau County, from $468,900 to $489,000, and
by 2.9 percent in Suffolk, from $345,000 to $355,000.
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Commercial Real Estate: Apartment Space
Following three consecutive months of positive movement during the second quarter, for a total increase of
0.8%, the mean asking rent as of August was $1,772. Average apartment rental prices by type of unit were:





Studios $1,193
One bedrooms $1,597
Two bedrooms $2,025
Three bedrooms $2,673

Asking rents differ substantially by apartment age:
Rents by Age
Year Built
Before 1970
1970-1979
1980-1989
1990-1999
2000-2009
After 2009

Rent
$1,921
$1,716
$1,655
$1,966
$2,321
$3,029

Rental prices have risen at an average annual rate of 1.9 percent since the beginning of the third quarter of 2006.
The average annual vacancy rate was 3.3 percent as of July. Vacancy rates for apartments built after 2009 (8.8
percent) are more than twice the vacancy rate for apartments built from 2000-2009 (4.1 percent) and more than
three times has high as for older apartments.

Long Island’s Economic Outlook
Much recent economic news for the Long Island economy mirrors that for the US. Sluggish consumer spending
and business activity remain headwinds. But the labor market continues to grow, which is a strongly positive
factor. The problem of slow price increases, in terms of wages and real estate prices for example, appears to be
exerting a drag on economic growth on Long Island and elsewhere. And until that changes, consumers seem
likely to be cautious in their spending habits and home owners will remain reluctant to bring their houses onto
the market.

Focus On… Comparing Long Island to Other Regions in the US
Both cost of living and quality of life are relatively high on Long Island. But more specifically, how does
Long Island compare to other regions in the US economy and other counties in New York State along a
variety of dimensions? Gathering such comparative data can prove to be cumbersome. Fortunately, there are
a couple of useful websites that make this task both easy and informative. They are:
The United States Census Explorer
http://www.census.gov/censusexplorer/censusexplorer.html
County Health Rankings and Roadmaps
http://www.countyhealthrankings.org/app/new-york/2016/rankings/suffolk/county/outcomes/overall/snapshot
The Census Explorer provides data on a number of economic performance measures including income,
educational attainment, and employment by state, county, and census tract. It also includes detailed
information on types of employment, such as workers in hi tech jobs. It is presented in a heat map format,
allowing one to quickly visualize how Long Island compares to other regions. And moving one’s cursor over
each geographic area provides the actual quantitative data on the measure of interest, such as median
household income.
The County Health Rankings and Roadmaps website provides a variety of health outcomes, quality of life
measures, socioeconomic factors, and environmental characteristics by county in New York State. Moreover,
performance measures for each of these factors is compared to top performing counties (i.e., the top 10
percent) in the US, allowing one to readily assess where Nassau and Suffolk Counties stand in relation to the
top performers. These outcomes measures are also ranked by county in New York State, allowing for a quick
assessment of where Nassau and Suffolk Counties compare to other counties in the states.
An examination of these websites reveals that both Nassau and Suffolk Counties are performing well on most
dimensions. Healthy behaviors and socioeconomic factors appear to be particularly strong areas. The results
are less favorable in terms of lengthy commutes to work and the percentage of individuals driving to work
alone.

