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Third quarter GDP grew at a strong pace of 3.0 percent, exceeding
expectations. Solid consumer spending, and particularly positive
consumer sentiment, bode well for economic conditions going forward.
The business sector and the labor market remained the bright spots for
Long Island’s economy. But once again, the real estate sector
underperformed relative to other segments of the economy. And there
is evidence that home buying plans are quite low.

The National Economy
The unemployment rate declined to 4.2 percent in September and hourly earnings rose at a strong pace of
0.5 percent for the month and by 2.9 percent year-over-year And just 233,000 jobless claims were filed
during the week of October 21. This is near an historic low, and points to continued strength in the labor
market. Personal income and earnings each rose at a strong clip of 0.4 percent in September. Consumer
sentiment was very strong, driven by the low unemployment rate and evidence of stronger wage growth.
Consumers are optimistic about both current and future economic conditions.
Business conditions were favorable as well. The Institute for Supply Management’s (ISM) Manufacturing
Index rose to its highest level in thirteen years. And the ISM’s Non-Manufacturing Index reached its highest
level in three years.
Existing home sales rose for the first time in four months, but home sales prices declined. Still, home sales
prices were up 4.2 percent year-over-year, so the real state sector may be improving somewhat. New home
sales rose sharply, but this index is volatile on a monthly basis.
Inflation remained modest, with the September consumer price index rising by 2.2 percent year-over-year.

The Long Island Economy
Labor Market
Long Island’s unemployment rate for
September remained near full employment
levels at 4.2 percent. The labor force
participation rate was the highest for
September since 2008, and up sharply over
last year. This indicates that more people are
reentering the labor market in anticipation of
finding work. And the number of persons employed on Long Island was the
highest ever for September.
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Private sector jobs declined by 8,300 between August and September, which is
above the normal loss of 2,900 jobs during this time period. Monthly jobs loss
was particularly high in the leisure and hospitality sector, with 13,000 jobs shed. But this follows on very
strong hiring in this sector in the spring and summer months.
The largest year-over-year jobs gains were seen in:
•
•
•

Education and Health Services (+9,500)
Leisure and Hospitality (+2,000)
Professional and Business Services (+1,200)

Hourly earnings in New York State rose by 2.8 percent year-over-year.

Earnings rose relatively faster for:
•
•
•

Information Services (+10.4%)
Trade, Transportation, and Utilities (+4.1%)
Professional and Business Services (+3.4%)

In contrast, earnings fell year-over-year for:
•
•

Financial Activities (-0.6%)
Leisure and Hospitality (-0.1%)

Business Conditions
Manufacturing showed continued strength. The Empire State Manufacturing
Index rose to its highest level since September 2014, and higher than any
month prior to September 2014 since October 2009. Shipments were at their
highest levels since October 2009 and hiring was strong as well, according to
this survey.
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The service sector also showed modest improvement in September, according to firms responding to the
Federal Reserve Bank of New York’s September 2017 Business Leaders Survey. The business activity
component of the index grew by 9.4 points in September, down from the previous month but still at a level
consistent with growth.

With small business comprising nearly 90 percent of business establishments on Long Island, the outlook
for small business is a key indicator for Long Island’s economy. The small business optimism index fell by
2.3 points in September, the result of a sharp decline in sales expectations. Despite this decline, the overall
level of optimism remains high by historical standards, as may be seen in the chart below.

Consumer Sector
Consumer spending as indicated by sales tax collections grew more
slowly in September compared to last month’s report. Still, year-overyear sales tax collections grew by 1.99 percent in Nassau County and by
1.04 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 year-over-year spending may have risen by even more— 2.94
percent in Nassau County, and by 1.99 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
Performance in the housing sector differed between Nassau and Suffolk
Counties. Nassau County saw a strong 9.9 percent year-over-year gain
in sales prices in September, from $465,000 to $511,000. But home
sales fell sharply, from 1,258 to 1,113 units sold, a drop of 11.5
percent. In contrast, home sales price rose more modestly in Suffolk
County, from $349,000 to $360,000, an increase of 3.2 percent. But
home sales increased by 4.9 percent, from 1,445 to 1,516 units sold.

The real estate sector may remain tepid for some time. In New York State, evidence from the Siena
Research Institute indicates that plans to purchase homes are conspicuously low. In September, just 5.4
percent of survey respondents indicated that they expected to purchase a home within the next 6 months.
This is the lowest rate in more than two years, and a 41 percent decline since last September. At the same
time, available home inventories on Long Island have fallen by almost 9 percent year-over-year.

Commercial Real Estate: Flex/R&D*
The Long Island Flex/R&D market is comprised of 15.5 million square feet in five geographic
concentrations ranging in size from the 3.7 million square foot Central Suffolk submarket to the East
Suffolk submarket, which accounts for 2.6 million square feet. In the seven-year period beginning with the
third quarter of 2010, a majority of all new construction, 85,000 square feet, representing 64.4% total new
inventory in the metro, has occurred in the East Nassau submarket.
Vacancy rates for Flex/R&D space on Long Island are low. Long Island has the lowest vacancy rate in the
Northeast Census region and the 15th lowest among metropolitan areas nationally. The median vacancy rate
is 0.0 percent, meaning that at least half of all establishments offering Flex/R&D space have no vacancies.
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The median asking rent for Flex/R&D space is $9.83 per square foot. But, as the chart below indicates, this
varies widely, from a low of $5.21 to a high of $22.33.

* Flex/R&D: An industrial building with a minimum total office percentage of 25% and consisting of either Warehouse/
Distribution and/or specialty industrial space; such as Research & Development and High-Tech space.
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Vacancy rates for Flex/R&D space on Long Island are lower than in the Northeast Census Region and
nationally.
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Despite having relatively lower vacancy rates, growth in asking rents for Flex/R&D space on Long Island
has been in line with Northeast and national averages.
Rent Growth Comparisons
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Long Island’s Economic Outlook
Despite a recent drop in hiring, Long Island’s labor market remains strong overall.
Business conditions also look favorable. But consumer spending appears to have
been more tepid than in some recent months. It remains to be seen what this means
for the upcoming holiday season. And plans to purchase homes are weak, which is a
worrisome sign for the real estate sector.

FOCUS On… Consumer Sentiment in New York
Consumer sentiment is a key driver of spending and economic growth. Recent survey evidence from the
Siena Research Institute indicates that sentiment pulled back slightly in September after achieving a 16-year
high in March of this year. Despite this decline, sentiment levels remained high overall as well as for
current and future economic conditions.
As the table below indicates, sentiment varied by geographic location, socio demographic characteristics,
and political affiliation. In particular:
•

Overall consumer sentiment was higher in the New York Metropolitan area compared to New York
State

•

Sentiment was higher among wealthier individuals

•

Individuals aged 55 and over were less optimistic than their younger counterparts

•

Men had higher sentiment readings than did women

•

Persons affiliated with the Republican party had more positive sentiment than did Democrats

To the extent that sentiment affects spending patterns, these differences point to different spending patterns
by these groups going forward.
Consumer Sentiment, By Selected Characteristics
Consumer Sentiment in New York State (index numbers): September
2017
(Groups listed in descending order by Overall ICS Rating)
Overal
Curren
Futur
l
t
e
Highest Income, $100K+
97.5
110.6
89.0
Republicans
95.7
107.2
88.3
Higher Income, $50K+
94.1
106.5
86.1
Under Age 55
93.9
98.5
91.0
Men
91.7
98.1
87.6
Metro New York area
91.4
96.2
88.3
Democrats
91.3
95.9
88.3
New York State
90.5
97.0
86.4
Women
89.3
95.5
85.4
Upstate NY
88.9
97.7
83.2
Age 55+
85.0
94.3
79.1
Lower Income, less than $50K
82.1
76.9
85.4
Despite the decline in sentiment, September buying plans were up since the June 2017 measurement for
cars/trucks at 19.1% (from 15.3%) and furniture, to 26.0% (from 25.0%). Buying plans fell for consumer
electronics, at 43.4% (from 44.2%), homes, at 5.4% (from 9.2%), and major home improvements, to 19.4%
(from 21.2%). The result for home buying plans was particularly weak.

