Leading Economic Indicators Up in December
Note: Problems with the data for building permits delayed the release of this month’s report. The tentative release
date for the report for January is February 28.

February 7, 2017 -- The USD Burnham-Moores Center for Real Estate’s Index of Leading
Economic Indicators for San Diego County rose 0.7 percent in December. For the first time
since April 2015, all six components were up. Leading the way to the upside were strong gains
in consumer confidence and the outlook for the national economy. There were more moderate
increases in building permits, local stock prices, and help wanted advertising. Bringing up the
rear was a small positive move for initial claims for unemployment insurance.
December’s increase in the USD Index was the largest since November of last year, and it
pushed the Index to its highest level August 2006. The strength and breadth of the increase
was impressive and may eventually lead to a readjustment of the outlook for the local economy.
For now, the forecast remains for slower growth in 2017 than in 2016. A number of factors
could adversely affect the local economy in the coming year. First, the Federal Reserve is
expected to continue increasing interest rates. An increase of at least 50 basis points is
expected for the year, which could have negative ramifications for the local housing market.
There are also a number of issues related to the international economy. Among them is a
potential trade war as the new administration has threatened action against both Mexico and
China. This potential trade war comes in an environment where growth is already slowing in
China and where there is political and financial turmoil in Europe.
Index of Leading Economic Indicators
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the components listed below (December)
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Residential units authorized by building
permits in San Diego County (December)
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An index of consumer confidence in San Diego
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Source: The Conference Board

+1.16%

Help Wanted Advertising
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San Diego (December)
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Highlights: Residential units authorized by building permits finished the year with a third
consecutive monthly gain. For the year overall, residential units authorized were up 8 percent.
But there was a sharp contrast in the composition of the permits, with multi-family units up 26
percent in 2016 and single-family units down by over 28 percent. . . The labor market variables
were both positive in December. Initial claims for unemployment insurance fell for the third
month in a row, which is a positive for the Index. The increase in help wanted advertising
broke a string of eight straight declines in that component. The net result was that the
seasonally adjusted local unemployment rate was 4.5 percent in December, which was down up
4.3 percent in November but down from 5.1 percent in December 2015. . . Consumer
confidence experienced its largest one-month gain in over three years (since August 2013) and
has now increased for six months in a row. . . Local stock prices benefitted from the postelection rally in the stock market to push higher in December. However, local stocks finished
the year down 1.5 percent. That was in stark contrast to the broader market averages, which
saw the Dow Jones Industrial Average, the S&P 500, and the NASDAQ Composite rising by
13.4 percent, 14.4 percent, and 7.5 percent respectively. . . The healthy gain in the national
Index of Leading Economic Indicators suggests that the outlook remains positive for the
national economy in 2017. The news was good on the employment front, with 227,000 wage
and salary jobs added. But the national unemployment rate edged up slightly from 4.7 percent in
November to 4.8 percent in December. The “advance” estimate for GDP growth in the fourth
quarter was disappointing, with an annualized growth rate of 1.9 percent. This compares to a
3.5 percent growth rate for the third quarter.
December’s increase puts the USD Index of Leading Economic Indicators for San Diego County
at 141.2, up from November’s reading of 140.2. There were revisions in the national Index of
Leading Economic Indicators for July through November, but that did not affect the previously
reported values of the Index or the monthly changes. To view the previously reported values for
the Index and for the individual components, please visit the Website address given below. The
values for the USD Index for the last year are given below:
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For more information on the University of San Diego's Index of Leading Economic Indicators,
please contact:
Professor Alan Gin
School of Business Administration
University of San Diego
5998 Alcalá Park
San Diego, CA 92110

TEL: (858) 603-3873
FAX: (619) 260-4891
E-mail: agin@sandiego.edu
Website: http://www.sandiego.edu/~agin/usdlei
Twitter: @alanginusdsba

