LFEDE HAMPTON ROADS ECONOMIC MONTHLY

FEBRUARY 2022 GREG GROOTENDORST, CHIEF ECONOMIST | KATHERINE RAINONE, REGIONAL ECONOMIST

WHAT ISN'T THE UNEMPLOYMENT RATE TELLING US®

Currently across the United States economy, unemployment rates are low — sometimes an indicator of a healthy economy
where people who want jobs are employed and employers are equally all staffed up. But a quick glance at the headlines tells a
different story, as many major employers are struggling to find workers to fill positions. With low unemployment rates and monthly
jobs reports in the hundreds of thousands, what isn’t this indicator telling us?

The unemployment rate measures the proportion of people actively seeking work (the labor force) but unable to find a
position. What this rate doesn’t tell us is how the numbers on either side of the equation are moving - is the unemployment rate
declining because the number of unemployed persons are declining, or because the labor force is increasing? Each of these
scenarios points to different things going on in the economy, one of the many reasons economists look at more than just the
unemployment rate to get an understanding of the health of an economy’s workforce.

Since the onset of the pandemic, the overall labor force — the tfotal number of people who are employed or actively seeking
employment — has shrunk. Since January 2020, the seasonally adjusted labor force in the US has declined by 1.3%, with more
dramatic declines of nearly 5% in Hampton Roads and 4.3% in Virginia (December 2021 BLS data). The pandemic lead many to
leave the workforce either for early retirement, for childcare reasons, fear of getting sick, to start their own business, and many
other reasons, but it has become clear that the labor force in Hampton Roads and Virginia is recovering much more slowly than

the US overall. But with unemployment rates technically lower in Hampton Roads than the rest of the US, the situation at a cursory
glance may be overlooked.

An interesting statistic to review is the percentage of the labor force (seasonally adjusted) that is employed. In the below chart,
the dark solid lines represent this ratio in Hampton Roads, Virginia, and the United States, indexed to 100 in January 2020 for
direct comparison to pre-pandemic labor force levels. While all three geographies saw a drastic initial decline in the percentage
of labor force that is employed, the recovery has been steady, with about 96% of the current labor force reporting as being
employed in the US, Virginia, and Hampton Roads. However, once we compared current employment levels with pre-pandemic
labor force levels, the data showed that while in the US roughly 95.2% of the labor force would be employed, in Virginia 92.7%
and Hampton Roads 91.4% would be employed. This simulation was performed using the average of the seasonally adjusted
labor force from January, February, and March of 2020, held constant through December 2021.
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Figure: Percent of labor force employed at current levels versus pre-pandemic labor force in Hampton Roads, Virginia, and United States. Data source: Bureau of Labor
Statistics, HRPDC.

So, while it appears that the employment situations across all regions are recovering at the same rate, this exercise shows
that Virginia and Hampton Roads have lost a greater proportion of the labor force than the rest of the country. Due to the
importance of this indicator, labor force statistics now have a permanent spot in the updated economic monthly report.

You may notice the Hampton Roads Economic Monthly report has gotten a makeover! We have added
some new indicators, phased some out, and adjusted the format. If you have any comments, questions, or
suggestions to the new format, please reach out to Katherine Rainone at krainone@hrpdcva.gov.




HAMPTON ROADS INDICATORS - ECONOMY FEBRUARY 2022

GDP, ANNUALIZED GROWTH RATE (Q) sOURCE: BUREAU OF ECONOMIC ANALYSIS, HRPDC
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RETAIL SALES, SEASONALLY ADJUSTED (3 MONTH M.A) sOURCE: VIRGINIA DEPARTMENT OF TAXATION, HRPDC
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ESTIMATED HOTEL REVENUE, SEASONALLY ADJUSTED (Q) SOURCE: VIRGINIA DEPARTMENT OF TAXATION, HRPDC

| @3 2020 | @3 2021 Trend 300
Hampton Roads $137M | $258M A

Virginia $489M | $925M A

Estimated Hotel Revenue: Hotel sales indicate the
performance of the region’s tourism sector. When
seasonally adjusted, Q3 2021 hotel revenue once
again saw improvement from the historic lows
realized in Q2 2020 due to pandemic-related closures,
at roughly the same rate of growth from the previous
quarter. Hotel revenue in Q3 2021 represented nearly
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HAMPTON ROADS INDICATORS - EMPLOYMENT FEBRUARY 2022

CIVILIAN PAYROLL EMPLOYMENT (M) SOURCE: BUREAU OF LABOR STATISTICS, HRPDC
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Hampton Roads 763,400 768,700 772,800 1.23% A
Virginia 3,881,000 3,976,000 3,988,000 2.76% A
United States 142,503,000 | 148,752,000 148,951,000 4.52% A

Employment: Non-agricultural civilian employment figures are considered the best estimate of labor
market activity by the National Bureau of Economic Research. According to data from the Bureau of
Labor Statistics, Hampton Roads employment (seasonally adjusted) increased by 0.53% from November to
December 2021, the fourth month in a row of increases. Unadjusted employment levels also increased from
the previous month for the third consecutive month. In Hampton Roads, year-over-year growth is recorded
at 1.23%, a sign that winter of 2021 fared much better than 2020, despite COVID surges both years.
Compared to the rest of Virginia and the US however, Hompton Roads is lagging in annual employment
growth. Total payroll employment in the region remains roughly 4% below pre-COVID highs.

LABOR FORCE, SEASONALLY ADJUSTED (M) source: BUREAU OF LABOR STATISTICS, HRPDC

|Lobor Force | Emp |Unemp| LF Trend 1 000,000

Employed Unemployed —Labor Force

Nov 2021 822,208 789,268 | 32,940 s0000 ___
Dec 2021 | 822,189 | 791,074 | 31,115 500,09
700,000
Labor Force: An economy’s labor force is defined as 600,000
those who are either employed or actively seeking 500,000
work, and the breakdown of the labor force is often 400,000
used in conjunction with the unemployment rate 300,000
to offer some perspective info the true state of the 200,000
economy. As outlined in the main article, the region’s 100,000
labor force has been slowly declining since the onset o
of the pandemic and currently sits nearly 5% below S 9 9 8 &€ & @ 2@ o o = =
January 2020 levels. E 5 2 3 & 5 £ 5 % g & 3
- 2 = 7 w z = =2 = w =z

/) HA MPTL?N ROADS



HAMPTON ROADS INDICATORS - EMPLOYMENT FEBRUARY 2022

UNEMPLOYMENT RATE, SEASONALLY ADJUSTED (M) sOURCE: BUREAU OF LABOR STATISTICS, HRPDC

Dec '20 |Nov ‘21 [ Dec ‘21 | Trend 16%
Hampton Roads | 5.36% | 4.01% | 3.78% v 14%
Virginia 555% | 3.42% | 32% | W 12% SR
United States 6.69% 4.2% 3.89% v 10%

Unemployment Rate: The unemployment rate is the
percentage of the population actively seeking work
but unable to obtain a position. Haompton Roads’
unemployment rate decreased again to 3.78% in
December 2021, reflected by a slight decrease in
the labor force, increase in employment, and a " © ~ % o
decrease in the number of unemployed persons (all 22322 S
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INITIAL UNEMPLOYMENT CLAIMS, SEASONALLY ADJUSTED (M) sOURCE: VIRGINIA DEPT OF LABOR, HRPDC

| Sep ‘21 | Oct ‘21 | Trend 70,000
Hampton Roads 13,974 | 8,730 v 60,000
Virginia 34,680 | 24,332 \ 4
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EMPLOYMENT GROWTH BY INDUSTRY (DEC, YEAR-OVER-YEAR) SOURCE: BUREAU OF LABOR STATISTICS,
Employment Growth by Industry: As the job market
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HAMPTON ROADS INDICATORS - REAL ESTATE FEBRUARY 2022

SINGLE FAMILY HOUSING PERMITS, SEASONALLY ADJUSTED (M) sOURCE: Us CENSUS BUREAU, HRPDC

|DeC ‘20 || Nov ‘21 | Dec ‘21 | Trend 900
HomptonRoads | 496 [ 340 | 369 | A 500

Single Family Housing Permits: Permit data signals the 700

level of construction employment and confidence
regarding the future trajectory of the local economy.
When seasonally adjusted, there were 369 new
construction permits issued for single family homes in
December 2021. The data continues to show small
variances month fo month over the past year, but
the trend is clearly hitting a plateau. As the market
confinues to respond, the flattening frend may

600
500
400
300

Housing Permits

200
100

N O N0 OO =5 &N MO < 1D O N 0 O O

. . . . . . O O O O O w1 1 =1 =1 = = = = = = &N
continue until the industry can increase capacity in E £ & & £ & & & & £ £ £ &£ &£ &£ & £
. MM (C (@© @© (© (1] (1] 1] (C (M (M (T @© (@© (1] 1] 1]

response to increased demand. e

NUMBER OF HOMES SOLD, SEASONALLY ADJUSTED (M) source: RN, HRPDC
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Home Sales: Settled home sales measure the level of 3,000
fransactions on the real estate market over time, and
a healthy real estate market should have a consistent
level of activity. Seasonally adjusted, existing home
and total settled sales in November increased from
October, remaining elevated with over 3,400 homes
sold, but certainly the trend is showing a plateau.
Unadjusted, total home sales have been declining for 500
the past five months as the slow season is upon us, but
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HOME PRICE INDEX, ALL TRANSACTIONS (Q) SOURCE: FEDERAL HOUSING FINANCING AGENCY, HRPDC
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home prices increased, yet again, by 14% over the
previous year in Q3 2021, slightly higher rate than the
state and about 2 points lower than the nation—still a
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