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Hawaii recovery is still a work in progress

new business formation, gigs, 2nd jobs, covid all make payrolls hard to fill

Source: BLS. UHEROdata, UHERO internal benchmarks.

Index Feb 2020 = 100
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Hawaii Non-farm Payrolls

Hawaii Employment

US Payroll Jobs

https://data.uhero.hawaii.edu/#/analyzer?start=2020-02-01&analyzerSeries=149140-148009-150146&chartSeries=149140-148009-150146&index=true&compare=true


40

48

55

63

70

78

85

93

100

Feb 2020 Feb 2021 Feb 2022 Sep 2022

Ongoing tourism recovery is just one of the challenges

only health care and construction are close to pre-pandemic payrolls

Source: BLS. UHEROdata, UHERO internal benchmarks.

Index Feb 2020 = 100
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Health Care 
Construction 
Government 
Other Services 
Trade 
Finance, Ins., Real Estate 
Accommodations and Food Service

https://data.uhero.hawaii.edu/#/analyzer?analyzerSeries=149140-148009&chartSeries=149140-148009&start=2019-01-01&end=2022-08-01&index=true&compare=true
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Continued tourism growth depends on international recovery

and the Japan visitor recovery has stalled since July

November 3,  2022

https://data.uhero.hawaii.edu/#/analyzer?compare=true&index=true&start=2020-01-01&analyzerSeries=152306-152168-154701-357721&chartSeries=152306-152168-154701-357721
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 Japan 

All Other

https://data.uhero.hawaii.edu/#/analyzer?compare=true&index=true&start=2020-01-01&analyzerSeries=152306-152168-154701-357721&chartSeries=152306-152168-154701-357721
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Japanese yen

Source:  FRED

Rising costs are stifling pent up demand 

Hotel rooms +30%, Food and Drink + 18%, Yen - 26%

Canadian dollar
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Australian dollar

Korean won

Index Jan 2020 = 100



Source: Source: HTA, UHERO forecasts.
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Actual visitor arrivals
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US visitors continue to surprise to the upside

US strength vs international weakness

000s visitors

https://uhero.hawaii.edu/category/forecast/
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Source:  Federal Reserve Board, UHERO 22Q3 forecast, 22Q4 preliminary forecast. 

Other surprises are not nearly as positive

Builders are being squeezed by rising costs and falling demand

30-Year Mortgage Rates
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22Q3 forecast

Forecast

https://uhero.hawaii.edu/category/forecast/
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Source:  Federal Reserve Board, UHERO 22Q3 forecast, 22Q4 preliminary forecast. 

Other surprises are not nearly as positive

Builders are being squeezed by rising costs and falling demand

30-Year Mortgage Rates
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22Q4 forecast*

22Q3 forecast

Forecast

https://uhero.hawaii.edu/category/forecast/
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Builders squeezed by rising costs and falling demand

affordability has collapsed with surging mortgage rates and prices

Source: Honolulu Board of Realtors, UHERO 22Q4 preliminary forecast.

Median Honolulu 
SF Resale Price

“affordable price”
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$ Forecast

https://uhero.hawaii.edu/focus-areas/forecast-project/
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Construction spending helps offsets decline in visitor spending 

Source: DBEDT,  UHERO 22Q4 preliminary forecast.

With federal IJA and DoD$—this time may really be different
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$2021 Billion
Forecast

Residential Permits

https://uhero.hawaii.edu/focus-areas/forecast-project/
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Source: DBEDT,  UHERO 22Q4 preliminary forecast.

With federal IJA and DoD$—this time may really be different
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$2021 Billion
Forecast

Non-Residential Permits 
Residential Permits

https://uhero.hawaii.edu/focus-areas/forecast-project/
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Construction spending helps offsets decline in visitor spending 

Source: DBEDT,  UHERO 22Q4 preliminary forecast.

With federal IJA and DoD$—this time may really be different
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Government Contracts Awarded  

$2021 Billion
Forecast

Non-Residential Permits 
Residential Permits

https://uhero.hawaii.edu/focus-areas/forecast-project/


What lies ahead post pandemic recovery?
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7.5%
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2.7%

Accommodations
4.3%

Transportation
6.2%

Trade
10.4%

State and Local Gov
9.7%

Source: BEA, DBEDT, UHERO.

Federal = 10.5%  
5.2% Civilian 
5.3% Military

Tourism = 17.8%

Industry shares of 2019 GDP



What lies ahead post pandemic recovery?

November 3,  2022 WWW.UHERO.HAWAII.EDU

Finance & Ins.
4.0%

Construction
6.0%

Health Care
7.5%

Food Service
2.7%

Accommodations
4.3%

Transportation
6.2%

Trade
10.4%

State and Local Gov
9.7%

Source: BEA, DBEDT, UHERO.

Federal = 10.5%  
5.2% Civilian 
5.3% Military

Tourism = 17.8%

Industry shares of 2019 GDP



What lies ahead post pandemic recovery?

November 3,  2022 WWW.UHERO.HAWAII.EDU

Other
20%

Real Estate
18%

Finance & Ins.
4.0%

Construction
6.0%

Health Care
7.5%

Food Service
2.7%

Accommodations
4.3%

Transportation
6.2%

Trade
10.4%

State and Local Gov
9.7%

Source: BEA, DBEDT, UHERO.

Federal = 10.5%  
5.2% Civilian 
5.3% Military

Tourism = 17.8%

Industry shares of 2019 GDP



0

1,000

2,000

3,000

4,000

5,000

6,000

0

500

1,000

1,500

2,000

2,500

3,000

1980 1984 1988 1992 1996 2000 2004 2008 2012 2016 2020 2024 2026

Visitor Arrivals
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000s of visitors

Forecast

When the recovery is over—

Source: HTA, BLS, UHERO 22Q4 preliminary forecast.  Nominal visitor spending deflated using Honolulu CPI.

can tourism “management” change this picture?

https://uhero.hawaii.edu/category/forecast/


What lies at the end of Hawaii’s recovery?

pre-pandemic cycle saw less than 1% real growth

Source: BEA, CENSUS, UHERO estimates of intercensal population (2011-2019),  UHERO 22Q4 preliminary forecast.

Real GDP growth  
(left axis)

Population  
(right axis)
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Source:  UHERO, Nov-22 probability as of 11/02/22.

Recession signal has surged with latest Fed moves

recession probability based on 10 year- 3month + Financial Conditions Index 

Probability of recession occurring  
in next 12 months 
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Productivity and employment growth pre-pandemic
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Healthcare leads the way in employment and productivity 
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Its never a good time, but every recession is different

as a small open economy, Hawaii can be battered or buoyed by external forces
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Is a soft landing even possible?

real household cash balances still > 2x pre pandemic levels

Source:Federal Reserve, UHERO.data.  Checkable Deposits + MMA deflated using CPI.

Billions 2022$
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Real value of Household Liquid assets 

https://www.federalreserve.gov/apps/fof/DisplayTable.aspx?t=L.101
https://data.uhero.hawaii.edu/#/series?sa=false&id=147941&data_list_id=18&start=2011-01-01
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Hawaii experience during US recessions

Source: BEA, BLS, HTA, UHERO. 

November 3,  2022

average % ∆ in 4 recessions: 1980, 1981, 1990, 2001

 Hawaii Real GDP
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Rising rents are still largely missing in Honolulu CPI

contributions to Honolulu consumer price inflation

Source: BLS, UHERO 22Q3 forecast, 2022 inflation numbers are second quarter values.
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https://uhero.hawaii.edu/category/forecast/


Hawaii households struggling with higher prices

Annual cost of excess inflation in Hawaii by quintile and component

Source: The Cost of Excess Inflation in Hawaii.
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Source:  Federal Reserve Board, via FRED.

Recession signals are heading for agreement

both spreads are likely to turn negative tomorrow

10 year — 2 year  
Spread 

10 year — 3 month  
spread 
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Source: International Monetary Fund.

Global inflation forecasts: serial upside surprises

0

2

4

6

8

10

2020Q1 2021Q1 2022Q1 2023Q1 2023Q4

Vintages of IMF inflation projections (World Economic Outlook)

Apr 2021  
     Jul 2021 

     Jan 2021

Oct 2021 

WWW.UHERO.HAWAII.EDUNovember 3,  2022

Jul 2022

%

Jan 2022

Apr 2022

https://www.imf.org/en/Publications/WEO/Issues/2022/07/26/world-economic-outlook-update-july-2022#Data%20Tools
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average % decline in previous five recessions
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Source:  Federal Reserve Board, CME Fedwatch updated 8/16/2022.

Fed pause might be wise, but markets are too optimistic

Fed Funds Rate Target
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Funds Rate 
implied by 
futures prices
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Futures implied funds rate peaks at 4.6%—below neutral rate?
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https://www.federalreserve.gov/monetarypolicy/fomcprojtable20220316.htm
https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html
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Source:  Census, via FRED. 12 month % ∆ of 3 month moving average of total new home sales. 

New Home Sales have fallen sharply with rate shock

declines of 20% precede most recessions

New Home Sales  
Y-o-Y %∆ 
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Source:  UHERO.data, University of Michigan, FRED

The good news—consumers don’t expect this to last

there is little evidence that inflation expectations are unanchored

Consumer 1-year expected inflation 
Consumer 5-year expected inflation  
5-year Breakeven inflation rate 
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Avg. 5-yr expected inflation

https://data.uhero.hawaii.edu/#/analyzer?start=2012-07-01&analyzerSeries=397710-397709-150760&chartSeries=397710-397709-150760&compare=true
http://www.sca.isr.umich.edu
https://fred.stlouisfed.org/series/T5YIE

