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ECONOMIC CONDITIONS

Duluth’s economy experienced its usual seasonal down-
turn in September. The Duluth Business Index ( DBI ) for the
month was 133, down four points from August. This decrease
is the same as the average August-September change over the
past 10 years, but of greater importance, however, is the
12-point gain in the index over one year ago.

At the beginning of 1986 the forecast made for the entire
year was for a 14 percent increase over 1985. At the time the
forecast was made it was felt that the greatest economic
advance would come during the second half of the year. For
the first nine months of 1986 the DBI averaged only 4.5
percent above last year for the same period. The anticipated
midyear upturn was delayed in starting mainly because of the
delays encountered in the construction industry due toalot of
wet weather. Based on the current trends noted in several of
the barometers used to construct the DBI, it does not seem
unrealistic to expect a continued improvement in the
business climate by the end of the year. Unanticipated
happenings, however, in several of the index components
could hold the annual index increase over 1985 to something
less than 14 percent.

There are several factors which add fuel to the thought that
September may be the turning point in the improved
economic pattern expected during the last quarter. In
comparing the 1986 monthly index with the 1985, it was
noted that the Augusi-September index drop of four points
this vear was 10 points less than last year. Building permit

valuations since Januaryare already 107 percent over last year
and further permits of substantial size will be issued before
the end of the year. Grain shipments, which were forecasted
to show no increase over 1985, are running 15 percent ahead
of last year and could well end the season at a higher level than
anticipated. Import-export shipping, excluding grain, was
projected to be at the same level in 1986 as it was in 1985. So
far this vear it is ahead of last year by 9 percent.

On the down side, both iron ore shipments and metal
mining employment are averaging less than was expected for
1986 and these losses will be determinants in how close the
Duluth economy will come in 1986 to the forecasted figure.

Freight carloadings were up by two points over August
which was less than the average seasonal increase of nine
points. The September increase was due to the 12 percent
gain in grain receipts by rail, chiefly wheat and barley.
Compared to last year the freight carloading index was down
noticeably with grain receipts by rail of wheat, durum and
barley the major grains affected.

Bank debits (value of checks written) showed no real
change between August and September. Historically, this
component experiences a drop of three points during this
period. In the over-the-year comparison both individual and
commercial accounts recorded declines in bank debit
valuations from September 19853, while government check
writing dollars dropped by approximately 4 percent.

The value of building permits issued and under con-




 TIME PERIOD DULLTH

INDEX

Sept 1086 ... e 133
Aug 1986 ... ..., 137
Aug-SeptChange ... ..., —4

~ Normal Seasonal Change Augto Sept ......... —4
-~ September 1985 .........ooiiiiiiiiiis, 121

- Change, September 1985 to September 1986 ... +12
- Seasonally Adjusted Index September 1985 ... 125
Seasonally Adjusted Index September 1986 .... 132

NOTE: Employment totals may not add up due to rounding.
Source: Minnesota Dept. of Jobs and Training.

AUGUST INDEX
August 1986 July 1986 August 1985
105 110 g7

Estimated Tourist expenditures
{in 000’s)

Aug. Aug. % Change
1986 1985 1985-86

Lodging ........ioiiiiiniann $2,079 $1,879 +10.6%
Eating, Drinking ............. 2,725 2,713 +0.4%
RetaitSales ................. 1,127 1,077 +4.6%
Auto,Gas .............i s 549 525 +4.6%
Other ..., 871 833 +4.6%
Totals ..., §7,351 §7,027 +4.6%

Current Year
Month Ago %
Sept. 1986 Sepl. 1985 Change
TOTALLABORFORCE ........ 33,900 33,100 +2
{Duluth Residents)

Unemployment ............. 1,700 2,000 —15
% of Fotal (Actual) ......... 5.0% 6.0% XXX
Seasonatly Adjusted ....... 57% 6.8% XXX

Employment ............... 32,200 31,200 +3
YofTotal ..........o0hnt. 95.0% 94.0% XXX

TOTALWORKFORCE .......... 42,200 41,500 +2
{Duluth Jobs)

Manufacturing ...... D, 3,600 3,900 —8
%ofTotal ...........vvnnnn 8.5% 83% XXX

Nonmanufacturing ............ 38,600 37,600 +3
%ofTotal .............vv'n 91.5% 90.7% XXX

PERSONS CLAIMING
UNEMPLOYMENT BENEFITS
(Duluthonly) .................. 451 522 —14
. AVERAGE WEEKLY EARNINGS
(Manufacturing Only} .......... $371.34  $384.36 —3 :

struction (in 1967 dollars) jumped up sharply in September
and was substantially higher than one vear ago. The reason for
the big increase over one month ago and one year ago was the
large permit issued for the construction of one phase of the
paper mill. This is the first of several large permits expected to
come this fall for this project. In addition to the paper mill
permit issued, a $2.0 million permit was issued for a retail
structure -in an expanding shopping mall Several other
important, but smalier building permits issued were also a
part of the September building permits increase.

It is becoming quite clear the impact that these major
construction projects are having on employment in the
construction industry. In September, the 1,866 persons
employed in the construction industry was the highest for that
month since 1978 when there were 2,052 workers on
construction jobs. For the first nine months of 1986 industry
empioyment has averaged 1,190 workers compared to 1,131
for the same months in 1985. More important, the number of
construction workers is expected to increase during the
remaining months of this year whereas in 1985, September
was the peak month and construction jobs had declined 500
workers by December.

The total number of wage and salary workers in September
was 42,170, up by 630 workers over August and 700 over last
year. The job market is providing important strength to
Duluth’s economy this year and the number of jobs to-date is
averaging 640 workers above last year. This amounts to a 1.6
percent improvement so far this year, but this relative increase
is still running short of the 3.5 percent increase projected for
all of 1986 over the 1985 annual average. Manufacturing
employment showed virtuaily no change from August. Among
the non-manufacturing industries, construction, transpor-
tation and service employers were the chief factors in the
nonfactory job rise in August. Comparisons with last year
show construction, transportation, service and government
recording the bulk of the gain.

With the improvement in the job market has come a decline
in the rate of unemployment. The 5.0 percent jobless rate in
September represents 1,092 workers without jobs. One
month earlier the 1,782 unemployed persons represented 5.2
percent of the labor force. The September job market was
definitely improved over one year ago when the unem-
ployment rate of 6.0 percent represented 1,986 unemployed
job seekers.

Retail sales (deflated for price changes) experienced a
minor gain over August with the August index of 108.2
advancing to 109.0 in September. This increase, although
slight, ran counter to the seasonal pattern of the last 10 years
when retail sales recorded an average 12-point drop. The
consumer spending picture this year has been more upbeat
than for the same nine months in 1985. Not only did
September sales show a jump of 6.2 percent over September
of 1985 but for the year-to-date retail sales are 3.1 percent
ahead of last year.

The sales outlook for the year looks more promising than
what was projected at the first of the year when the projection
was for a 2.5 percent gain in retzil sales over 1985. With the
higher-than-average wages generated by the improving level
of employment in the construction industry coupled with the
possible spurt in consumer spending to take advantage of sales
tax credits before December 31, 1986, especially on big ticket
iterns, sales may well be better than anticipated in 1986.

Lake cargo, other than grain, showed a decrease from
August which is a normal trend. Water borne tonnage in
September, however, was up noticeably over last year and for
the year-to-date tonnage is up nearly 10 percent over last year.

Metal mining employment showed a decrease of 200
workers from the 4,200-job level in August. Not included in
the September total are the approximately 1,300 workers on
strike. Even if they were, the number of jobs this year would
fall short by 1,500 workers from the year previous. Some




workers have been recalled to their jobs but the number is not

substantial enough to reverse the worker’s plight in the
mining industry.
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Building Permits (Adj)

Sept. Sept. %

% 1986 1985 Change
ZAll Urban Consumers ................ 3302 3245 +1.8%
§Urban Wage Earners &

2

Coal Receipts

Postal Receipts

Clerical Worker (Revised)
Source: Bureau of Labor Statistics

.......... 3249 3205 +1.4%
Grain Shipments

R R L

Other Lake Cargo

Tota! Duluth Business Index

. Current Month Year Ago
Electric Power Sept. 1986 Sept. 1885
(Commercial-Industrial) BANK DEBITS TOTAL ..cooooivvvnnn.... $1,057.3 $1,167.8
Individuals .......................... 1391 1539
) %oftotal ... 13.2% 13.
Duluth Nonagricuitural Employment +2% Commercial ACCOUMS .........ouvn... 8257 917.'2/%
e Yoftotal ... ... 78.1% 78.6%
; ; : o overnment (State & Local) ........... 92.6 96.2
Retail Sales (Adj) 1% 00 OFROMAL ... oeeerreonnnr i, 8.7% 8:2%
Electric Power (Residential) NO CHANGE TOTAL DEPQOSITS (END-OF-MONTH) . $910.9 $960.5
Demand ............... ... iiiue... 166.2 161.2
) Yoftotal ... . ..ol 18.2% 16.8%
Electric Customers NO CHANGE Timeand Savings ..................0s 7447 799.2
7 Yooftotal ...l 81.8% 83.2%
2 Freight Carloadings SavingsOnly ... ...c.oiiiiiii... 152.4 171.7
D%i.HLAR VALUE OF NEW REAL ESTATE 5
. MORTGAGE 1SSUED (CURRENT MONTH) 7.4 4.5
Bank Debits RESIAENNIE! . v veeeenenseeeeneenn 74 37
) %oftotal .......................... 96.0% 83.6%
Iron Ore Shipments DEPOSIT TURNOVER RATE* ........... 64 72
State Metal Mining
Figures rounded in millions. Shown in current doilars. Sub-totals
may not sum to totals due to rounding. Percentages calculated from
unrounded data. Above data covers commercial banks and savings
. and loan associations anly.
*Deposit Turnover—Bank debits divided by demand deposits.
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UNADJUSTED (FOR PRICE CHANGES) SALES AGJUSTED (1967=100) SALES
(060'S OF DOLLARS)
MONTHLY YEAR-TO-DATE
Sept. % Sept. % Sepl. Sept. % Y%
Selected Industry Description 1986 Total 1985 Tota!{ 1986 1985 Change 1986 1985 Change
Bldg.. Materials, Hardware, et¢. ., .. ..., $ 2333 44% $ 2313 46%| $ 71v %8 717 —07% $ 5639 $ 5662 0.5%
Department Stores ... cv e nviineaan 9,895 18.5% 9,302 18.5% 3,017 2,882 4.7% 24,632 23,885 3.1%
Other General Stares . ..o v v ne v 98 2.0% 95 0.2% 30 29 1.9% 249 256 —21%
Grocery B101es . . vuvs i nan 7.348 13.7% 6,771 13.5% 2,405 2,286 52% 22,261 19,783 12.5%
OtherFood Stores ... - s s v ia v v v v 1,454 2.7% 1,667 3.3% 476 563 —15.4% 4,279 5327 —197%
Motor Veh. Dealers (New & Used) .. ... . 6,887 12.9% 5,946 11.8% 2,323 1,881 23.5% 17,845 15,047 19.3%
Other Auto Dealers, Serv. Stations . ., .. 5019 0.40 £,206 10.4% 1,693 1,647 2.8% 13,808 14,344 —-37%
Apparel & Accessory Stores .. ... ..., 1,342 2.5% 1,506 3.0% B60 743 —11.1% 4,546 4,333 4.9%
Furniture, Home Furnishings . .. ... ... 2,720 51% 2,301 4.8% 1,086 933 16.3% 8,226 7,866 4.6%
EatingPlacesOnly ... vuvnnnnes 3,118 5.8% 3,890 1.7% 974 1257 —22.5% 8,300 10,087 —i77%
Other Eating & Drinking Places . ...... 3,994 7.5% 2,262 4.5% 1,248 731 70.7% 7,224 6,422 12.5%
Miscellaneous Piaces ...+ ue ... 9,330 17.4% 8,975 17.9% 2,830 2,780 2.1% 23,379 23,310 0.3%
. TJOTAL & ie i san e ananass $53,538 100.0% $50,233 100.0%; $17,.462 $16448 6.2 $140,550 $136,330 3.1%
DULUTH RETAIL SALES INDEX 1090 1026 529 87.4 94.5 3.1%
Note: The information contained in this table reflects actual sales of Duluth firms who report saies taxes on a monthly basis. Information on sales
of other firms and on the methodology used to prepare this table can be obtained from the Bureau on request.
Source: City of Duluth, Treasurer's Office.




INDEX NUMBERS

(1967 = 100) UNADJUSTED DI“G' NAL DATA
INDEX CHANGE
Sept. "85 Aug. '86
Component ?ggts 1?896 ?;215 Seplfess Sthf?as Unit 513?6 :;896 513';!5
Freight Carloadings 98 g6 112 —14 +2 (Cars) 11,110 10,805 12,639
Bank Debits 3 301 301 341 —40 4] (Dollars in '000's) 1057,321 1,194,390 1,167,762
Building Permits 2 126 9N 31 +95 +35 {Actual $ Valug) 11610039 3,514,779 863,746
Postal Receipts 452 390 337 —115 +62 {Doliars) 1,065,875 919,062 795,300
Electric Power (Commercial & Industrial) 156 158 140 +16 —2 (KW.H. in *000's) 38,856 39,474 35,041
Electric Power (Residential) 116 122 116 6 —6 (KW.H. in '000's) 16,959 17,798 16,855
Number of Electric Customers 104 104 104 0 0 34,745 34,696 34,863
Grain Shipments 143 114 119 +24 +29 (Bushsls in "000's) 42,020 33,541 34,865
Coal Receipts 9 0 11 —2 +4 {Short Tons in '000's) 21 0 26
Iron Ore Shipments 34 44 41 —7 —10 (Gross Tons in "000's) 400 513 486
Other Lake Cargo 2563 485 181 +72 232 {Short Tons) 88,859 170,665 63,602
Duluth Nonagricultural Empl. 10t 100 992 42 +1 (Persons} 42 200 41,500 41,2002
Duluth Retail Sales Index ¢ 109 108 103 +6 +1
State Metal Mining Empl. 32 332 54 —22 (Persons) 4,000 4,2008 6,800
OVERALL 133 137 121 +12 —4

University of Minnesota, Duluth.

Revised.
. Deftated for price changes.

NS

shown for Bank Debits are in current dollars.
. Estimaie.

o

. The Building Permits lndex is adjusted 1o reflect the amount of construction occurring during the month,

1. Source of data: Duluth industrial Bureau, Building Inspector’s Office of the City of Duluth, U.S, Pest Office in Duiuth, Minnesota Power Company, Minneapolis
Grain Exchange, American lren Ore Association, Seaway Port Authority of Duluth, Minnesota Department of Jobs and Training and the Depariment of Economics,

. Beginning with Januwary 1978 and for subsequent months the Bank Debits Index number will be agjusted by the GNP Implicit Price Deflator. Ail doliar figures
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