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Issue #4: First Quarter 2012 (data through March 2012) 

Despite volatility, ELI points upward.  Kind of. 
 

ELI has been volatile but essentially flat over the past couple of years.  Between December and January, ELI 
fell about 1%, and then stayed flat for the rest of the quarter.  If we take a bit longer perspective, the data from 
August 2012 through March 2013 are a bit more upbeat.  In fact, there has only been one down month in ELI 
during that period. While we’re reluctant to call it an upturn in ELI, it sure doesn’t look like a downturn, and that’s 
at least a bit of good news.  It suggests that there is no recession on the near horizon for Erie.   
 
Erie employment growth has been anything but robust recently, down a bit more than 1,000 jobs since February 
of 2012.  On the other hand, it’s up about 800 since December of last year.   In fact,  employment is about 
5,800 jobs above the trough that occurred in February of 2010 locally, recovering many of the 9,200 jobs lost in 
the last recession.  However, the vigorous job growth we’d like to see seems to have abandoned us for a while.  
But is that blue line on its way down to lower values?  ELI says no, at least not in the immediate future. 
 
It now appears that there will be a loss of about 1,000 high-paying jobs at GE this fall.  Does that change ELI’s 
story?  While the loss of those good jobs will certainly pummel the local economy a bit, Erie has experienced 
these kinds of lob losses in the past, and so they are already part of the history on which ELI is built. If the rest 
of the local and U.S. economies continue to grow, albeit slowly, perhaps Erie can dodge the worst-case 
scenarios that we can all conjure up from the GE debacle. 
 
Sharp-eyed ELI readers will notice that the data shown above are a bit different from those displayed in the last 
couple of issues of ELI.  This is partially due to major revisions in Erie’s employment data this spring by the 
government data gurus.  In fact, while it originally looked like Erie’s employment levels had surpassed the pre-
recession peaks, now we’re told that the true employment levels are significantly lower than first thought.  
Disappointing, to say the least!  The initial data showed a major spike in Erie employment followed by an 
equally steep and sudden decline—a bit suspicious in retrospect.  The revised employment data shown above 
display a less dramatic—and more likely—pattern.  We also applied a slightly different, and hopefully more 
accurate, way of adjusting for long-term trends in this issue of ELI. 
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Variable Dec Jan Feb Mar Dec-Mar % Change* Weights

ERIE Leading Index 98.07 97.20 97.22 97.22 -0.85 -0.87 1.000

U.S Interest Rate Spread (%) 1.56 1.77 1.83 1.82 0.26 15.38 0.296

U.S. Index of Coincident Indicators (2004=100) 106.1         104.6         105.2       105.3       -0.8 -0.76 0.271

U.S. Real Money Supply (M2) (bill of chained 2000 $) 8,943.1      8,973.8      8,917.2     8,958.2     15.1 0.17 0.180

PA Avg Weekly Hours in Manufacturing (hours) 40.95         40.86         40.82       40.72       -0.23 -0.57 0.078

Erie Manufacturing Employment (thou of jobs) 21.89         22.80         22.90       22.90       1.01 4.52 0.087

U.S. TS Freight Index (2000=100) 109.95       107.10       108.88      109.95      0.00 0.00 0.050

S&P 500 Stock Index (1941-43=10) 1,422.3      1,480.4      1,512.3     1,550.8     128.6 8.6 0.022

U.S. Building Permits (thou of units) 909            915            952          890          -19 -2.11 0.017
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Components of ELI 

 

ELI is sponsored by: 

 

*Symmetric % change, using the average value of the series in the last quarter as the base. 

Strong performance in 

the financial sector 

nationally helped pull 

ELI up, but couldn’t fully 

offset the three negative 

components. 

As they often do, the eight components of ELI sent mixed signals during 
the first quarter of 2013.  Over the first quarter of the year, four of ELI’s 
components rose while three dropped, and one remained unchanged. In 
this case those changes combined to generate a modest drop in the 
overall ELI.  But that drop occurred in the one month from December to 
January, followed by essentially no change for the last two months of the 
quarter.   
 
During the quarter, both the S&P 500 Index and the interest rate spread 
rose significantly, helping to pull ELI up, as did the increase of nearly 1,000 
in Erie manufacturing employment. Of course, an increase in 
manufacturing jobs is always welcome news. The money supply also 
continued to grow a bit, although the Fed has recently signaled that they 
may start slowing their monetary expansion, finally.  
 
More than offsetting these positive factors, though, were the drop in the 
overall national economy (represented by the Index of Coincident 
Indicators), the drop in building permits nationally, and the slight fall in 
hours worked in manufacturing in the state.  A drop in hours worked per 
week is not unusual at this point in the business cycle, as firms hire more 
workers and cut expensive overtime hours. 
 
 
 
 
 
 


