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ELI Remained Steady Until January, but the COVID-19 Pandemic
Is Likely to Create Substantial Downward Pressure on the Index
This special issue of the Erie Leading Index (ELI)
will focus on some of the economic effects that are
beginning to emerge as a result of the coronavirus
pandemic.
It may be worthwhile, however, to look briefly at the
state of the Erie economy prior to the onset of the
pandemic. Just before COVID-19 began to take its
dramatically brutal toll, the Erie Leading Index (ELI)
had provided hopeful signs that the local economy
would remain relatively stable for the foreseeable
future. Indeed, after rising toward the end of 2019, ELI
continued on an upward trajectory into the new year,
rising modestly by 0.7% through January.
As in previous issues of ELI, the charts at the bottom
of this page and the table at the top of the next page
show the most recent trends. Five out ELI’s eight
components increased through January to give the
overall index a gentle lift. The ELI component with the
biggest percentage increase during this period was the
S&P 500 Stock Index, which rose by 10.1%.
Alas, February will be remembered as the month of
calm before the full force of the pandemic began to
batter both the national and the local economy.
We are only beginning to see the initial economic effects of the pandemic, and there are likely to be ongoing adverse
effects in the upcoming months. Preliminary estimates of the employment effects of the pandemic so far are shown in
Figure 1 for the national economy and in Figure 2 for the Erie economy. The blue bars indicate the seasonally adjusted
average change in nonfarm employment between February and March during the 10 years since the end of the Great
Recession. The purple bars indicate the change in nonfarm employment between February and March of this year. While
both the national and local economy saw job gains, on average, during February-March over the past 10 years, total
nonfarm employment fell last month by 701,000 in the U.S. and by 200 in Erie.

*Data through January 2020
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ING SMARTER BUSINESS DECISIONS

Components of ELI
Variable

Oct.

Nov.

Dec.

Jan.

ERIE Leading Index

102.32

102.70

102.52

103.04

0.73

0.71

1.000

U.S. Interest Rate Spread (%)
U.S. Index of Coincident Indicators (2016=100)
U.S. Real Money Supply (M2) (bill of chained 2009 $)
PA Avg Weekly Hours in Manufacturing (hours)
Erie Manufacturing Employment (thou of jobs)
U.S. TS Freight Index (2000=100)
S&P 500 Stock Index (1941-43=10)
U.S. Building Permits (thou of units)

Oct.-Jan.

% Change* Weights

-0.1

0.3

0.3

0.2

0.33

-275.00

0.303

106.8

107.2

107.2

107.3

0.50

0.47

0.271

13,760.5

13,843.8

13,862.7

13,957.2

196.70

1.43

0.182

40.8

41.1

40.9

41.9

1.11

2.71

0.071

19.6

19.4

19.3

19.5

-0.04

-0.19

0.086

138.0

138.2

137.4

137.4

-0.60

-0.43

0.051

2,977.7

3,104.9

3,176.8

3,278.2

300.52

10.09

0.022

1,461

1,474

1,420

1,550

89.00

6.09

0.015

*Symmetric % change, using the average value of the series in the last quarter as the base. *Changes may differ from hand calculations due to rounding.

Which industries have suffered the greatest employment losses
so far as a result of the pandemic? The disaggregated industry
employment effects are shown in Figure 3 for the national
economy and in Figure 4 for the Erie economy. The blue bars again
indicate the seasonally adjusted average change in employment
between February and March during the 10 years since the end of
the Great Recession, while the purple bars indicate the change in
nonfarm employment between February and March of this year.
Both at the national and local levels, the biggest adverse
employment impact has been in the Leisure and Hospitality sector.
This is understandable, given the stay-at-home orders in the
Commonwealth and in many other parts of the country. Between
February and March, employment in the Leisure and Hospitality
sector fell by 459,000 in the country as a whole and by 200 in Erie
County. In contrast, over the past 10 years, employment in this
sector increased between February and March, on average, by
31,000 in the U.S. and by 16 in Erie.
A few sectors did experience employment gains last month,
including Mining, Logging, and Construction and Education
and Health Services in Erie County. But most industrial sectors,
both nationally and locally, experienced either zero or negative
employment growth for the month of March.
Erie’s seasonally adjusted unemployment rate rose to 6.5% in March,
compared with 4.2% a year ago. In Pennsylvania, the seasonally
adjusted unemployment rate has risen from 4.7% in February
to 6.0% in March. In the U.S. as a whole, it has risen from 3.5% in
February to 4.4% in March, and will likely be much higher in April.
If the more than 30 million initial unemployment insurance claims filed since March 21 are any indication, these unemployment
rates will most likely continue to increase in the next few months. To counteract the severe negative economic shock, Congress
has taken drastic financial measures, including a $2.2 trillion stimulus package passed in March and an additional $484 billion
in financial assistance to small businesses and hospitals that is currently being finalized. We will continue to monitor ELI
closely, since it will serve as an early-warning indicator for any impending downturn in the local economy.
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Trends and Implications for Different Sectors of the Erie Economy
Note: The COVID-19 pandemic is likely to create additional negative employment effects in most sectors of the economy.

Goods-Producing Sectors
Mining, Logging, and Construction:

Employment in this sector rose to 4,500 in
the middle of 2019. But it has fallen back to
3,800 in March, a decline of 2.6% (100 jobs)
compared with a year ago. Ordinarily, warmer
spring weather and coming construction
projects downtown would be expected to boost
employment. But COVID-19 may change that
outlook. This sector will continue to be affected
by fiscal, regulatory, and environmental policy.

Manufacturing:

Manufacturing employment rose by 1.5% (300
jobs) to 20,100 between January and June of
2019. However, it has fallen back to 19,100 as
of March, a year-over-year decline of 4.0% (800
jobs). Technology and automation as well as
international trade and government policy will
continue to affect this sector. The reduction in
consumer demand due to COVID-19 is likely to
add further downward pressure.

Plastics & Rubber Products Mfg:

Employment in this sector has been
remarkably stable, staying at 4,500 through
most of 2019 except for a slight bump up
to 4,600 in June and July. It remains steady
at 4,500 as of March, unchanged compared
with a year ago. Changes in technology,
globalization, and government policy
can affect this sector, as will reductions in
consumer demand due to COVID-19.

Private Service-Providing Sectors
Wholesale Trade:

The wholesale trade sector has remained
relatively stable, with employment staying
between 3,400 and 3,600 throughout 2019.
And employment has increased by 2.9% (100
jobs) year-over-year in March to 3,500. This
sector can be affected by government fiscal,
monetary, and trade policies as well as by
events that affect the global supply chain. The
COVID-19 pandemic will likely affect this sector.

Information:

This broad sector encompasses publishing
(including software, traditional, and Internet
publishing), motion picture and sound
recording, broadcasting (including traditional
and Internet broadcasting), data processing, and
information services. The number of jobs has
remained steady at 1,000 to 1,100 throughout
2019. It is currently at 1,000, unchanged from a
year ago. This sector will continue to be affected
by rapid changes in technology.

Education and Health Services:

Employment in this sector reached 29,600 in
October and November 2019. It has further
increased to 29,700 in March, a year-over-year
increase of 0.7% (200 jobs). This continues to be
the largest sector (by employment) in the local
economy. Education and health-care policy,
technology, and demographics shifts are all
likely to affect this sector. COVID-19 will also
have significant effects on this sector.

Retail Trade:

Employment in this sector reached an annual
peak of 14,900 in November and December
2019, largely due to holiday shopping. As of
March, it has fallen back to 13,900, a year-overyear decline of 2.8% (400 jobs). Government
policies that affect household disposable
incomes, e-commerce, and continued
manufacturing job losses can influence this
sector. COVID-19 will also create disruptions.

Financial Activities:

Employment in this sector reached an annual
peak of 6,700 in July 2019 but has fallen back
to 6,400 in March, the same level as a year ago.
Innovations in the financial services industry
and in data and information processing
will affect this sector. The sector will also be
affected by government fiscal, monetary,
banking, regulatory, and trade policies that
influence household and corporate financial
decisions. COVID-19 may also have an impact.

Leisure and Hospitality:

As expected, employment retreated from its
summertime high of 15,300 in June and July
2019 to 13,700 in November and December.
It has fallen further to 13,100 in March, a
year-over-year decline of 3.0% (400 jobs). In
addition to seasonal factors, this sector will be
affected by local economic development and
marketing initiatives. COVID-19 is expected to
have an especially big negative impact.

Transportation, Warehousing, Utilities:

Employment in this sector fluctuated over
the course of 2019 between 3,200 and
3,400. After reaching 3,400 in November and
December, employment has fallen back to
3,200 in March, a year-over-year reduction
of 3.0% (100 jobs). Seasonal factors,
government policies, and events such as
COVID-19 that affect the global supply chain
can influence this sector.

Professional and Business Services:

Employment in this sector reached an annual
peak of 10,400 in October 2019, but has
fallen back to 9,800 in March, a year-overyear decline of 2.0% (200 jobs). This sector
can be affected by government policy as well
as by structural and demographic changes in
the local economy that alter the demand for
professional services. The sector may also be
affected by COVID-19.

Other Services:

After reaching an annual peak of 6,200 in
July 2019, employment in this sector has
fallen back down to 5,900 as of March, a
year-over-year decrease of 1.7% (100 jobs).
Government policy as well as demographic
changes and economic events affecting
disposable incomes will influence this sector.
The COVID-19 pandemic will also likely affect
this sector.

Government Sector
As of March, Erie employment in the government sector stood at 16,300, down 0.6% (100 jobs) compared with February, but up 0.6% (100 jobs) compared
with a year ago. Federal government employment was unchanged at 1,700 between February and March but is up 6.3% (100 jobs) compared with a year
ago. Changes in state and local government employment normally occur over the course of the school year. For example, from December to January, state
government employment dipped to 4,000 and local government employment dipped to 10,100. Compared with a year ago, state government employment
has fallen by 2.2% (100 jobs) to 4,500 while local government employment has risen by 1.0% (100 jobs) to 10,100. Federal and state education, fiscal, and
regulatory policies will affect local government employment at all three levels. The COVID-19 pandemic will also likely have effects on the government sector.
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