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New England
•	 New	England’s	economy	is	expected	to	underperform	relative	to	the	nation	over	the	forecast	horizon.	The	regional	

economy	will	advance	by	1.8%	this	year	and	next,	with	strength	in	Massachusetts	providing	some	offset	to	modest	
growth	profiles	elsewhere	in	the	region.		

Middle Atlantic
•	 The	Middle	Atlantic	will	remain	the	slowest	growing	region	in	the	TD	Footprint.	Weighed	by	tepid	population	growth,	

underperforming	housing	markets,	and	fiscal	challenges	regional	growth	will	remain	bound	to	the	mid-1%	pace	over	the	
2015/16	period.	N.Y.	will	outperform	its	neighbors,	but	even	there,	expansion	will	be	modest	as	support	from	financial	
sector	stays	limited.

  Upper South Atlantic
•	 The	Upper	South	Atlantic	economy	will	underperform	the	nation	this	year,	expanding	by	2.3%,	before	accelerating	above	

the	national	pace	next	year.	N.C.	will	lead	regional	growth,	while	D.C.,	Md.	and	Va.	will	continue	their	slow	recovery	
from	cuts	to	federal	spending.	Delaware’s	economy	will	decelerate	as	a	boost	from	the	finance	industry	moderates.

Lower South Atlantic
•	 The	Lower	South	Atlantic	will	continue	to	outpace	the	nation	over	the	forecast	horizon.	Growth	will	average	3.5%	this	

year	and	next,	led	by	Fla.	where	housing	and	tourism	are	recovering	robustly.	Ga.	will	also	outperform	the	nation,	while	
S.C.	will	underperform	slightly	given	the	limited	support	from	high-skill	service	sectors.

March 26, 2015

Beata Caranci, VP & Deputy Chief Economist
Michael Dolega, Senior Economist
Ksenia Bushmeneva, Economist

 U.S. Macro Themes	
•	 Unseasonable	 cold	 and	 record	 snowfall	 in	 parts	 of	 the	

country	will	slow	economic	activity	early	this	year	before	
bouncing	back	to	average	3.0%	during	2015.

•	 As	the	unemployment	rate	falls	to	5.0%	and	the	Federal	
Reserve	beginning	to	normalize	monetary	policy,	economic	
growth	will	edge	down	to	2.8%	in	2016.

•	 Consumer	spending	is	at	the	core	of	the	economic	outlook,	
supported	by	job	gains,	steadily	increasing	wages,	and	low	
energy	prices.

•	 The	rise	in	domestic	spending	and	a	higher	U.S.	dollar	will	
benefit	the	rest	of	the	world,	but	may	slow	growth	among	
U.S.	manufacturers	 and	 exporters,	who	 are	made	 less	
competitive	as	a	result.
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NEW ENGLAND (CT, MA, ME, NH, RI, VT)

Massachusetts: Winter snowstorms disrupt but won’t 
derail economic activity 

The start of the year has not been an easy one for Mas-
sachusetts, as inclement winter weather battered the Bay 
State. Boston – the epicenter of economic activity – has 
been particularly hard-hit with a record amount of snow. 
While the full economic impact of this weather calamity 
is yet to be revealed in the data, there is little doubt that 
activity was hindered in the first quarter – a déjà vu from 
last year. The slowdown is becoming apparent in many 
weather-sensitive areas, such as retail sales and the hous-
ing market. New vehicle registrations – a proxy for auto 
sales – have declined precipitously in Massachusetts over 
the winter months, eclipsing the decline seen at the national 
level. In the housing market, pending and closed home sales, 
as well as new listings, were also down at the start of the 
year. Labor market performance was also muted in January, 
with state payrolls adding a modest 2.6k jobs – about half 
of their average monthly pace in 2014.  We expect February 
to produce even more lackluster payroll results, since that’s 
when the bulk of the snowfall occurred. On top of severe 
winter weather, a projected budgetary shortfall of $700 
million in the 2014-2015 fiscal year poses another potential 
headwind to job creation. One of the suggested measures 
to close the deficit is a hiring freeze by all state agencies 
until the end of June. 

Looking past the dismal first quarter and the looming 
budget gap, the Bay State’s economic fundamentals remain 
solid. As a result, our outlook for the rest of the year remains 

robust, with employment and GDP forecast to expand by 
1.6% and 2.2%, respectively. Over the past three years, 
Mass.’s economy has been remarkably resilient, churning 
out on average of over 50k new jobs per year – a pace not 
seen since the late 1990s. Although employment gains 
were and will continue to be broad-based, the bulk of the 
new jobs will be concentrated in core industries: profes-
sional, scientific & technical services as well as healthcare. 
Together these two industries accounted for nearly half of 
all new jobs last year (see chart), and will continue to be 
important job creators going forward. In the professional, 
scientific & technical category, computer systems design 
and R&D services are leading the charge. Mass.’s highly 
educated labor force and concentration of research hospitals 
and universities continues to draw high-tech and bio-tech 
firms into the state, with several new companies recently 
announcing expansions. 

These are not the only areas where Mass. is show-
ing relative strength. Multi-family starts have more than 
doubled since the recession trough and now account for 
half of all new residential construction. This has helped to 
boost construction payrolls by 20% since the trough, topping 
gains seen at the national level. Despite brisk construction, 
demand continues to outpace supply and inventory remains 
tight, with only 3.6 months of supply for single-family 
homes and 2.3 months of supply for condominiums. The 
trifecta of strong demand for multi-family homes, a lack of 
acceleration in single-family homebuilding, and tight inven-
tory levels has allowed Mass. to lead the northeastern shore 
in terms of home price growth. Some of the heat should come 
off prices this year as a large supply of new multi-family 
units hit the market.  We expect overall home price growth 
to moderate from 6.2% in 2014 to 4.3% this year and next. 

Connecticut: Biotech offers hope 

Connecticut’s economy continues to chug along at a slow 
pace, but acceleration in job creation in the second half of 
2014 suggests that better times may lie ahead. Indeed, both 
employment and real GDP growth are poised to show a slight 
improvement this year, advancing by 0.9% (up from 0.7%) 
and 1.2% (up from 0.9%), respectively. Underpinning this 
modest acceleration will be reduced drag from Connecti-
cut’s underperforming industries, such as finance and state 
& local government, as well as a larger contribution from 
professional, scientific & technical services. 

Specifically, after seven consecutive years of downsizing 

-1.7	
-1.1	
-0.5	
0.0	

0.1	
1.0	
1.8	
2.4	
2.6	
2.7	

5.0	
5.2	
5.3	

8.4	
8.6	

14.6	

-4.0 1.0 6.0 11.0 16.0

Education
Manufacturing

	Mgmt.	of	companies
	Information

	Finance	&	insurance
	Real	estate	&	leasing
	Arts	&	Entertainment

	Administrative	&	waste	mgmt.
	Total	trade

	Transportation	&	utilities
	Construction

	Accommodation	&	food
	Other	services

Government
	Prof.,	scientific	and	tech.

	Health	care

*PST	denotes	Professional,	Scientific	and	Technical	services	
Source:	Bureau	of	Labor	Statistics			

Contribution	to	Mass.	payrolls	(in	thnds.)	 

HEALTH CARE, PST* SERVICES AND GOVERNMENT 
CREATED THE BULK OF  MASS. JOBS IN 2014	



3

TD Economics | www.td.com/economics

March 26, 2015

in the aftermath of the global financial crisis, cuts in Con-
necticut’s oversized finance & insurance industry finally 
appears to be levelling off. The same is true for state & local 
government payrolls, which have been shedding jobs for 
six years straight. That being said,  both industries remain 
under pressure and neither is expected to be a significant 
contributor  to economic growth or employment. Ditto for 
state defense manufacturing industries, which continue 
to operate in a challenging environment marked by sharp 
greenback appreciation and ongoing federal fiscal restraint. 

Fortunately, the same cannot be said about Conn.’s 
professional, scientific & technical services, where activ-
ity has been ramping up (see chart). Last year, the industry 
single-handedly generated a quarter of all new jobs in the 
state, posting its strongest pace since 2000. Ever since the 
Bioscience Connecticut program was launched in 2011, the 
state is making progress in trying to transform itself into a 
bioscience and biotechnology hub. Last year, Jackson Labo-
ratory for Genomic Medicine opened up their new facility 
on the campus of UConn Health Center. In addition, the 
biotech cluster in New Heaven continues to expand, with 
the amount of venture capital going to Conn. start-ups more 
than doubling in 2014.  

Recent strength in professional and scientific hiring is 
encouraging; however, Conn.’s economy is not going to be 
off to the races any time soon. Profound job losses in the 
well-paying finance, manufacturing and government sectors 
have left deep scars on the economy. This is evident in the 
housing market. After bottoming in 2011, home prices have 
hardly seen any gains, and are expected to remain flat next 
year. Recovery in homebuilding is also lagging the national 

by a wide margin. 

Maine: Rising greenback casts a shadow 

Maine’s economic recovery stands as the second-
weakest in the New England region. As a result, Maine’s 
real GDP is expected to surpass its pre-recession level only 
this year – four years later than the national economy, and 
three years lagged to New England. Maine’s payrolls are 
unlikely to hit this mark even by the end of our forecast 
horizon.  Annual payroll revisions were the latest setback, 
painting a more muted picture of job creation in 2014 than 
previously reported (see chart). Revisions shaved a massive 
0.7 percentage points from employment growth, bringing 
the state’s pace of job creation down to just 0.5% or less 
than half the pace of the New England region. The bulk of 
the downward revisions were concentrated in education & 
health, and leisure & hospitality. Hiring within the leisure & 
hospitality industry will likely slow even further this year, 
as rapid appreciation of the U.S. dollar vis-à-vis the loonie 
weighs on tourist traffic and spending from north of the 
border. Canada is also a final destination for over 50% of 
Maine’s exports, making a stronger U.S. dollar a headwind 
for export-oriented manufacturers. Those tend to be concen-
trated in the non-durable segment; meanwhile, producers 
of durable goods are more domestically oriented and will 
benefit from a strengthening U.S. economy. Additionally, 
the shipbuilding industry will be getting a lift from several 
big contracts from the U.S. Navy. While the improved for-
tunes of durable manufacturers are good news for the state, 
Maine’s unfavorable demographics and over-reliance on low 
value-added industries will keep growth pinned around the 
mid-1% range over the forecast horizon.
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MIDDLE ATLANTIC (NJ, NY, PA)

New York: Outshining its neighbors 
The Empire State economy continues to outshine its other 

Middle Atlantic neighbors, leading the way in terms of job 
creation and economic growth. Last year, the preliminary 
employment data suggested some slowing in employment 
momentum. However, recent upward revisions added some 
45k extra jobs to the 2014 headline, re-affirming that job 
creation remains robust. In fact, after factoring in the revi-
sions, last year’s state payrolls growth of 1.7% was the 
fastest clip since the post-recessionary period. Even more 
encouraging is the fact that the job creation is broad-based. 
With the exception of the government sector and manufac-
turing, all industries contributed to the headline number. 
Even the hard-hit financial sector boosted hiring last year 
for the first time since 2011. 

Undoubtedly, New York City contributes greatly to the 
entire state’s economic fortunes, and the city’s pull has never 
been greater than during the latest economic recovery. Over 
the last four years, NYC was responsible for 76% of all new 
jobs created in the state – a share that is 7.5 percentage points 
higher than prior to the recession and 28 percentage points 
higher than during the 1990s. Last year, NYC’s employment 
advanced by 3.1%, outperforming the state and the nation. 
This marked the eighth consecutive year that job growth 
surpassed the national (see chart). This is quite remarkable 
because in the past such episodes of NYC’s outperformance 
were typically driven by the booming financial sector. 
However, this time around it has done so without much 
help from the financial industry, pointing to a broadening 
in growth drivers. 

Underpinned by NYC’s dynamic and diverse service 
sector economy, state payrolls are forecast to expand by 
1.5% this year and next – slightly slower than in 2014. 
Some of this modest deceleration reflects the headwind that 
the surging U.S. dollar poses for the leisure and hospitality 
industry.  The Big Apple receives the largest number of 
international visitors in the nation, helping the leisure and 
hospitality industry to generate one out of ten new jobs in 
the state. Nonetheless, other services will continue to fare 
well. An accelerating national economy will boost demand 
for professional and business services. NYC’s vibrant start-
up scene and rising wave of venture capital investment will, 
in turn, increase demand for office space, benefitting the 
real estate, rental & leasing industry and non-residential 
construction. All in all, a strong base in services will allow 

N.Y. to outperform other Mid-Atlantic states.  However, 
output growth will remain modest relative to the nation due 
to hindered performances within the financial and manufac-
turing industries. 

New Jersey: Seeing a break in the clouds
The Garden State’s economic momentum continues to 

be modest relative to the region and the nation.  However, 
upward revisions to the jobs data offer reason to be more 
optimistic.  Preliminary data suggested that job creation 
in New Jersey came to a near-halt in the second half of 
2014. But, those figures were revised from paltry 9.4k new 
positions to a much-improved 28k positions. Upward revi-
sions were not entirely unexpected, which we noted in our 
December report. However, it was particularly encouraging 
to see that the bulk of the revisions were in some of New 
Jersey’s most underperforming industries, such as leisure 
& hospitality, state & local government and construction. 

Despite this good news, N.J. is definitely not firing on 
all cylinders. Employment remains 2.4% below its pre-
recession peak, payrolls are advancing at less than half the 
national pace,  and foreclosure  inventory is the highest in 
the nation (see chart). In turn, all of this continues to weigh 
on housing prices. After advancing by 3.4% in 2014, house 
prices are poised to decelerate to 2% this year. This number, 
however, masks significant regional divergence. Counties in 
South Jersey, where economic fundamentals are relatively 
weaker, will fare worse with home prices outright declin-
ing in 2015. Meanwhile, with 14% of New Jersey residents 
commuting to the Empire State for work, counties close 
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to the NYC will continue to benefit from above-average 
gains in home values and new residential construction. In 
fact, led by Bergen County and Hudson Gold Coast, N.J. 
multi-family starts shot up 44% last year.  Strong demand 
from renters, relatively good affordability and proximity to 
NYC continues to boost demand for apartments and condos. 

Looking ahead, N.J.’s economic fortunes are expected 
to improve moderately.  Employment growth will acceler-
ate from 0.7% in 2014 to 1% this year and 0.9% in 2016.  
GDP growth will also pick up to a 1-1.5% range, but will 
ultimately continue to be hamstrung by the slow housing 
recovery and weakness in core industries, such as finance. 
There should be some reprieve coming from last year’s  
streak of casino closures, as reduced competition boosts 
profitability among the remaining venues. As a result, leisure 
and hospitality may be one industry with an upside poten-
tial. This may seem counterintuitive, since the high-flying 
greenback will deter foreign visitors. But, most visitors to the 
Garden State are domestic, and cheaper gasoline prices could 
make the trip more attractive. Other bright spots include 
transportation, wholesale trade and warehousing industries.  
New Jersey’s standing as a major transportation hub makes 
it a favorable  location for distribution and warehousing. 
Several major companies, including Amazon, have recently 
announced new distribution centers in the Garden State. 

Pennsylvania: Slow and steady 
Economic momentum remains modest in the Keystone 

State, however, the pace of expansion has quickened notice-
ably since last year. Job creation accelerated to 0.8% in 2014 
from a tepid 0.3% a year ago – bringing state payrolls within 
a hair of their pre-recession peak. Job growth is expected 
to maintain a 0.8% pace this year, with a similar advance 

in 2016. Both services and goods sectors will add to the 
headline. Meanwhile, the government sector will remain a 
drag on job creation. State finances remain under pressure 
and this will continue to drive cost-cutting across public 
sector agencies. 

In the goods-producing sector, new jobs will be pre-
dominantly concentrated in construction. Brisk home-
building in the multi-family segment, numerous pipeline 
projects and large non-residential developments, like the 
massive Comcast office tower, are boosting hiring. Last 
year, multi-family starts exceeded their pre-recession peak, 
helping to partially mitigate weakness in the single-family 
segment where progress continues to be slow. Although 
Pennsylvania’s overall housing market is in better shape 
than in neighboring N.Y. and N.J., its weaker demographic 
fundamentals will continue to weigh on single-family starts 
more so than elsewhere in the Mid-Atlantic. Other sectors 
that should seek healthy growth in payrolls include Penn-
sylvania’s up-and-coming resource sector and non-durable 
manufacturing industries. The state will continue to benefit 
from the natural gas boom, but, admittedly, the downturn in 
oil prices does pose a downside risks to future investment 
and hiring decisions in the energy sector.

Among service sector industries, healthcare will remain 
a key job creator in the state, a role that should be further 
re-enforced by Pennsylvania’s older demographic profile 
and Medicaid expansion. Additionally, hiring will remain 
strong in transportation & warehousing sector (see chart). 
Thanks to its extensive transportation network and proxim-
ity to dense population centers, Pennsylvania will continue 
to attract large retailers interested in setting up distribution 
facilities and e-commerce fulfillment centers in the state.
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UPPER SOUTH ATLANTIC (DC, DE, MD, NC, VA, WV)

North Carolina: Warming up to solar
The North Carolina economy is powering forward. 

Payroll gains have accelerated to 2.7%, their fastest pace 
of the recovery, with government hiring remaining the 
only notable drag. At the same time, revisions to the state’s 
unemployment rate illustrate an increasingly healthy labor 
market, with the jobless rate falling below the national. The 
economic recovery has been outpacing the national since 
2013. This trend will become even more apparent this year 
and next. Growth is projected to average 3.5% and 4.0%, 
respectively, due to a combination of robust manufacturing, 
broad gains in high-skilled services, and an increasingly 
apparent construction recovery.

After years of lackluster growth, the construction indus-
try has finally begun to expand robustly. The sector added 
11,000 jobs in the past twelve months, more than double the 
combined gains of the previous three years. Gains in both 
the single-family and multifamily segments have boosted 
the pace of homebuilding above 60,000 units for the first 
time since early-2008. This pace should be sustained due 
to robust population growth – which accelerated to nearly 
140,000 last year – as well as healthy housing market 
fundamentals, characterized by low foreclosures and good 
affordability.  Unlike the vast majority of America, North 
Carolina experienced neither a bubble nor much of a bust, 
with home prices growing largely in line with incomes. 

In addition to residential related gains, construction 
has also been supported by higher demand for commercial 
real estate. Falling vacancy rates have boosted office rents 
to 2007 levels in many areas, spurring new development.  

Industrial and warehouse capacity is also becoming quickly 
absorbed. Adding to the vitality of construction activity is a 
new entrant to the state economy – the solar industry. Given 
its geographic location and incentive structure, the state has 
seen a rapid increase in deployment of photovoltaic power 
generating assets. The Tar Heel State leads the South and 
ranks fourth in the country in installed capacity (after Cali-
fornia, Arizona and New Jersey), with $2 billion invested 
thus far. More is planned, with benefits for the rapidly 
expanding network of suppliers ranging from construction 
firms to component manufacturers. 

The solar-related boost to manufacturing is coming in 
an already healthy environment. State manufacturers are 
adding jobs at a pace of 3.1% per year – its fastest clip since 
1993. Job gains are broad within the sector, led by transport 
equipment, fabricated metals, machinery, and plastics & 
rubber. Wood products and furniture are also exhibiting 
healthy growth on account of the housing recovery, while 
declines in legacy sectors (textiles, apparel, and tobacco) 
have moderated. The state’s increasingly high-tech manu-
facturing base has enabled its exports to fare well despite 
a rapid appreciation in the dollar and slow global growth.  
Merchandise exports have risen by 11% from the previous 
year, while national exports remained largely unchanged 
during the same period (see chart). 

High-technology is also responsible for the state’s suc-
cess in its professional, technical, & scientific services 
offering. This sector’s rapid expansion is positioning the 
Research Triangle Park as a hotbed of activity, rivaling San 
Francisco or Boston. The N.C. economy has been running 
at a solid clip for some time and the most pronounced risk 
now stems from the inability of infrastructure to keep up. 
Estimates from the state government indicate that $70 bil-
lion in new infrastructure spending will be required over the 
coming decade, but only $1.5 billion in funding has actually 
been earmarked. Inadequate infrastructure will not stifle 
growth in the near to medium-term, but its long-term pros-
pects could be overshadowed should deficiencies remain.

Delaware: Housing recovery stumbles
Delaware continues to expand, but is doing so at a more 

subdued pace than previously thought. The jobless rate has 
improved steadily to a low level of 4.8%, but revisions to 
the 2014 data caused payroll gains to be revised down by 
one-third to a 2% pace. The state’s fragile housing recov-
ery remains a concern, evidenced by a large inventory of 
seriously delinquent mortgages. By extension, home prices 
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have begun to decline once again. Weakness has trickled into 
homebuilding and the job market; with both construction 
payrolls and real estate jobs pulling back. The latter has done 
so in dramatic fashion, falling 6% on the year (see chart).

The slowdown in housing is not expected to persist 
given the growing economy and above average population 
growth. Net migration topped 5 thousand last year for the 
first time since 2007. Retirees are the driving force, offering 
a demand foundation for housing, and leisure and health care 
services. The state may also succeed in attracting younger 
demographics to its higher-education institutions, and has 
quickly been building its “New Economy” credentials. A 
key selling-point is Delaware’s position in leading cyber-
security research as part of University of Delaware’s (UD) 
Cybersecurity Initiative coupled with its proximity to the 
Aberdeen Proving Ground in Maryland. 

Delaware’s financial credentials have also recently come 
to the forefront, with UD’s President Harker leaving the 
school to head the Philly Fed in July. The finance industry 
has long been at the core of the First State’s economy and 
has been seeing rapid growth as of late. Payrolls in this 
high-paying sector are 6% greater than they were last year, 
as a turning consumer credit cycle boosts demand for the   
concentration of these financial services in the state. The 
finance industry will continue to provide support, enabling 
the economy to expand by 2.6% this year in spite of the 
housing market weakness. In 2016, Delaware’s economic 
pace is expected to decelerate to roughly 2%, as the brisk 
expansion in finance moderates.  

D.C.-Md.-Va.: Home price gains fizzle out 
The economies of the national capital region continue 

to deal with the lingering effects of federal spending cuts. 
The region eked out a mild gain of about 1% in 2014 and 
is projected to expand by over 1.5% this year – half the 
national pace. A more fulsome recovery is unlikely until at 
least 2016. Payroll gains have improved in Maryland and 
D.C., averaging 1.5% per year. But jobs in Virginia’s are 
growing at just half that pace. 

Job cuts concentrated among federal government work-
ers and private-sector contractors in professional & business 
services have moderated. But, the loss of these well-paying 
jobs has dented incomes, spending and demand for housing. 
This has restrained homebuilding, weighing on construction 
payrolls. Real estate jobs were also impacted by reduced 
activity in the existing home market, stemming from rising 
delinquencies and downward price pressures. Home prices 
have slowed sharply in D.C. with prices in Maryland and 
Virginia showing no increase from a year ago. 

The fortunes of the regional economy should begin to 
turn soon. The abundance of high-skilled labor remains an 
attractive characteristic for firms looking to expand, oth-
erwise quoting shortages of such skills in many markets 
nationally. Technology firms domiciled in Silicon Valley or 
Boston have increasingly flocked to the D.C. area, setting 
up auxiliary offices so as to be near the decision makers.  
Cybersecurity and big-data analysis are among the fastest 
growing fields in the region. The key risk to the economy 
stems from the looming sequester, which was originally 
set up as a ten-year plan. Should the temporary reprieve 
agreed upon by Congress expire, another round of reduc-
tions would continue to weigh on the regional economy for 
the remainder of the decade.
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LOWER SOUTH ATLANTIC (FL, GA, SC)

Florida: Tourism and retail boosting CRE investment 

The Sunshine State recovery is becoming increasingly 
resilient. The labor market has made steady gains, with the 
unemployment rate likely to approach 5% by the end of this 
year and dip below that level in 2016. Most impressive, this 
will occur alongside a robust influx of people into the labor 
force – growing at twice the national pace. Labor force en-
trants should get readily absorbed with job growth averaging 
between 3% and 3.5% per year. Employers have added 280 
thousand positions over the last year, and the remainder of 
the pre-recession deficit will likely be made up this spring. 
Economic growth will accelerate from 2.8% in 2014 to 
3.7-3.8% this year and next, with particular strength in 
construction, tourism, and professional & business services. 

Construction sector payrolls are expanding by 8% per 
year, supported by a housing recovery. Increases in existing 
home prices, currently up 6% per year, are spurring reno-
vation activity. Homebuilding has also turned higher after 
weakness in early-2014, rising above 90,000 units per year. 
This is approximately triple the trough during the downturn, 
but still only one-third of prior peak levels. The combina-
tion of demand from strengthening population growth and 
diminished foreclosure inventory provides a foundation for 
homebuilding to improve to 115,000 next year. 

The state’s population increased by nearly 300,000 in 
2014, nudging Florida to overtake New York as the third 
most populous state. Growth is projected to accelerate to 
400,000 in the coming years, as retiring baby boomers 
increasingly flock to the Sunshine State. Migrating retirees 
will not add to the labor force, but will still contribute sub-
stantially to the economy through income and spending. 
Retirement income accounts for a large share of earnings 
– particularly in Sumter, Citrus and Charlotte counties – but 
will rise still, benefiting health care, retail, transport and 
leisure industries among others.

Strength in tourism, transport, and retail industries are 
spurring commercial real estate investment and construction 
activity. In particular, hotel occupancy rates in 2014 hit a re-
cord high of 69.7%, leading to investment in hotels and other 
lodging. At the same time, a multitude of other projects are 
planned or already underway. The rail link between Orlando 
and Miami will facilitate movement between Central and 
South Florida, while substantial investment in both regions’ 
leisure assets, including theme parks and other attractions, 
should make visiting Florida even more appealing.  

Already last year, the state saw an increase of visitors 
by nearly 4% to about 97.3 million (see chart). Tourism 
related expenditures rose at double that pace during 2014. 
Domestic leisure spending should rise further on account of 
low gasoline prices and an improving domestic economy. 
But, international tourism activity may come under pressure 
due to the sharp appreciation of the U.S. dollar. Since mid-
2014, the dollar is up 10% to 30% vis-à-vis currencies of 
key tourist countries – Canada, Brazil, U.K. and Argentina 
– with weak economic growth in Latin America further com-
pounding the challenges faced by the state’s tourism sector. 

The possibility that the dollar rally could become more 
pronounced remains the key downside risk to the state’s 
outlook. But, on the whole, strong domestic demand coupled 
with the increasingly resilient state recovery should enable 
Florida to weather the external weakness and expand at a 
brisk pace well into the future.

South Carolina: Where the rubber hits the road

The Palmetto State economy is speeding along. Eco-
nomic growth this year should accelerate to 2.7% before 
moderating slightly to 2.5% in 2016, still well above the 
growth rates experienced in recent years. Payroll gains have 
been averaging about 2.5%, enabling the unemployment rate 
to decline to nearly 6% by mid-2014. This rate has increased 
to 6.6% since due to a surge of labor force entrants. But, 
resumption in declines look likely later this year, as the 
economy continues to expand. Manufacturing continues to 
be a key economic driver, helped along by a housing recov-
ery. Trade and tourism are also seeing healthy growth, but 
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gains among higher-skilled services remain elusive.
Manufacturing is undoubtedly one of the brightest spots 

in the Palmetto economy. Payrolls in the sector are increas-
ing at about 3%, or nearly double the national pace. The 
majority of the hiring has been taking place in transportation 
equipment (see chart) and plastics & rubber manufacturing, 
with more likely on tap. Volvo is considering building an 
assembly plant in the state. Moreover, a $500 million fac-
tory for Daimler’s vans under construction near Charleston 
is expected to employ 1,300 workers when completed. For 
each of these jobs, the economy will generate several other 
positions at suppliers and elsewhere. Economic gains should 
spread more broadly across the state, with automotive part 
suppliers now located in forty of the state’s forty-six coun-
ties. New investments are also planned by tire producers, 
who employ more people in S.C. than in any other state. 
South Carolina produces a whopping 89,000 tires per day 
and exports $1.8 billion in tires every year – one third of 
U.S. tire exports. Both automotive and tire exports are also 
spurring port activity, boosting the state’s transport industry.

The flurry of new manufacturing jobs has been very 
beneficial for the state economy, but has also been putting 
a strain on the labor market. Existing labor resources have 
been quickly utilized, with spare capacity limited for special-
ized high-tech manufacturing. To remedy, the state begun to 
invest in education programs, primarily in technical schools 
which work closely with the manufacturers. There is also 
a need to invest in the infrastructure required by the grow-
ing economy, but recent initiatives have hit roadblocks in 
the State Legislature, remaining a risk over the longer run. 

Other key risks stem from the the lack of progress on 
trade agreements and a rapid rise in the U.S. dollar, which 

makes U.S. production less competitive. A number of auto-
makers have recently chosen to locate their North American 
assembly plants in Mexico, at the expense of U.S. south. 
But the sustained dollar rally will likely slow, but not derail 
South Carolina’s manufacturing renaissance. 

Georgia: Upwardly revised

Georgia’s economy is improving rapidly. Economic 
growth has accelerated every year of the recovery, with last 
year’s 2.6% gain surpassing the national gain for the first 
time since 2005. This trend should continue this year and 
next, with Georgia’s economy projected to expand by 3.2% 
and 3.3%, respectively. The health of the state economy has 
been further corroborated by upward revisions to labor mar-
ket indicators. Georgia was previously reported as having 
the highest unemployment among states in mid-2014, but 
this has been completely revised away (see chart). At the 
same time, recent growth in payrolls was upwardly revised 
to over 3%, suggesting much stronger momentum. 

Even more encouraging is the fact that the Peach State 
economy is firing on all cylinders. Both lower-skilled service 
industries (tourism, retail) as well as higher-skilled ones 
(professional services, finance & insurance) are driving job 
gains. The housing market is also on the mend, with both 
home prices and the pace of homebuilding registering robust 
gains. Lastly, Georgia has also been benefitting from the 
southern U.S. manufacturing revival, with payrolls in the 
sector rising at their fastest pace since the mid-1990s, with 
the appreciated U.S. dollar posing a risk for the economy. 
Still, while Georgia’s has become more export-oriented in 
recent years, it remains less exposed to global demand than 
most, with robust domestic demand supporting the economy. 
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