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Executive Summary

Hawaii’s four counties are enjoying robust economic conditions, and prospects are good for
continued growth. Tourism gains, facilitated by expanding airline service and the availability of
alternative accommodations, keep surprising to the upside, even as the large visitor volume is
straining local infrastructure and communities. Construction activity remains at healthy levels,
although generally well off mid-2000s peaks on the Neighbor Islands. Record low unemployment
rates will limit job growth in each county but bring welcome income gains. While an end

to the current expansion is not yet in sight, Hawaii's counties remain vulnerable to adverse
developments both at home and beyond our shores.

The tourism industry is profiting from healthy economic conditions in the US and the Asia-
Pacific region. Extra disposable income from the recent federal tax cuts will support domestic
travel and boost arrivals to the Neighbor Islands. Oahu will benefit from buoyant international
arrivals, as the weaker dollar makes a Hawaii trip more affordable. Airlines, optimistic about
continuing visitor demand, are adding capacity. This will maintain high occupancy rates,
despite some growth in the room stock and the surge of the home vacation rental industry.

Construction on Oahu has bounced back from last year’s lull, but industry jobs on the Neighbor
Islands remain well below their previous bubble-driven peak. The pace of homebuilding
statewide remains well short of levels needed to satisfy household formation. Anemic income
growth and rising interest rates will further erode affordability and make it more costly for
developers to finance new projects.

With non-farm payrolls surpassing pre-recession levels and unemployment rates at all-time
lows, many firms report difficulty finding workers. Labor shortage has also been exacerbated
by net outmigration from the state, leading to a recent labor force decline in all four counties.
The tourism industry will produce the greatest number of new jobs as it works to satisfy
visitor demand. Tight labor market conditions will propel moderate income growth, but rising
inflation will limit the gains in purchasing power.

The counties face similar headwinds in a number of areas. The large number of visitors has
led to congestion in many communities, and the spread of home vacation rentals has had

a negative impact on local housing markets. Homelessness continues to be a chronic issue
across the state. Despite rising property values, county governments are struggling to finance
their non-discretionary expenses. And as always, even with relatively healthy global economic
conditions, external shocks could upset the current expansion, whether through trade wars,
Fed interest rate hikes, or rising geopolitical tensions.

Hawaii has experienced two natural disasters this spring, first the April flooding on Kauai’s
north shore and then the dramatic new Kilauea eruption phase that began May 3rd. There have
been anecdotal reports that the Kauai floods have caused some visitor slowing beyond the
directly-affected areas, and that bookings for Big Island travel have taken a hit in recent weeks.
However, available hard data do not yet show significant adverse impacts.
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Forecast Summary

COUNTY MAJOR ECONOMIC INDICATORS
YEAR-OVER-YEAR % CHANGE

2015 2016 2017 2018 2019 2020
HONOLULU
Non-farm Payrolls Jobs 1.5 0.9 0.8 1.2 0.5 0.5
Real Personal Income 3.8 0.9 0.2 1.7 1.6 1.3
Visitor Arrivals 2.8 2.0 4.1 43 1.7 0.7
U.S. Visitor Arrivals 4.8 3.1 4.2 5.5 2.1 0.7
Japan Visitor Arrivals -2.2 0.4 3.8 0.7 1.2 04
Other Visitor Arrivals 4.8 1.7 43 5.8 1.6 0.8
HAWAII
Non-farm Payrolls Jobs 23 3.1 1.0 1.4 1.4 1.1
Real Personal Income 6.4 3.0 0.9 2.5 23 2.0
Visitor Arrivals 4.1 23 13.7 1.7 2.1 1.3
U.S. Visitor Arrivals 7.4 3.8 10.1 11.2 2.9 1.6
Japan Visitor Arrivals -17.5 1.7 311 18.7 0.9 1.1
Other Visitor Arrivals 5.8 -1.9 17.9 9.8 0.5 0.6
MAUI
Non-farm Payrolls Jobs 2.6 2.2 2.1 1.9 1.4 1.1
Real Personal Income 53 2.6 1.4 2.8 2.3 1.8
Visitor Arrivals 5.0 3.8 3.9 7.4 2.7 1.2
U.S. Visitor Arrivals 7.0 5.6 45 9.5 2.6 0.8
Japan Visitor Arrivals 0.4 -9.5 5.9 -5.5 4.9 0.1
Other Visitor Arrivals -0.7 -0.7 1.7 1.1 2.8 2.9
KAUAI
Non-farm Payrolls Jobs 1.6 2.0 2.1 1.9 1.7 0.7
Real Personal Income 4.2 1.5 2.0 29 24 1.5
Visitor Arrivals 4.8 1.2 7.5 10.7 4.3 1.6
U.S. Visitor Arrivals 4.8 3.0 6.7 11.9 4.8 1.7
Japan Visitor Arrivals 7.8 -10.6 13.7 5.4 4.4 1.6
Other Visitor Arrivals 4.2 -6.3 11.0 5.4 1.4 1.1

Note: Source is UHERO. Figures for 2017 Income are UHERO estimates. Figures for 2018 - 2020 are forecasts.

This public release is presented as a service of the UHERO Forecast Project. The full report provides a
complete analysis with detailed multi-year forecasts. The UHERO Forecast Project is a research program
of the University of Hawaii at Manoa and depends on financial support from report subscribers and
program sponsors. For more information, visit our UHERO Forecast Project Information page.

For sponsorship information, browse to our Sponsors Information page
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UHERO THANKS THE FOLLOWING SPONSORS:

KAWEKI'U - THE TOPMOST SUMMIT

Hawaii Business Roundtable

KILOHANA - A LOOKOUT, HIGH POINT
American Savings Bank
DR Horton
First Hawaiian Bank
Hawaiian Airlines
Hawai'i Electric Light Company, Ltd.
Hawaiian Electric Company, Inc.
Matson Company
Maui Electric Company, Ltd.

The Nature Conservancy

KUAHIWI - A HIGH HILL, MOUNTAIN

Architects Hawaii, Ltd. Kaiser Permanente Hawai‘i
Bank of Hawai'i Kamehameha Schools
Better Homes and Gardens Real Estate Advantage Realty The Natural Energy Laboratory of Hawaii Authority

Central Pacific Bank The Pacific Resource Partnership
First Insurance Company of Hawaii, Ltd. Servco Pacific, Inc.
HGEA Stanford Carr Development
The Howard Hughes Corporation Young Brothers, Limited

Kulia | Ka Nuu (literally “Strive for the summit”) is the value of achievement, those who pursue personal
excellence. This was the motto of Hawaii’'s Queen Kapiolani. Sponsors help UHERO to continually reach
for excellence as the premier organization dedicated to economic research relevant to Hawaii and the Asia-
Pacific region.

The UHERO Forecast Project is a community-sponsored research program of the University of Hawaii
at Manoa. The Forecast Project provides the Hawaii community with analysis on economic, demographic,
and business trends in the State and the Asia-Pacific region.

All sponsors receive the full schedule of UHERO reports, as well as other benefits that vary with the
level of financial commitment. For sponsorship information, browse to http://www.uhero.hawaii.edu.



