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November 2004 Index as of January 2005

After enjoying gains the last two 
months, the Tennessee economy 

lost momentum during the month of 
November as the leading index of economic 
activity decreased at a seasonally adjusted 
annual rate (SAAR) of 2.9 percent.  The 
leading index, a measure of economic 
activity expected to occur in the state 
within the next six to nine months, currently 
stands at 109.7 and remains above the 
level established in November of 2003 
even with the reduction for the month.  
The leading index is comprised of five 
component series that are strong indicators 
of the future direction of the economy, 
four of which decreased this month.

The primary component of the index 
contributing to the decline was the 
substantial increase in initial claims for 

unemployment insurance.  There were 5,017 
more individuals who filed jobless claims in 
November, a 565.8 percent (SAAR) increase 
from last month.  After remaining negative 
for twelve consecutive months, this month’s 
jump pushed the year-over-year percent 
change into the positive range, indicating 
a higher number of initial claims relative to 
November 2003.  The level of construction 
employment in Tennessee suffered a loss of 
500 jobs, or a 5.0 percent (SAAR) decline, 
which also contributed negatively to the 
Tennessee index.  Even with this decline 
from last month, the year-over-year percent 
change remains positive.  The average 
number of weekly hours in the manufacturing 
sector fell from 39.8 to 39.7 hours per 
week, representing a 2.3 percent (SAAR) 
contraction.  The final negative component 
of the index was the decrease in inflation-
adjusted taxable sales from $6,528 to $6,516 

FIGURE 1
Monthly Percentage Change in the

Tennessee Leading Index
(seasonally adjusted at annual rates)
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(Continued from page 1) FIGURE 2
Tennessee Quarterly Leading Index

(seasonally adjusted)

FIGURE 3
Total Nonfarm Employment

(seasonally adjusted)

FIGURE 4
Real Personal Income (2000 $)

(seasonally adjusted)

million, representing a 2.0 percent (SAAR) 
decline.  Even though sales have declined 
two consecutive months, they continue to 
be at a higher level than in the same month 
last year.  The U.S. leading index, the only 
positive factor contributing to the index, 
rose 3.2 percent (SAAR) in November.

Other components of the economy that 
are not considered in calculating the index 
are certainly important in determining the 
state economy’s future prosperity.  Labor 
market data for the state that are not part of 
the Tennessee leading index are positive this 
month.  The manufacturing sector gained 
1,600 jobs from October to November, 
translating into a 4.7 percent (SAAR) 
increase.  Overall nonfarm employment 
rose by 1.5 percent (SAAR), or 3,300 
jobs, bringing total nonfarm employment 
to nearly 2,693 thousand.  The state’s 
unemployment rate fell one-tenth of a 
percentage point from October to November 
to 5.0 percent.  The unemployment rate 
continues to remain significantly lower than 
the same month last year.  Moreover the 
state rate continues to lie below the U.S. 
unemployment rate  (5.4 percent this month).

Some encouragement is offered to the 
state economy by way of the nation’s economy 
as the U.S. leading index increased after five 
consecutive months of decline.  According 
to The Conference Board, “The current 
behavior of the leading index is consistent 
with the economy continuing to expand in 
the near term, but more slowly than its long-
term trend rate.”  Six of the ten indicators that 
comprise the U.S. leading index increased 
in November.  The U.S. coincident index, 
a measure of current economic activity, 
increased in November, and the strength 
in the index continues to be widespread 
according to The Conference Board.

The Tennessee leading index suffered 
losses in November, but the year-over-year 
percent change in Tennessee’s leading index 
remains positive suggesting a higher level of 
economic activity relative to November 2003.  
The indicators—including the U.S. leading 
index—suggest that the Tennessee economy 
will behave much like the U.S. economy: 
modest growth in the near future, potentially 
below long-term trend growth rates.
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Nov-03 Dec-03 Jan-04 Feb-04 Mar-04 Apr-04 May-04 Jun-04 Jul-04 Aug-04 Sep-04 Oct-04 Nov-04 2003

Leading Index (1996=100) ................ 109.2 109.1 110.0 109.9 110.4 110.5 111.1 110.3 110.5 109.8 109.9 110.0 109.7 107.6
% Chg Prev Month SAAR ............. 3.6 -1.2 10.8 -1.6 6.1 0.6 6.6 -8.2 2.5 -7.0 0.9 0.6 -2.9 0.9
% Chg Same Month Last Yr .......... 2.3 2.2 3.2 3.5 4.0 3.8 3.8 2.9 2.6 1.4 1.5 1.0 0.5 0.9

Nonfarm Employment (THOU)1 ........ 2,677.5 2,681.1 2,682.7 2,695.9 2,681.4 2,689.7 2,687.9 2,686.2 2,683.9 2,690.1 2,691.9 2,689.3 2,692.6 2,667.0
% Chg Prev Month SAAR ............. 1.8 1.6 0.7 6.1 -6.3 3.8 -0.8 -0.8 -1.0 2.8 0.8 -1.2 1.5 0.1
% Chg Same Month Last Yr .......... 0.2 0.3 0.8 1.4 0.9 1.1 1.0 1.0 0.8 0.7 0.6 0.6 0.6 0.1

Unemployment (%)1 .......................... 6.1 6.0 4.9 5.0 5.0 4.9 4.8 4.5 4.5 4.9 5.1 5.1 5.0 5.8

Mfg Employment (THOU)1 ................ 414.4 413.4 416.8 415.9 414.4 414.4 413.4 411.5 413.4 412.3 412.1 413.2 414.8 414.1
% Chg Prev Month SAAR ............. 4.1 -2.8 10.3 -2.4 -4.4 0.2 -3.1 -5.4 5.7 -3.0 -0.5 3.1 4.7 -3.3
% Chg Same Month Last Yr .......... -2.1 -2.0 -0.6 -0.5 -0.6 -0.1 -0.1 -0.2 0.5 0.2 0.3 0.0 0.1 -3.3

Mfg Avg Weekly Hours1 .................... 40.1 40.1 40.6 40.9 40.9 40.3 40.9 40.4 39.9 39.8 39.2 39.8 39.7 39.8
% Chg Prev Month SAAR ............. 10.0 0.8 14.3 10.0 0.6 -16.6 18.1 -13.8 -12.2 -3.2 -17.2 20.8 -2.3 -0.8
% Chg Same Month Last Yr .......... 0.6 0.3 2.3 2.9 3.4 1.0 3.3 1.4 1.4 -0.2 -1.5 0.1 -0.9 -0.8

Const Employment (THOU)1 ............ 115.7 116.2 117.1 115.3 115.9 117.3 117.5 117.1 116.4 116.9 117.5 117.6 117.1 115.5
% Chg Prev Month SAAR ............. -5.0 5.3 9.7 -17.0 6.4 15.5 2.1 -4.0 -6.9 5.3 6.3 1.0 -5.0 0.5
% Chg Same Month Last Yr .......... 0.9 0.7 0.9 0.6 1.0 1.6 1.8 1.8 1.1 1.2 1.2 1.2 1.2 0.5

Taxable Sales (MIL $)2 ..................... 6,805 6,872 6,968 6,990 7,049 7,024 6,949 6,942 7,177 6,889 7,115 7,085 7,082 80,417
% Chg Prev Month SAAR ............. -15.1 12.3 18.2 3.9 10.5 -4.1 -12.1 -1.2 49.1 -38.7 47.1 -4.9 -0.4 3.7
% Chg Same Month Last Yr .......... 3.8 5.2 7.5 8.1 7.4 7.7 4.1 4.4 5.5 0.7 4.1 2.7 4.1 3.7

Taxable Sales (MIL 2000 $)2 ............ 6,425 6,473 6,539 6,543 6,577 6,544 6,450 6,428 6,648 6,379 6,580 6,528 6,516 76,212
% Chg Prev Month SAAR ............. -15.0 9.5 12.8 0.7 6.5 -5.8 -16.0 -4.0 49.8 -39.1 45.2 -9.2 -2.0 1.7
% Chg Same Month Last Yr .......... 2.2 3.5 5.6 6.3 5.6 5.6 1.6 1.8 3.0 -1.4 2.0 0.2 1.4 1.7

Initial Claims for UI3 .......................... 28,538 36,479 31,197 31,563 33,137 31,851 29,222 36,695 29,597 32,244 29,552 29,317 34,334 440,636
% Chg Prev Month SAAR ............. -78.9 1,802.6 -84.7 15.0 79.3 -37.8 -64.4 1,437.2 -92.4 179.5 -64.9 -9.1 565.8 -5.0
% Chg Same Month Last Yr .......... -19.2 -6.1 -16.8 -16.7 -15.8 -20.4 -27.5 -9.4 -16.3 -8.8 -19.8 -9.8 20.3 -5.0

2001:3 2001:4 2002:1 2002:2 2002:3 2002:4 2003:1 2003:2 2003:3 2003:4 2004:1 2004:2 2004:3 2003

Personal Income (BIL $)4 .................. 154.6 155.7 158.0 160.5 160.2 160.6 163.9 165.5 167.6 170.5 172.5 175.2 176.7 166.9
% Chg Prev Month SAAR ............. 0.7 2.8 6.2 6.4 -0.9 1.1 8.3 4.1 5.2 6.9 4.8 6.4 3.6 4.4
% Chg Same Month Last Yr .......... 3.1 3.3 3.2 4.0 3.6 3.2 3.7 3.1 4.7 6.1 5.3 5.8 5.4 4.4

Personal Income (BIL 2000 $)4 ......... 151.1 152.0 154.0 155.2 154.2 154.1 155.9 157.2 158.6 160.8 161.4 162.7 163.6 158.1
% Chg Prev Month SAAR ............. 0.1 2.2 5.3 3.4 -2.8 -0.2 4.9 3.4 3.6 5.6 1.5 3.2 2.3 2.5
% Chg Same Month Last Yr .......... 1.0 1.5 2.0 2.8 2.0 1.4 1.3 1.3 2.9 4.4 3.5 3.5 3.1 2.5

NOTES:
1.  Calculated from U.S. Bureau of Labor Statistics data.
2.  Calculated from Tennessee Department of Revenue data.
3.  Calculated from Tennessee Department of Labor and Workforce Development data.
4.  Calculated from U.S. Bureau of Economic Analysis (BEA) data.

TENNESSEE ECONOMIC INDICATORS
SEASONALLY ADJUSTED
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Nov-03 Dec-03 Jan-04 Feb-04 Mar-04 Apr-04 May-04 Jun-04 Jul-04 Aug-04 Sep-04 Oct-04 Nov-04 2003

Personal Income (BIL 2000 $)1 ............. 9,337.9 9,375.3 9,404.1 9,445.9 9,484.9 9,550.0 9,603.8 9,624.2 9,642.6 9,679.7 9,700.7 9,763.3 9,793.7 9,161.8
% Chg Prev Month SAAR .................. 8.2 4.9 3.7 5.5 5.1 8.6 7.0 2.6 2.3 4.7 2.6 8.0 3.8 3.2
% Chg Same Month Last Yr .............. 4.7 4.9 4.9 4.9 4.9 5.5 5.4 5.2 5.1 5.1 4.9 5.2 4.9 3.2

Pers Cons Price Index (2000=100)2 ..... 105.9 106.2 106.6 106.8 107.2 107.3 107.7 108.0 107.9 108.0 108.1 108.5 108.7 105.5
% Chg Prev Month SAAR .................. -0.1 2.6 4.8 3.1 3.8 1.7 4.6 2.9 -0.5 0.7 1.3 4.8 1.6 1.9
% Chg Same Month Last Yr .............. 1.6 1.6 1.8 1.7 1.7 2.0 2.4 2.5 2.4 2.2 2.1 2.5 2.6 1.9

Nonfarm Employment (MIL)2 ................. 130.0 130.0 130.2 130.3 130.6 131.0 131.2 131.3 131.3 131.5 131.7 132.0 132.1 129.9
% Chg Prev Month SAAR .................. 0.8 0.1 1.5 0.8 3.3 3.0 1.9 0.9 0.8 1.8 1.1 2.9 1.3 -0.3
% Chg Same Month Last Yr .............. -0.2 0.0 0.0 0.2 0.5 0.8 1.0 1.1 1.2 1.3 1.4 1.6 1.6 -0.3

Unemployment (%)2 ............................... 5.9 5.7 5.7 5.6 5.7 5.5 5.6 5.6 5.5 5.4 5.4 5.5 5.4 6.0

Bank Prime Interest Rate (%)2 ............... 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.3 4.4 4.6 4.8 4.9 4.1

Coincident Index (1996=100)2 ............... 115.5 115.7 115.8 116.1 116.6 116.9 117.2 117.2 117.5 117.7 117.7 118.1 118.3 114.5
% Chg Prev Month SAAR .................. 4.3 2.1 1.0 3.2 5.3 3.1 3.1 0.0 3.1 2.1 0.0 4.2 2.1 0.4
% Chg Same Month Last Yr .............. 1.2 1.6 1.5 2.0 2.5 2.8 2.8 2.5 2.5 2.8 2.5 2.6 2.4 0.4

Leading Index (1996=100)2 ................... 114.0 114.3 114.7 114.8 115.7 115.8 116.3 116.2 116.0 115.6 115.3 114.9 115.2 112.3
% Chg Prev Month SAAR .................. 3.2 3.2 4.3 1.1 9.8 1.0 5.3 -1.0 -2.0 -4.1 -3.1 -4.1 3.2 1.3
% Chg Same Month Last Yr .............. 2.9 3.0 3.4 3.9 4.7 4.6 4.2 3.8 2.9 2.2 1.9 1.1 1.1 1.3

Mfg Employment (MIL)2 ......................... 14.3 14.3 14.3 14.3 14.3 14.4 14.4 14.4 14.4 14.4 14.4 14.4 14.4 14.5
% Chg Prev Month SAAR .................. -0.6 -1.7 -0.8 0.6 1.9 1.8 2.6 -0.2 0.4 1.2 -0.4 -0.1 -0.7 -4.8
% Chg Same Month Last Yr .............. -4.3 -3.9 -3.5 -3.0 -2.5 -1.8 -1.2 -0.8 -0.4 0.1 0.2 0.4 0.4 -4.8

Initial Claims for UI (THOU)3 ................. 1,470.9 1,642.0 1,492.6 1,584.8 1,574.8 1,460.3 1,405.0 1,570.5 1,469.5 1,538.6 1,501.0 1,390.8 1,534.8 20,966.0
% Chg Prev Month SAAR .................. -81.6 274.7 -68.2 105.3 -7.3 -59.6 -37.1 280.5 -54.9 73.5 -25.6 -59.9 226.1 -0.5
% Chg Same Month Last Yr .............. -9.8 -7.6 -14.3 -11.7 -11.4 -21.6 -23.3 -15.1 -19.5 -9.2 -15.8 -17.9 4.3 -0.5

Retail Sales (BIL $)2 .............................. 290.9 290.5 292.3 295.0 301.8 299.1 303.7 301.3 304.4 303.5 308.7 311.8 312.0 3,397.5
% Chg Prev Month SAAR .................. 20.7 -1.8 7.6 12.0 31.3 -10.0 19.8 -9.0 12.8 -3.1 22.2 13.0 0.8 5.2
% Chg Same Month Last Yr .............. 7.0 5.8 5.8 8.1 8.4 7.2 9.3 6.6 6.7 4.6 7.5 8.9 7.3 5.2

Cons Sentiment Index (1966=100)1 ...... 93.7 92.6 103.8 94.4 95.8 94.2 90.2 95.6 96.7 95.9 94.2 91.7 92.8 87.6
% Chg Prev Month SAAR .................. 71.1 -13.2 293.6 -68.0 19.3 -18.3 -40.6 100.9 14.7 -9.5 -19.3 -27.6 15.4 -2.2
% Chg Same Month Last Yr .............. 11.3 6.8 26.0 18.1 23.5 9.5 -2.1 6.6 6.4 7.4 7.4 2.3 -1.0 -2.2

2001:3 2001:4 2002:1 2002:2 2002:3 2002:4 2003:1 2003:2 2003:3 2003:4 2004:1 2004:2 2004:3 2003

U.S. GDP (BIL 2000 $)1 ......................... 9,871 9,910 9,994 10,053 10,117 10,136 10,184 10,287 10,473 10,581 10,698 10,785 10,891 10,381
% Chg Prev Month SAAR .................. -1.4 1.6 3.4 2.4 2.6 0.7 1.9 4.1 7.4 4.2 4.5 3.3 4.0 3.0
% Chg Same Month Last Yr .............. 0.4 0.2 1.2 1.5 2.5 2.3 1.9 2.3 3.5 4.4 5.0 4.8 4.0 3.0

U.S. Personal Income (BIL 2000 $)4 ..... 8,538 8,547 8,575 8,606 8,562 8,556 8,567 8,650 8,714 8,801 8,839 8,908 8,956 8,683
% Chg Prev Month SAAR .................. 0.0 0.4 1.4 1.4 -2.0 -0.3 0.5 3.9 3.0 4.1 1.7 3.2 2.2 1.3
% Chg Same Month Last Yr .............. 0.5 0.5 0.2 0.8 0.3 0.1 -0.1 0.5 1.8 2.9 3.2 3.0 2.8 1.3

NOTES:
1.  U.S. Bureau of Economic Analysis (BEA).
2.  Global Insight, Inc.
3.  Calculated from Global Insight, Inc. data.
4.  Calculated from BEA data.

U.S. ECONOMIC INDICATORS
SEASONALLY ADJUSTED
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Just as the Tennessee leading 
index suffered losses in November, 
the month was discouraging for 

economic activity in Tennessee’s largest 
metropolitan statistical areas (MSAs) as 
all five MSAs’ indices suffered losses 
ranging from 1.2 percent (SAAR) to 
18.7 percent (SAAR).  The Tri-Cities 
MSA experienced the largest setback 
for the month.  Four of the five MSAs 
(all but Chattanooga) experienced 
declines in average weekly hours in the 
manufacturing sector.  Inflation-adjusted 
taxable sales fell in two of the MSAs  
(Chattanooga and Tri-Cities), while 
construction employment increased in all 
five.  The unemployment rates decreased 
or remained the same in four of the five 
MSAs, with only the Memphis and Tri-
Cities MSAs unemployment rates being 
above the Tennessee rate.  Even with 

the decreases in all five MSAs’ indices, 
the year-over-year percentage changes 
in all five MSAs are positive, indicating 
a stronger level of economic activity in 
November 2004 relative to November 
2003.
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FIGURE 8
Chattanooga Quarterly Leading Index

The Chattanooga Metropolitan 
Statistical Area (MSA) index of 
leading economic activity fell 2.3 

percent (SAAR) in November due to losses 
in two of its four components series.  The 
most significant contributor to the decline 
of the index was the drop in inflation-
adjusted taxable sales.  Inflation-adjusted 
taxable sales fell $6 million from October, 
representing a 16.9 percent (SAAR) 
decline.  The other negative component 
of the leading index was the 2.9 percent 
(SAAR) drop in the Tennessee index.  The 
largest positive component of the index 
was the increase in average weekly hours 
in the manufacturing sector from 40.4 
to 40.5 hours per week.  Even with this 
increase, the level of hours is lower than in 
November 2003.  Construction employment 
applied positive pressure on the index 
as it increased by 3.3 percent (SAAR).  
The level of construction employment 
this month continues to be higher than 
the level experienced last November as 
demonstrated by the positive year-over-
year percent change.

Labor market data not used in 
compiling Chattanooga’s index are varied.  
Manufacturing employment increased at 
the rate of 3.6 percent (SAAR), but total 
nonfarm employment decreased by 0.6 
percent (SAAR).  The level of nonfarm 
employment continues to remain above the 
level in November 2003.  These changes 
in employment offset each other to hold the 
unemployment rate steady at 3.6 percent, 
which is still considerably below the state 
and national unemployment rates of 5.0 
and 5.4 percent, respectively.

The loss in the Chattanooga area leading 
index in November is attributed to declines 
in two of the four series comprising the 
index.  The year-over-year percent change 
remains positive, suggesting a higher level 
of economic activity compared to November 
2003.  The employment conditions are not 
that dissimilar from the national economy’s 
as both have experienced mixed growth, 
and unemployment rates remain low.  The 
Chattanooga economy must sustain low 
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Sep-04 Oct-04 Nov-04 2003

Leading Index (1996=100) ................ 104.2 104.7 104.5 102.9
% Chg Prev Month SAAR ............. 3.9 5.9 -2.3 0.1
% Chg Same Month Last Yr .......... 0.2 0.3 0.2 0.1

Nonfarm Employment (THOU)1 ........ 235.4 235.5 235.4 233.5
% Chg Prev Month SAAR ............. -1.4 0.5 -0.6 0.4
% Chg Same Month Last Yr .......... 0.9 0.9 0.9 0.4

Unemployment (%)1 .......................... 3.5 3.6 3.6 3.9

Mfg Employment (THOU)1 ................ 34.2 34.2 34.3 35.4
% Chg Prev Month SAAR ............. -5.7 -0.8 3.6 -5.7
% Chg Same Month Last Yr .......... -2.5 -2.3 -1.9 -5.7

Mfg Avg Weekly Hours1 .................... 39.2 40.4 40.5 41.0
% Chg Prev Month SAAR ............. -12.6 44.9 3.9 -1.8
% Chg Same Month Last Yr .......... -6.4 -4.1 -3.1 -1.8

Const Employment (THOU)1 ............. 9.1 9.1 9.1 8.9
% Chg Prev Month SAAR ............. 11.6 -3.8 3.3 1.1
% Chg Same Month Last Yr .......... 3.4 3.3 3.6 1.1

Taxable Sales (MIL $)2 ...................... 417 415 409 4,685
% Chg Prev Month SAAR ............. 64.1 -5.7 -15.5 -0.4
% Chg Same Month Last Yr .......... 3.2 3.3 2.7 -0.4

Taxable Sales (MIL 2000 $)2 ............. 386 382 376 4,440
% Chg Prev Month SAAR ............. 62.1 -10.0 -16.9 -2.2
% Chg Same Month Last Yr .......... 1.1 0.8 0.0 -2.2

NOTES:
1.  Calculated from U.S. Bureau of Labor Statistics data.
2.  Calculated from Tennessee Department of Revenue data.

CHATTANOOGA ECONOMIC INDICATORS
SEASONALLY ADJUSTED

unemployment rates and turn around the 
decline in inflation-adjusted taxable sales in 
order to gather momentum.  Like the state, 
the Chattanooga MSA should expect a 
continuation of modest growth through the 
first quarter of 2005.



The Knoxville Metropolitan Statistical 
Area (MSA) index of leading 
economic activity fell in November 

at a rate of 4.3 percent (SAAR), bringing the 
index to 107.6 (1996 = 100).  Decreases in 
average manufacturing weekly hours and 
the Tennessee index led to the decline.  
Average weekly manufacturing hours now 
stand at 40.8 hours per week, a 21.1 percent 
(SAAR) decrease from last month.  The 
Tennessee leading index fell 2.9 percent 
(SAAR) in November, also contributing to 
the decline in the Knoxville index.  The most 
significant positive contribution to the index 
came by way of the 17.1 percent (SAAR) 
increase in inflation-adjusted taxable sales.  
Inflation-adjusted taxable sales now stand 
at $949 million, $12 million higher than 
in October.  The final component of the 
series is construction employment, which 
increased by 100 jobs for a gain of 7.4 
percent (SAAR).

Labor market data not included in the 
Knoxville leading index offer mixed evidence 
of growth in the Knoxville economy.  Total 
nonfarm employment increased at a 0.7 
percent (SAAR) rate as a result of 200 more 
jobs.  Employment in the manufacturing 
sector projects a negative signal as 100 jobs 
were lost this month causing a 4.2 percent 
(SAAR) setback.  Manufacturing employment 
has now fallen for six consecutive months, 
further driving the year-over-year percent 
change in manufacturing employment 
down.  The employment conditions in the 
Knoxville MSA closely mirror those of the 
U.S. economy: decreased manufacturing 
employment, but increased total nonfarm 
employment.  These changes in employment 
have combined to push the unemployment 
rate up by one-tenth of a percentage point 
to 3.6 percent, which is below the level 
in November 2003, as well as below the 
state and national unemployment rates this 
month.  

Even though the Knoxville MSA November 
index was negative, not all the news is bad.  
The year-over-year percent change in the 
index remains positive, indicating a higher 
level of economic activity in the area relative 
to November 2003.  If the Knoxville MSA is 
to experience sustained growth, it needs to 

 

FIGURE 9
Knoxville Quarterly Leading Index
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Sep-04 Oct-04 Nov-04 2003

Leading Index (1996=100) ................ 107.7 108.0 107.6 105.5
% Chg Prev Month SAAR ............. 3.9 3.4 -4.3 0.5
% Chg Same Month Last Yr .......... 1.5 1.3 1.2 0.5

Nonfarm Employment (THOU)1 ........ 360.7 361.2 361.4 355.4
% Chg Prev Month SAAR ............. -2.5 1.5 0.7 2.2
% Chg Same Month Last Yr .......... 1.2 1.1 1.1 2.2

Unemployment (%)1 .......................... 3.6 3.5 3.6 3.9

Mfg Employment (THOU)1 ................ 40.7 40.7 40.6 42.1
% Chg Prev Month SAAR ............. -3.3 -0.6 -4.2 -1.1
% Chg Same Month Last Yr .......... -2.8 -2.9 -2.9 -1.1

Mfg Avg Weekly Hours1 .................... 40.8 41.6 40.8 40.5
% Chg Prev Month SAAR ............. -5.7 25.4 -21.1 -2.2
% Chg Same Month Last Yr .......... 1.2 2.0 2.1 -2.2

Const Employment (THOU)1 ............. 17.5 17.5 17.6 17.1
% Chg Prev Month SAAR ............. -9.2 2.5 7.4 3.1
% Chg Same Month Last Yr .......... 1.9 1.7 1.6 3.1

Taxable Sales (MIL $)2 ...................... 1,032 1,017 1,032 11,615
% Chg Prev Month SAAR ............. 96.0 -16.4 19.0 2.5
% Chg Same Month Last Yr .......... 4.5 3.2 5.6 2.5

Taxable Sales (MIL 2000 $)2 ............. 955 937 949 11,008
% Chg Prev Month SAAR ............. 93.6 -20.3 17.1 0.6
% Chg Same Month Last Yr .......... 2.4 0.7 2.9 0.6

NOTES:
1.  Calculated from U.S. Bureau of Labor Statistics data.
2.  Calculated from Tennessee Department of Revenue data.

KNOXVILLE ECONOMIC INDICATORS
SEASONALLY ADJUSTED

build on its performance in inflation-adjusted 
taxable sales as well as build strong growth in 
employment.  Substantial growth in economic 
activity in the Knoxville MSA is dependent on 
the state and national economies as well as its 
ability to stimulate its own growth.  All available 
evidence points to slow-to-modest growth 
continuing for the next several months.



The Memphis Metropolitan Statistical 
Area (MSA) index of leading economic 
activity experienced a setback as the 

index fell 1.2 percent (SAAR) in November.  
The decrease in the index resulted from losses 
in two of the four component series that make 
up the Memphis MSA index.1   The most 
significant contributor to the decrease in the 
index was the decrease in average weekly 
manufacturing hours, which fell from 42.4 to 
42.0 hours per week, a 10.4 percent (SAAR) 
contraction.  Even with this setback, average 
weekly manufacturing hours in Memphis 
remain higher than in any other MSA in the 
state, and the year-over-year percent change 
remains positive.  The Tennessee leading 
index, the final negative component of the 
series, fell 2.9 percent (SAAR) in November.  
The largest positive contributor to the index 
was the boost in inflation-adjusted taxable 
sales.  Taxable sales rose 20.8 percent (SAAR) 
to $947 million.  Construction employment, the 
other positive contributor to the index, rose by 
0.9 percent (SAAR) from October.

Labor market data not used to calculate the 
index are negative for the Memphis MSA this 
month.  Similar to the U.S. economy which lost 
manufacturing jobs, manufacturing employment 
fell 8.3 percent (SAAR), a setback of 300 
jobs.  This is the tenth consecutive month that 
manufacturing employment has fallen in the 
area.  Total nonfarm employment also dropped 
but at a much lower rate of 0.5 percent (SAAR) 
or 200 fewer jobs.  These losses in employment 
contributed to a one-tenth of a point increase in 
the unemployment rate to 6.2 percent, which is 
the highest the unemployment rate has been 
since December 2003.  The Memphis MSA 
unemployment rate continues to be above the 
state and national rates.

The loss in the index this month should not 
be viewed with too much pessimism as most 
of the data series’ year-over-year percent 
changes are positive, suggesting higher levels 
of economic activity relative to November 
2003.  In order for the Memphis economy to 
build and maintain any substantial growth 
in the near future, the area must continue 
to increase its taxable sales as well as turn 
around employment levels.  In general, the 
regional economy will not likely be able to fight 
the tide of expected modest growth into 2005.  
Accordingly, expect the Memphis economy to 
expand, but expand at a modest pace into the 
second quarter of the year.

 

FIGURE 10
Memphis Quarterly Leading Index
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Sep-04 Oct-04 Nov-04 2003

Leading Index (1996=100) ................ 103.7 103.7 103.6 102.3
% Chg Prev Month SAAR ............. 3.5 -0.5 -1.2 0.2
% Chg Same Month Last Yr .......... 1.4 0.7 0.7 0.2

Nonfarm Employment (THOU)1 ........ 591.9 591.7 591.5 590.2
% Chg Prev Month SAAR ............. -1.0 -0.5 -0.5 0.9
% Chg Same Month Last Yr .......... 0.4 0.2 0.2 0.9

Unemployment (%)1 .......................... 6.0 6.1 6.2 6.2

Mfg Employment (THOU)1 ................ 49.8 49.5 49.2 51.2
% Chg Prev Month SAAR ............. -6.3 -7.6 -8.3 -1.6
% Chg Same Month Last Yr .......... -1.9 -2.2 -3.1 -1.6

Mfg Avg Weekly Hours1 .................... 42.6 42.4 42.0 41.2
% Chg Prev Month SAAR ............. 18.9 -8.0 -10.4 1.0
% Chg Same Month Last Yr .......... 8.0 2.8 2.7 1.0

Const Employment (THOU)1 ............. 25.2 25.5 25.5 24.7
% Chg Prev Month SAAR ............. 5.3 11.8 0.9 0.1
% Chg Same Month Last Yr .......... 1.2 1.9 2.0 0.1

Taxable Sales (MIL $)2 ...................... 1,038 1,012 1,030 12,073
% Chg Prev Month SAAR ............. 21.0 -26.3 22.7 -2.7
% Chg Same Month Last Yr .......... 0.9 -1.3 2.3 -2.7

Taxable Sales (MIL 2000 $)2 ............. 960 933 947 11,442
% Chg Prev Month SAAR ............. 19.6 -29.7 20.8 -4.6
% Chg Same Month Last Yr .......... -1.1 -3.7 -0.3 -4.6

NOTES:
1.  Calculated from U.S. Bureau of Labor Statistics data.
2.  Calculated from Tennessee Department of Revenue data.

MEMPHIS ECONOMIC INDICATORS
SEASONALLY ADJUSTED

1Previously, the Memphis MSA leading index included help-
wanted index series data.  This series has been eliminated 
from the computation of the index, which slightly lowers 
the level of the Memphis leading index.



The Nashville Metropolitan Statistical 
Area (MSA) index of suffered a 
setback in November after two 

consecutive months of increases.  The index 
decreased 1.6 percent (SAAR) in November, 
but the year-over-year percent change in 
Nashville’s leading index remained positive.  
The drop in the index this month was led 
by decreases in two of the four component 
series that make up the index.2   The largest 
negative factor was the decrease in average 
weekly hours in manufacturing from 39.7 to 
39.3, representing an 11.1 percent (SAAR) 
decline.  Even with this loss, average weekly 
manufacturing hours are higher in November 
2004 relative to November 2003.  The 
Tennessee leading index, the other negative 
factor, fell 2.9 percent (SAAR) in November.  
Positive pressure was applied to the index 
from both inflation-adjusted taxable sales 
and construction employment.  Inflation-
adjusted taxable sales increased by $10 
million to bring the level of sales to $1,598 
million.  This represents a 7.5 percent (SAAR) 
increase.  Construction employment, the final 
component of the index, enjoyed gains in 
November at the rate of 0.4 percent (SAAR).

Other employment data from the Nashville 
MSA not used to compile the leading index 
were encouraging.  The manufacturing sector 
gained 200 jobs causing employment in 
manufacturing to jump 2.7 percent (SAAR).  
Total nonagricultural employment also 
increased by 200 jobs, or 0.4 percent (SAAR).  
These gains mirror those enjoyed by the state.  
These improvements in employment helped 
lower the unemployment rate one-tenth of a 
point, bringing the rate to 3.8 percent.  The 
Nashville MSA’s unemployment rate remains 
significantly below that of both the state and 
the nation.

Nashville’s performance for the month of 
November is mixed.  The index experienced 
losses but the year-over-year percent change 
in all of the component series is positive.  This 
indicates a higher level of economic activity 
in the area relative to November 2003.  In 
addition, the data that do not comprise the 
index are all positive and show positive year-
over-year percent changes.  Even with positive 
news, the future of the area economy is still 
largely in the hands of both the state and the 
national economies.  The area economy is 
expected to continue to expand in 2005, but 
acceleration in growth is not anticipated in the 
short run.

 

FIGURE 11
Nashville Quarterly Leading Index
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Sep-04 Oct-04 Nov-04 2003

Leading Index (1996=100) ................ 105.0 105.0 104.9 103.7
% Chg Prev Month SAAR ............. 2.8 0.7 -1.6 0.8
% Chg Same Month Last Yr .......... 0.9 0.7 0.6 0.8

Nonfarm Employment (THOU)1 ........ 689.6 690.0 690.2 680.8
% Chg Prev Month SAAR ............. 0.6 0.7 0.4 1.3
% Chg Same Month Last Yr .......... 1.1 1.1 1.0 1.3

Unemployment (%)1 .......................... 3.9 3.9 3.8 4.4

Mfg Employment (THOU)1 ................ 79.7 79.9 80.1 78.4
% Chg Prev Month SAAR ............. -1.8 3.3 2.7 -1.9
% Chg Same Month Last Yr .......... 1.8 1.9 1.6 -1.9

Mfg Avg Weekly Hours1 .................... 39.6 39.7 39.3 39.0
% Chg Prev Month SAAR ............. 4.8 2.5 -11.1 -1.9
% Chg Same Month Last Yr .......... 0.9 1.4 1.0 -1.9

Const Employment (THOU)1 ............. 34.2 34.3 34.3 33.5
% Chg Prev Month SAAR ............. 6.9 3.1 0.4 5.4
% Chg Same Month Last Yr .......... 2.0 2.1 1.8 5.4

Taxable Sales (MIL $)2 ...................... 1,721 1,724 1,737 19,424
% Chg Prev Month SAAR ............. 26.6 1.8 9.3 2.4
% Chg Same Month Last Yr .......... 3.7 3.2 5.0 2.4

Taxable Sales (MIL 2000 $)2 ............. 1,592 1,588 1,598 18,408
% Chg Prev Month SAAR ............. 25.0 -2.9 7.5 0.5
% Chg Same Month Last Yr .......... 1.6 0.7 2.3 0.5

NOTES:
1.  Calculated from U.S. Bureau of Labor Statistics data.
2.  Calculated from Tennessee Department of Revenue data.

NASHVILLE ECONOMIC INDICATORS
SEASONALLY ADJUSTED

2Previously, the Nashville MSA leading index included help-
wanted index series data.  This series has been eliminated 
from the computation of the index, which slightly lowers 
the level of the Nashville leading index.



Due to losses in three of its four 
component series, the Tri-Cities 
Metropolitan Statistical Area (MSA) 

index of leading economic activity plummeted 
18.7 percent (SAAR) in November.  The 
largest negative contributor to the index was 
the 58.9 percent (SAAR) decline in inflation-
adjusted taxable sales.  This brought taxable 
sales down $25 million to $314 million.  After 
a large increase last month, the average 
workweek of the manufacturing sector 
dropped 54.9 percent (SAAR) to bring the 
workweek to 39.4 hours.  The final negative 
component, the Tennessee leading index, 
fell 2.9 percent (SAAR).  The only positive 
factor contributing to the growth of the index 
was the 4.9 percent (SAAR) increase in 
construction employment, due to the gain of 
100 jobs in the sector.

Other employment data not used to 
compute the leading index were mixed.  
Manufacturing sector employment fell 
2.2 percent (SAAR), applying additional 
negative pressure on the year-over-
year growth rate.  Total nonagricultural 
employment rose 0.1 percent (SAAR) and 
the year-over-year percent change remains 
positive.  The employment conditions in the 
area closely resemble those of the nation.  
The unemployment rate in the Tri-Cities area 
rose two-tenths of a percentage point to 5.1 
percent in November.  This is still significantly 
lower than the level in November 2003 
and it continues to be below the national 
unemployment rate, but it has jumped above 
the state rate.

The Tri-Cities area index suffered a large 
setback this month, but the year-over-year 
percent change for the index continues to be 
positive representing some growth over the 
prior year.  Not only did the index decrease 
this month, but also most of the data series 
comprising the index have negative year-
over-year percentage changes indicating 
that the Tri-Cities economy is operating at a 
lower level than in November 2003.  In light 
of expected modest growth for the state and 
the nation, the Tri-Cities area will struggle to 
engineer sustained growth into the second 
quarter of 2005.

 

FIGURE 12
Tri-Cities Quarterly Leading Index
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Sep-04 Oct-04 Nov-04 2003

Leading Index (1996=100) ................ 107.2 108.5 106.6 105.1
% Chg Prev Month SAAR ............. -0.1 15.2 -18.7 -0.6
% Chg Same Month Last Yr .......... 1.8 2.3 0.1 -0.6

Nonfarm Employment (THOU)1 ........ 198.7 198.8 198.8 198.4
% Chg Prev Month SAAR ............. -3.7 0.5 0.1 0.6
% Chg Same Month Last Yr .......... 0.2 0.1 0.1 0.6

Unemployment (%)1 .......................... 4.8 4.9 5.1 5.9

Mfg Employment (THOU)1 ................ 37.6 37.5 37.5 38.9
% Chg Prev Month SAAR ............. 1.5 -3.0 -2.2 -4.2
% Chg Same Month Last Yr .......... -1.8 -1.8 -1.8 -4.2

Mfg Avg Weekly Hours1 .................... 39.3 42.2 39.4 38.8
% Chg Prev Month SAAR ............. -14.8 129.8 -54.9 -2.4
% Chg Same Month Last Yr .......... 3.1 8.9 -0.3 -2.4

Const Employment (THOU)1 ............. 10.4 10.4 10.5 10.2
% Chg Prev Month SAAR ............. -0.6 8.9 4.9 -2.7
% Chg Same Month Last Yr .......... 1.9 1.7 1.8 -2.7

Taxable Sales (MIL $)2 ...................... 364 367 342 4,174
% Chg Prev Month SAAR ............. 19.9 13.4 -58.2 -0.5
% Chg Same Month Last Yr .......... 3.8 4.5 -2.1 -0.5

Taxable Sales (MIL 2000 $)2 ............. 336 339 314 3,956
% Chg Prev Month SAAR ............. 18.5 8.2 -58.9 -2.3
% Chg Same Month Last Yr .......... 1.7 1.9 -4.6 -2.3

NOTES:
1.  Calculated from U.S. Bureau of Labor Statistics data.
2.  Calculated from Tennessee Department of Revenue data.

TRI-CITIES ECONOMIC INDICATORS
SEASONALLY ADJUSTED
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