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Prepared for a presentation to an informational briefing of the
Hawaii Senate Committee on Labor Hawaii Senate Committee on Labor and 

House Committee on Labor and Public EmploymentHouse Committee on Labor and Public Employment

Tuesday, April 7, 2009Tuesday, April 7, 2009
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Senior Economic Advisor, Bank of Hawaii

HawaiiHawaii’’s economic situations economic situation
““postpost--LehmanLehman””
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The views expressed by the author of this report are not intended to reflect 
the views of Bank of Hawaii Corporation or its subsidiaries, and should not 
be construed as investment advice.  Research support from the University of 
Hawaii Research Organization is gratefully acknowledged.  Materials in this 
report were originally prepared for the Construction Financial Management 
Association on behalf of Bank of Hawaii, whose continuing research support 
is also gratefully acknowledged.

Disclaimer

2

To
ta

l v
is

ito
r a

rr
iv

al
s 

by
 fi

sc
al

 y
ea

r
In

de
x:

  l
as

t f
is

ca
l y

ea
r =

 1
.0

““PostPost--LehmanLehman”” revisions in revisions in COR tourism forecasts
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Difference in recovery:
FY 2010 vs. FY 2013

"AUG"

OCT

"DEC"

−3.1

−7.2

−9.8

−12.5

−14.5

Source:  Hawaii Department of Taxation, members’ assumptions; author’s calculations 3
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Source:  Hawaii DBEDT; author’s calculations (e.g. seasonal-adjustment), as published at www.boh.com/econ/

NBER recessions shaded

9/11

SARS

April 2008 forecast
(post-Aloha/ATA)
“too pessimistic”

October 2008 
forecast
(post-Lehman)
“too optimistic”
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Domestic visitor arrivals through February 2009
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Source:  Hawaii DBEDT; seasonal adjustment by TZ Economics

Rising, not falling
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International visitor arrivals through February 2009
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Source:  Hawaii DBEDT; seasonal adjustment by TZ Economics

Rebound for 
international 
arrivals but 
long-term 
downward 
trend remains 
intact.
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Source:  Hawaii DBEDT; TZ Economics

Total arrivals responses to tourism shocks

Oct 08 tourism forecast assumes 
drawn-out retrenchment, slow 
recovery of travel volumes

Shock plus t + i quarters, i = 1…6
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Source:  Hawaii DBEDT, Bureau of Labor Statistics; author’s calculations
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Financial crisis rooted in housing cycle

9

Bear market correction aggravated post-Lehman
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Source:  Standard & Poor’s; Threshold ARCH standard deviations calculated by TZ Economics

1941-43 = 10

Shaded from August 2007 
Fed intervention through 

Lehman, September 2008
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U.S. and Hawaii home construction now synchronous
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Sources:  Federal Reserve Bank of St. Louis, Bank of Hawaii, Hawaii DBEDT; calculations by author
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Home price dynamics:  now also synchronousHome price dynamics:  now also synchronous

Source:  Honolulu Board of Realtors; Realtors Association of Maui; National Association of Realtors; author
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Oahu, Maui median home price indexes; 
S&P Case-Shiller 20 City “same home” indexes
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Sources: Honolulu Board of Realtors, Realtors Association of Maui, Standard & Poor’s; seasonal adjustment of Hawaii 
data by TZ Economics; note that Case Shiller is a “same home” price index, not an existing home sales price index

NBER recessions shaded
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Oahu single-family UHERO forecast

Source:  Honolulu Board of Realtors through February 2008, UHERO; author’s calculations

Actual Oahu single-family

UHERO “post-Lehman”
forecast (March 2009)
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Brew construction forecast January 2009 COR meeting

Sources:  Author’s calculations for Council on Revenues
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Recent UHERO Hawaii construction forecast update

Sources:  Bank of Hawaii, UHERO; author’s calculations
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Stationary transform; 
GARCH standard deviations

Long-term:  real Hawaii existing home prices do rise

ln(Pt
H) = 5.3701 + 0.0235t  +  ut

(32.3522) (5.0935)

ut = 0.7917ut-1 + εt
(9.4051)

Source:  TZ Economics

1984-2008 annual 
appreciation:  ≤ 2.1%
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1963-2009 annual 
appreciation:  c. 1.34%

Source:  US Bureau of the Census; TZ Economics; deflation using the U.S. CPI-U
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Serious mortgage delinquency (90+ days pasat due) 

Selected Counties:
_________________

Dade, FL 12.26 
Merced, CA 10.57
Clark, NV 8.24
Maui, HI 3.15
Hawaii, HI 3.08
Honolulu, HI 1.64
_________________

Sources:  Federal Reserve Bank of New York 19
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Hawaii 4.04 percent

Mortgage delinquency rates ranked by state 2008Q3;Mortgage delinquency rates ranked by state 2008Q3;
30+ days past due30+ days past due

Source: Mortgage Bankers Association, 30 days or more past due; foreclosure inventory is 1.67% of Hawaii loan
universe; “historically, about of half of foreclosures starts” result in borrower loss of home (Bernanke, 12-1-08)

Percent of all mortgage loans with past due installments

US  7.29 percentUS  7.29 percent

51 Alaska 2.66  
50 North Dakota 3.06  
49 South Dakota 3.42  
48 Wyoming 3.47  
47 Montana 3.48  
46 Washington 3.92  
45 Oregon 3.93  
44 Hawaii 4.04  
43 Vermont 4.43  
42 Colorado 4.79  
41 Idaho 4.83  
40 Utah 4.97  
39 Minnesota 5.02  
38 Nebraska 5.18  
37 Iowa 5.37  
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Sources:  UHERO, Bank of Hawaii, Hawaii DBEDT; TZ Economics

Uncle George Uncle John Uncle Ben Auntie Linda

21Source:  Bureau of Labor Statistics, U.S. Department of Labor; author’s calculations
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Honolulu inflation subsiding under recession pressure

US recessions shaded

Plausible 
trajectory

22

2

3

4

5

6

7

8

9

90 92 94 96 98 00 02 04 06 08

U.S. average
Hawaii average

Source:  Hawaii DLIR, U.S. BLS; TZ Economics

U.S. and Hawaii unemployment:  real economy in synch!U.S. and Hawaii unemployment:  real economy in synch!
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U.S. recessions shaded
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Source:  Bureau of Labor Statistics, U.S. Department of Labor

Hawaii payroll employment was 
revised downward significantly (by 
more than 1 percentage point) for 
the second straight year in the 
February 2009 re-benchmarking


