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FIGURE 1
Monthly Percent Change in the

Tennessee Leading Index
(Seasonally Adjusted Annual Rate)

T
 ennessee’s index of leading
economic activity fell at a seasonally-
adjusted annual rate (SAAR) of 0.5

percent in September to mark its first loss
since May of this year.  A measure of
economic activity expected in six to nine
months, Tennessee’s leading index was
unable to recover in September from declines
in three of its five components.   Serving to
depress the index were inflation-adjusted
taxable sales, average weekly manufacturing
hours, and the U.S. leading index. With the
biggest decline, inflation-adjusted taxable
sales fell 31.7 percent (SAAR) in September
to post its first loss since May.  Falling at a
seasonally-adjusted annual rate of 10.6

percent (SAAR) are average weekly
manufacturing hours, which went from 40.8 in
August to 40.4 in September.  The U.S.
leading index suffered its first set-back since
April of this year as it  slipped 1.1 percent
(SAAR) in September to depress Tennessee’s
leading index further.   On a positive note,
initial claims for unemployment fell from
33,900 in August to 28,200 in September at a
rate of 88.9 percent (SAAR) to mark its sixth
decline since January.  Construction
employment continued its upward trend rising
8.5 percent (SAAR) in September marking its
fourth increase in as many months.    

At the national level, new life was
breathed back into consumer sentiment in
September as it rose 35.8 percent (SAAR) 
marking the end of two consecutive months of
declines.   Up ever-so-slightly at 0.2 percent
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FIGURE 4
Real Personal Income

(1992 Dollars)
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FIGURE 3
Total Nonagricultural Employment

FIGURE 2
Tennessee Quarterly Leading Index

(SAAR) in September, retail sales at the 
national level posted their third  gain in as
many months.   As the national
unemployment rate remained at 4.2 percent,
unchanged from August, manufacturing
employment fell 0.8 percent (SAAR) in
September to post its second consecutive
loss.  Making up for the loss in the
manufacturing sector, nonagricultural
employment rose 1.0 percent (SAAR) to
keep the unemployment rate steady.  

Even though Tennessee’s overall
unemployment rate in September fell to 3.5
percent, down from 3.6 percent in August,
manufacturing and nonagricultural
employment suffered mild set-backs. 
Manufacturing employment fell 2.3 percent
(SAAR) in September to mark the end of
consecutive increases, and nonagricultural
employment slipped 5.9 percent (SAAR) to
suffer its first decline in six months.  

Despite September’s news of a
declining leading index, the outlook for the
state economy remains positive.  Since
September of 1998, the leading index has
enjoyed nine months of expansion.  The
same can be said of nonagricultural
employment.  And while there continues to
be problems in the manufacturing sector,
employment levels on the whole are
encouraging.   In all, the data suggest that
modest but continued expansion is expected
through the first quarter of 2000.
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FIGURE 6
MSA Employment Growth

September 1999
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FIGURE 5
MSA Index Growth
September 1999
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FIGURE 7
MSA Unemployment Rate

Seasonally Adjusted
September 1999

Tennessee’s Largest MSAs

S
 eptember brought disappointing news for three
of the state’s five Metropolitan Statistical Areas
(MSAs).  Only Chattanooga, whose leading
index rose 2.8 percent (SAAR), and Memphis,

whose leading index rose 5.0 percent (SAAR), posted gains in
their respective leading indices for the month of September. 
While Knoxville witnessed its leading  index suffer a
considerable loss of 11.9 percent (SAAR), Nashville and the
Tri-Cities saw their indices lose 4.7 and 4.2 percent (SAAR),
respectively.  

In recent months, labor markets in every region have
appeared tight, while taxable retail sales have been highly
volatile.  September was no different, as every region gained
ground in its level of construction and manufacturing 
employment, whereas all regions but Memphis lost ground in
inflation-adjusted taxable sales.  The unemployment rate
around the state remains very low, which supports the notion of
tight labor markets.  Of particular significance is the fact that
manufacturing employment gained ground in every region in the
month of September.  Given its checkered past—one that is
nevertheless cause for continued concern—manufacturing
employment had a very good month.   And on another positive
note, the state unemployment rate fell from 3.6 to 3.5 percent. 
Only Nashville saw its unemployment rate rise; however, since
it only rose one-tenth of a percentage point to 2.5 percent does
not diminish the fact that it remains remarkably low and the
overall economy very healthy.  
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FIGURE 8
Chattanooga Quarterly Leading Index

T
 he leading economic index for the
Chattanooga Metropolitan Statistical
Area (MSA) rose a modest 2.8

percent (SAAR) in September on the strength of
two of its four components to sustain what is now
four consecutive months of expansion.  Average
weekly manufacturing hours rose 14.0 percent
(SAAR) in September to mark its third increase in
as many months.  Construction employment
gained 600 jobs in September to post a gain of
90.6 percent (SAAR), which marks its second
increase in as many months.  Serving to depress
the index were inflation-adjusted taxable sales
and Tennessee’s leading index.  Suffering its
fourth decline since January, inflation-adjusted
taxable sales lost 70.3 percent (SAAR) in
September following a significant gain in the
month of August.  Rounding out all components
is Tennessee’s leading index, which lost 0.5
percent (SAAR) in September to mark its third
decline since January.  

Employment data not used to calculate
Chattanooga’s index show positive signs.  As the
area’s unemployment rate remains low at 3.4
percent, down from 3.6 percent in August,
manufacturing and nonagricultural employment
levels increased for the month.  The overall
nonagricultural sector gained 1,900 jobs to post
an increase of 10.9 percent (SAAR), marking its
second straight increase.   Manufacturing jobs
rose 2.0 percent (SAAR) with the addition of 100
jobs to post its fourth increase since January of
this year.  

For four months, the Chattanooga leading
index has enjoyed consecutive gains.  At the
same time, the recent volatility observed in
several categories of economic activity in and
around Chattanooga were again present in
September.   Together the evidence suggests
overall economic expansion in the months to
come, coupled with spurts of negative economic
news.     
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FIGURE 9
Knoxville Quarterly Leading Index

U
 nable to recover from losses in
three of its four components, the
leading economic index for the

Knoxville Metropolitan Statistical Area (MSA) fell
11.9 percent (SAAR) in September to mark its
fourth decline in nine months.  Serving to
dampen the index were inflation-adjusted
taxable sales, average weekly manufacturing
hours, and Tennessee’s leading index.  The
biggest mover of all components, inflation-
adjusted taxable sales, fell a substantial 67.7
percent (SAAR) in September to mark its second
decline in as many months and its fifth decline
since January.  Average weekly manufacturing
hours took a considerable hit in September,
dropping 21.2 percent (SAAR) and posting its
fifth loss since January of this year.  Rounding
out all decliners, Tennessee’s leading index
checked in with a loss of 0.5 percent (SAAR). 
Rebounding nicely from August’s slip,
construction employment in Knoxville rose 31.0
percent (SAAR) in September with the addition
of 400 jobs to post its fifth increase since
January.  

Employment data not used to calculate the
Knoxville MSA index show positive signs.  The
area’s unemployment rate remains remarkably
low at 2.8 percent, well below the state average. 
Both nonagricultural and manufacturing
employment sustained three months of
consecutive increases with gains of 2.4 percent
and 2.7 percent, respectively.  This news is
especially encouraging.

Despite the mediocre performance of
Knoxville’s leading index this year, there
remains cause for optimism.  The employment
rate remains low, and  its nonagricultural and
manufacturing sectors have shown signs of
improvement.  September marked three months
of consecutive increases for both.  Such
advances could serve to boost long-term growth,
but for now, the Knoxville MSA should anticipate
slow to modest economic growth constrained by
the volatility of retail sales and hours worked in
the manufacturing sector.    
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FIGURE 10
Memphis Quarterly Leading Index

T
 he leading economic index for  the
Memphis Metropolitan Statistical
Area (MSA) rose 5.0 percent (SAAR)

in September on the strength of two of its five
components to mark its fourth increase since
January.  Construction employment grew in
September at a rate unseen thus far in 1999, up
20.7 percent (SAAR) to mark its fourth increase
this year.  Average weekly manufacturing hours
rose 18.4 percent (SAAR) in September to post
its third increase since January.  Memphis’ help
wanted index was unchanged for the month of
September.   Serving to dampen the index,
inflation-adjusted taxable sales fell a
considerable 24.7 percent (SAAR) in September
to record only its third slip this year.  Rounding
out all components is Tennessee’s leading
index, which slipped 0.5 percent (SAAR) in
September.  

Employment data not used to compute the
Memphis index show positive signs.  The area’s
unemployment rate fell from 3.3 percent in
August to 3.1 percent in September.  
Manufacturing and nonagricultural employment
continued to improve as both posted
considerable gains.  Manufacturing employment
saw its second consecutive increase in
September rising 10.4 percent (SAAR), while
nonagricultural employment rose 5.5 percent
(SAAR) marking its fourth increase in as many
months. 

Volatile labor markets and other highly
fluctuating components of the regional economy
will serve to suppress overall growth in the
months to come.  The manufacturing sector is a
case in point, as it continues to struggle despite
September’s second consecutive increase in
jobs.  At the same time there is some cause for
optimism.  Nonagricultural employment levels
continue to increase with September marking
the fourth gain in as many months.  Anticipate
flat to modest growth for the Memphis MSA
economy through the first quarter of 2000.  
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FIGURE 11
Nashville Quarterly Leading Index

U
 nable to recover from losses in four
of its five components, the leading
economic index for the Nashville

Metropolitan Statistical Area (MSA) suffered its
third loss this year in September.  The 4.5
percent (SAAR) decline in the index marked the
end of three months of consecutive expansion. 
Serving to dampen the index were inflation-
adjusted taxable sales, average weekly
manufacturing hours, the help wanted index and
Tennessee’s leading index.  Leading all
components were inflation-adjusted taxable
sales, which fell a considerable 18.0 percent
(SAAR) in September to post the second loss in
as many months.  Average weekly
manufacturing hours also lost significant ground
in September falling 16.4 percent (SAAR) to
mark the fourth decline since January.  For its
fifth decline since January, Nashville’s help
wanted index slipped a noticeable 8.9 percent
(SAAR) in September to depress the index
further.  And rounding out all decliners was
Tennessee’s leading index, which slipped 0.5
percent (SAAR)  in September to lower
Nashville’s index further.  On a positive note,
however, construction employment rose a
significant 11.0 percent (SAAR) in September to
mark two straight months of considerable
growth.   

Employment data not used to construct
the Nashville index show positive signs.   The
area’s unemployment rate remains low at 2.5
percent.  Both manufacturing and
nonagricultural employment enjoyed a
prosperous month in  September when each
saw its third increase in as many months with
gains of 11.6 percent (SAAR) and 3.6 percent
(SAAR), respectively.  

The outlook for the Nashville MSA
economy remains positive despite its poor
showing in September.  The six months of
growth in the Nashville index should help carry
the regional economy well into 2000.   Anticipate
modest growth in the coming months.   The up
and down movements that have characterized
Nashville’s economy will likely preclude high
growth rates.    
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FIGURE 12
Tri-Cities Quarterly Leading Index

U
 nable to recover from declines in
two of its four components, the
leading economic index for the Tri-

Cities Metropolitan Statistical Area (MSA) fell
4.2 percent (SAAR) in September to mark the
end of three consecutive months of gains. 
Dampening the index were  inflation-adjusted
taxable sales and Tennessee’s leading index. 
The biggest mover, inflation-adjusted taxable
sales, plummeted 43.3 percent (SAAR) in
September to record the fifth decline since
January.  Tennessee’s leading index slipped 0.5
percent (SAAR) to depress the index further. 
On a positive note, construction employment
rose 6.9 percent (SAAR) to sustain two months
of consecutive increases.  Also, average weekly
manufacturing hours rose 5.2 percent (SAAR) in
September for the sixth increase since January.  

Employment data not used to construct
the Tri-Cities index show positive signs.  While
the 4.0 percent unemployment rate for the Tri-
Cities MSA  remains high relative to those of the
other MSAs, significant improvements were
seen in both the manufacturing and
nonagricultural employment sectors in the
month of September.  Both nonagricultural and
manufacturing employment posted only their
second gain since January, with nonagricultural
jobs up 20.6 percent (SAAR) and manufacturing
employment up 21.1 percent (SAAR).  

September accompanied a mixed-bag of
news for the Tri-Cities economy.  Its leading
index slipped for the first time in four months,
but positive signs were seen in employment
levels across the board.  Increases in
manufacturing, nonagricultural and construction
employment are encouraging.   However, only
sustained increases will help to create an
expectation of greater long-run economic
growth.  Anticipate modest growth well into
2000, with the risk of further instability in
manufacturing employment.  
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�   INTERESTED IN TRACKING THE TENNESSEE ECONOMY?

In addition to the Tennessee Economic Overview, CBER pu blishes the
Tennessee Business and Economic Outlook,  a quarterly forecast update of
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Economic Out look, which can be f ound in the Southeast Section of the Wall
Street Journal. This article provides an economic forecast for Tennessee and
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NOW AVAILABLE!
2000 TENNESSEE STATISTICAL ABSTRACT

Updated with the most current statistical information!

A valuable reference for speakers, writers, executives, public officials or anyone with
questions about Tennessee.

If you conduct business, work, study or live in Tennessee, the Tennessee Statistical Abstract is the reference you cannot afford to
be without. Economic and demographic data are presented in easy-to-read tables, maps and graphs for Tennessee counties and
cities, as well as Southeastern states.

The Abstract may be purchased as a soft-bound book or on diskette in Lotus™.

Please contact the Center for Business and Economic Research at (865) 974-5441 to order your copy now.
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For further Tennessee economic data,
please visit our Internet site at 

http://cber.bus.utk.edu.
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