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Executive Summary

Strict preventive measures appear to have halted the spread of the coronavirus in Hawaii,

but they have also brought economic activity to a standstill. The combination of the stay-at-
home-order for local residents and the mandatory quarantine for visitors has resulted in an
unprecedented plunge in employment. Although a gradual reopening of the local economy is
now underway, tourism will struggle to recover for years to come, and the overall economy will
suffer as a result.

Because of the exceptional uncertainty, we provide our baseline forecast, as well as optimistic
and pessimistic alternative scenarios.

* Job losses in Hawaii have been decimating. We estimate that payrolls dropped by more than
220,000 by mid April. More than half of these job losses were the direct result of the tourism
halt, and the remaining due to the stay-at-home order. Layoffs were widespread, affecting
every industry, but the largest losses occurred in trade and accommodation and food services.
In our baseline forecast, nonfarm payrolls will post a nearly 16% decline for this year overall,
and will remain below their 2019 level throughout the forecast period.

An ambitious federal fiscal and monetary policy response has cushioned the impact of the
coronavirus shock. Payroll support and other loan programs are helping some firms to stay
afloat, and, despite delays in implementation, direct payments to individuals, enhanced
unemployment, and other federal transfer payments will offset a significant portion of labor
income losses. In our baseline forecast, aggregate real personal income will fall by about 5%
this year, edging back up to the 2019 level by 2024.

The worldwide fallout from COVID-19 will contribute to the slow pace of Hawaii's recovery.
Shutdowns have occurred virtually everywhere, and nearly all economies are experiencing a
more severe downturn than during the 2008-2009 Great Recession. Local and global supply
chains remain impaired, and consumer attitudes cautious. While a rebound from second-
quarter lows may be sharp, the recovery to pre-crisis output levels in the US will take at least
two years, with unemployment remaining elevated near 6% in 2022.

As a result of practical restart challenges and a reluctant traveling public, in our baseline
forecast, we see tourists beginning to return only in late July, and the number of arrivals for
the year averaging nearly 60% lower than in 2019. Further recovery thereafter will continue to
be gradual, so that by 2022 there will be just over 8 million visitors to the state, compared with
more than 10 million in 2019. The statewide hotel occupancy rate will average just 63% in 2022,
compared with 81% in 2019.

The macroeconomic toll of the crisis will be somewhat larger on the Neighbor Islands than
on Oahu because of their greater reliance on the visitor industry. In our baseline forecast,
unemployment rates will average more than 20% this year in each of the Neighbor Island
counties. Absent substantial additional federal funding, Hawaii’s State and local governments
will face both near-term shortfalls and medium-term financing costs, adding uncertainty to
the ability of state and local governments to provide needed services.

In our pessimistic scenario, we assume no significant tourism reopening until autumn.

Visitor arrivals would post an annual decline of 70% this year and remain significantly below
the 2019 peak through the end of the forecast horizon. For this year as a whole, real income
would decline more than 6%, and non-farm payrolls would be down nearly 20%. The nonfarm
job count would still be 58,000 jobs below its pre-crisis level in 2022, and the statewide
unemployment rate would remain at 9%.
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In our optimistic scenario, good control of the virus nationally and abroad within the next two
months would allow a moderate return of visitors by late summer, and, by this fall, businesses
catering primarily to the local market would recover about 80-85% of the recent decline.
Two-thirds of job losses would be recovered by next year. Even so, persisting social-distancing
measures would continue to impose significant ongoing costs for tourism. Even with a
relatively steep path of initial gains, visitor numbers would fall short 2019 levels for the next
five years.

Hawaii's heavy reliance on tourism means that the local economy will lag behind the national
pace of recovery progress. But how recovery proceeds will depend crucially on government
policy responses. More direct federal support to states and counties is desperately needed,
and hopefully some will be forthcoming. Regardless, the State needs to spend its available
resources now to preserve companies, worker skills, and consumer and business finances. This
will ensure that Hawaii can make as rapid and complete a recovery as possible.
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Forecast Summary

ECONOMIC INDICATORS

PUBLIC SUMMARY
2017 2018 2019 2020 2021 2022
STATE OF HAWAII
Nonfarm Payrolls (Thou) 654.9 658.2 656.1 550.1 602.2 626.1
% Change 1.1 0.5 -0.3 -16.1 9.5 4.0
Unemployment Rate (%) 2.4 25 2.7 18.2 9.3 5.8
Real Personal Income (Mil 2019%$) 78,352.5 80,001.4 81,342.5 77,020.3 77,243.5 79,410.2
% Change 1.3 2.1 1.7 -5.3 0.3 2.8
Real GDP (Mil 2019%) 92,575.4 95,323.5 97,308.0 86,499.5 91,765.5 94,667.4
% Change 1.6 3.0 2.1 -11.1 6.1 3.2
Total Visitor Arrivals by Air (Thou) 9,277.6 9,761.4 10,282.2 4,149.5 6,666.3 7,960.5
% Change 5.2 5.2 53 -59.6 60.7 19.4
Visitor Days (Thou) 83,608.1 87,724.6 90,229.0 36,697.4 59,275.4 70,984.7
% Change 4.9 4.9 2.9 -59.3 61.5 19.8
Real Visitor Expenditures (Mil 2019$%) 17,207.2 17,748.4 17,702.2 6,202.5 11,157.9 14,376.6
% Change 2.9 3.1 -0.3 -65.0 79.9 28.8
HONOLULU COUNTY
Nonfarm Payrolls (Thou) 471.9 473.2 472.0 402.5 437.0 4537
% Change 0.7 0.3 -0.3 -14.7 8.6 3.8
Unemployment Rate (%) 2.3 2.4 2.6 16.5 8.4 5.2
Inflation Rate, Honolulu MSA (%) 2.5 1.9 1.6 0.0 0.1 1.3
Real Personal Income (Mil 2019%$) 58,254.9 59,371.2 60,238.3 57,186.8 57,494.5 59,088.9
% Change 0.8 1.9 1.5 -5.1 0.5 2.8
Total Visitor Arrivals by Air (Thou) 5,683.3 5,862.4 6,193.0 2,431.4 3,968.7 4,730.1
% Change 4.3 3.2 5.6 -60.7 63.2 19.2
HAWAII COUNTY
Nonfarm Payrolls (Thou) 70.8 71.2 70.7 57.1 63.8 66.5
% Change 1.8 0.6 -0.7 -19.2 11.8 4.2
Unemployment Rate (%) 2.8 3.0 3.5 22.0 11.6 7.8
Real Personal Income (Mil 2019%) 8,443.2 8,670.2 8,897.9 8,443.9 8,401.2 8,618.9
% Change 2.9 2.7 2.6 -5.1 -0.5 2.6
Total Visitor Arrivals by Air (Thou) 1,767.1 1,706.2 1,779.5 725.8 1,165.5 1,395.5
% Change 14.0 34 4.3 -59.2 60.6 19.7
MAUI COUNTY
Nonfarm Payrolls (Thou) 79.0 80.3 80.2 63.9 71.6 74.8
% Change 2.7 1.7 -0.1 -20.3 121 4.5
Unemployment Rate (%) 2.6 2.4 2.6 20.9 10.0 5.8
Real Personal Income (Mil 2019%$) 8,155.9 8,337.5 8,466.5 7,876.8 7,853.2 8,121.2
% Change 2.6 2.2 1.5 -7.0 -0.3 34
Total Visitor Arrivals by Air (Thou) 2,799.7 2,963.6 3,119.4 1,312.6 2,107.5 2,526.5
% Change 4.5 5.9 5.3 -57.9 60.6 19.9
KAUAI COUNTY
Nonfarm Payrolls (Thou) 32.8 32.7 33.2 26.6 29.8 31.1
% Change 2.6 -0.3 1.6 -19.8 12.0 4.3
Unemployment Rate (%) 2.4 2.5 2.7 21.5 111 7.2
Real Personal Income (Mil 2019%$) 3,498.6 3,622.5 3,738.8 3,512.8 3,494.7 3,581.2
% Change 2.9 3.5 3.2 -6.0 -0.5 2.5
Total Visitor Arrivals by Air (Thou) 1,285.4 1,389.3 1,374.9 574.9 909.4 1,092.5
% Change 8.3 8.1 -1.0 -58.2 58.2 20.1

Note: Source is UHERO. Figures for county income for 2019 are UHERO estimates. Figures for 2020-2022 are forecasts.
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Hawaii Business Roundtable
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American Savings Bank
Bank of Hawai'‘i
Board of Water Supply
DR Horton
First Hawaiian Bank
Hawaiian Airlines
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KUAHIWI - A HIGH HILL, MOUNTAIN

Architects Hawaii, Ltd. Kaiser Permanente Hawai‘i
Better Homes and Gardens Real Estate Advantage Realty Kamehameha Schools
Central Pacific Bank The Hawaii Laborers & Employers Cooperation and
First Insurance Company of Hawaii, Ltd. Education Trust Fund
Halekulani Corporation The Natural Energy Laboratory of Hawaii Authority
Hawaii Tourism Authority The Pacific Resource Partnership
Hau'oli Mau Loa Servco Pacific, Inc.
HGEA Stanford Carr Development

The Howard Hughes Corporation

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.



