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NATIONAL SUMMARY 
The national economy continues to show signs of weakness 
with sluggish growth; that is, real gross domestic product 
(GDP) grew 0.6 percent in the first quarter of 2008. This 
rate of growth is well below the long-term trend of around 3 
percent. However, the question of whether the US economy 
is in a full-blown recession is yet to be decided.  
 
Consumer and business spending declined during the last 
quarter and another 20,000 jobs were cut in April. While 
April’s job losses were less than the previous three months, 
there is still concern of further job cuts in the coming 
months due reduced spending and low consumer 
confidence. 
 
With that said, some recent news has been better than 
expected. Recently, the Federal Reserve Chairman Ben 
Bernanke indicated that market conditions have improved 
(although still cautious as to overall market stability).  In 
addition, April’s retail sales figures were up 0.5 percent 
from last month.   
 
As such, economists have lowered their probabilities of the 
national economy heading into a recession. The WSJ.com 
survey of economists indicated the likelihood of a recession 
was 60 percent, down from 90 percent in April (Wall Street 
Journal, May 14, 2008). Using the same indicators that the 
NBER uses to date recessions, Marcelle Chauvet and 
Jeremy Piger constructed recession probabilities. Their 
model indicates a recession when the probability exceeds 65 
percent. February’s probability was 16 percent…time will 
tell! 

 
 
 
 

Nov Dec Jan Feb Mar Apr
Emp. Chg. 60 41 -76 -83 -81 -20
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AUGUSTA ECONOMY 
The Augusta economy continues to hold steady even though 
the national economy has been contracting. The Greater 
Augusta Economic Activity Index is a single summary 
measure that tracks the current state of the local economy. 
(Note: More information regarding the index can be found 
at http://coba.aug.edu/mthompson/Augusta Regional.htm). 
 
In March, the Greater Augusta Economic Activity Index 
increased by 0.23 percent from last month and 0.77 percent 
from this time last year. The main contribution to the index 
continues to be employment growth. Recent job 
announcements bode well for Augusta over the coming 
months. 

98

100

102

104

106

108

110

Jan. 2002=100

Greater Augusta Economic Activity Index
(3-Month Moving Average)

 
 

 



Tourism continues to contribute to the local economy 
amid consumer spending cuts. According to the Augusta 
Tourism Activity Index, tourism-related activity in March 
was up 1.9 percent from this time last year. Over the last 
12 months, tourism activity has been up every month 
relative to the same month last year. Watch next month as 
April’s tourism numbers start to come in! 
 
Since the labor market is the major driver in a local 
economy, it would be beneficial to get a sense of future 
labor market conditions. Initial unemployment claims 
may provide an early indication of future labor market 
performance as it tends to move in front of the labor 
market cycle. Initial claims have been trending up over 
the past year, but the last four months have seen a steady 
decline in claims. This may be good news as to the future 
unemployment rate in Augusta. 
 
In fact, the Augusta unemployment rate has historically 
been well above the state unemployment rate. Over the 
last couple of months, however, the unemployment rate in 
Augusta has been falling while the state unemployment 
rate has been increasing (but dropped slightly last month).   
 
 
CONCLUDING REMARKS 
The national economy may have started contracting in 
late-2007 or early-2008; however, recent news may 
indicate that much of the work by the Federal Reserve and 
Congress may provide the stimulus to either avoid a 
recession or minimize the depth of one. The downside 
risk is that the Federal Reserve has little room to act any 
further. The difference between stagnant growth and 
recession is consumer confidence, which right now is at 
its lowest since 1980.  
 
On a positive note, the Greater Augusta economy has not 
turned down when the national economy has been weak. 
Furthermore, the local labor market is continuing to grow 
with future labor market performance looking strong. 
Expect April’s employment numbers to continue this 
upward trend. 
 
In addition, tourism activity has continued to contribute to 
the local economy even when the national economy is 
slowing down. Next month will provide us a glimpse of 
what the Masters tournament brings to the local economy 
- a boost!  
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Mark A. Thompson is the Cree-Walker Chair of Business Administration at Augusta State University.  
Prior to coming to Augusta State University, Professor Thompson was the State Economic Forecaster at 
the University of Arkansas-Little Rock’s Institute for Economic Advancement, where he provided state 
and regional forecasts for Arkansas and collaborated with other state agencies on issues relating to 
economic development and public policy. He holds a Ph.D. in economics from Texas Tech University 
and has published extensively in the area of regional economic analysis, production and engineering 
economics, energy, and natural hazards. In addition, his regional commentary frequently appears in the 
“Your Business” section of The Augusta Chronicle. He can be reached at mthompson@aug.edu. 


