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Following a solid 2008, district manufactured
exports expected to slow in 2009
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While the district economy slowed in
2008, manufactured exports continued
to grow. Manufactured exports increased
in all district states at or above 11-year his-
torical average growth rates. However,
growth in exports slowed during the last
few months of 2008, and growth is likely
to drop in 2009.

Gains to most
destinations in 2008

Exports grew from district states to most
destinations. Growth to the district’s pri-
mary export destination, Canada, was
higher than historical averages in all
states except South Dakota, where
growth decreased by 4 percent, primarily
due to decreases in exports of food and
kindred products. Manufactured exports
to Europe, the district’s second-largest
destination, were relatively strong in
South Dakota and Wisconsin, but were
flat in Minnesota and decreased in
Montana and North Dakota. The
decrease in North Dakota exports was
largely due to a drop in the value of
goods shipped to Belgium and Italy.

Manufactured exports to Mexico
posted some of the largest gains in
2008. For example, North Dakota’s
south-of-the-border exports rose by
105 percent, largely because of sub-
stantial gains in exports of food and
kindred products. Exports to Mexico
from Minnesota increased almost 30
percent, primarily due to increases in
machinery and food and kindred
products. Wisconsin’s 18 percent
increase to Mexico came mostly from
higher shipments of transportation
equipment.

After averaging 24 percent annual
growth since 1997, manufactured exports
to China rose by a modest 8 percent in
2008. Exports from Wisconsin to China,
which totaled over $1 billion during the
past two years, grew only 2 percent in
2008. Decreases in Wisconsin’s shipments
of machinery and computer and elec-
tronic products were primarily attributed
to the overall languid performance.
Meanwhile, exports to China from
Montana and the Dakotas made strong
gains in 2008.

Almost as many district manufac-
tured exports were shipped to South
America as were shipped to China. Last
year exports to South America grew 29
percent in Wisconsin, primarily from
increases in exports of machinery to
Chile and Brazil. Other notable trends

include a 44 percent gain in Montana
exports to all Asian destinations, mostly
concentrated in chemicals and machin-
ery. Exports to North Dakota’s third-
largest destination, the former Soviet
Republics, increased 65 percent due to
increases in machinery exports. Finally,
as the petroleum industry boomed in
Montana and North Dakota, exports of
petroleum and coal products increased
to Canada, although exports of these
products represent a modest share of
total exports.

Top export industries
continue to improve

Exports of machinery, the district’s
largest export industry, account for just
over 25 percent of manufactured
exports. This category increased 15
percent during 2008, primarily to
Canada and Europe. The next two
largest industries, computer and elec-
tronic products and transportation
equipment, posted more modest gains.
Meanwhile, exports of food and kin-
dred products and chemicals increased
13 percent. In Montana exports of
chemicals increased 35 percent during
2008, largely attributed to gains in ship-
ments to Canada, Taiwan and
Singapore. Chemicals are Montana’s
top export industry.

Continued on page 18
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The good ol’ days
of ... 2008

Like its neighbor to the north, South
Dakota is feeling the grip of recession
after avoiding it longer than the vast
majority of states.

For example, the state’s seasonally
adjusted unemployment rate rose from
3.7 percent in December to 5 percent in
February. South Dakota’s unemployment
rate hasn’t been that high since the late
1980s. Sectors once seen as well insulated
are being affected. For example, the
University of Sioux Falls announced that
20 employees will lose their jobs and
remaining staff will see their pay reduced.

The wind industry was going gang-
busters in South Dakota last year, but is
now in “the year of the pause,” an indus-
try official told a local newspaper, in
part because projects can’t find financ-
ing. The once-booming ethanol industry
has been gutpunched with a combined
250 million gallons of capacity sitting idle,
according to local news reports, while
others operate at less than full capacity.

On the bright side, about 400 to 450
construction workers will get busy this
summer on a 2,100-mile oil pipeline
winding its way through the state from
Alberta, Canada, and eventually on to
refineries in Illinois and Oklahoma.
Prep work was initiated last year and was
expected to start up again in spring near
Yankton.

Unemployment
msurance bread line

The state’s rising unemployment rate is
showing up in state jobless insurance
payments. Payouts doubled, to $3.7 mil-
lion, in December 2008 compared with
a year earlier, according to the state’s
Department of Labor. They have since
gone much higher. State officials said
weekly payments in February topped
$1.5 million, which they believe to be a
record.

Not surprisingly, the state’s insurance
fund balance has been dropping. Total
payments by employers (which fund
worker benefits) are projected to be $22
million this year, while payments to
unemployed workers are expected to
reach $40 million.

If those projections hold, the fund
balance would drop to just $7 million, at
which point employers would have to
pay higher rates of unemployment
insurance. But before that happens, a
state advisory council recommended
that the state accept up to $12 million in
federal stimulus money earmarked to
offset unemployment payments.

—Ronald A. Wirtz
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Minnesota Manufactured Exports

Annual
Total Exports Percent
2008 Change
(millions of dollars)  2007-2008
Top Five Destinations
Europe 5,178.0 05
Canada 4,797.2 9.0
Asian NIEs* 1,512.8 -0.1
Southeast Asia 1,3534 15.7
China 910.9 125
Total Manufactured Exports 17,290.3 6.2
Annual
Total Exports Percent
2008 Change
(millions of dollars)  2007—-2008
Top Five Industries
Computer and Electronic Products 4,196.1 4.8
Machinery, Except Electrical 2,923.9 12.6
Transportation Equipment 2,028.6 -69
Miscellaneous Manufactured Commodities 1,958.8 —49
Food and Kindred Products 1,420.3 15.9
Total Manufactured Exports 17,290.3 6.2
Montana Manufactured Exports
Annual
Total Exports Percent
2008 Change
(millions of dollars)  2007—2008
Top Five Destinations
Canada 4705 30.6
Asian NIEs* 171.1 499
Europe 158.5 -92
Japan 130.8 28.6
China 60.9 45.0
Total Manufactured Exports 1,090.6 23.8
Annual
Total Exports Percent
2008 Change
(millions of dollars)  2007—2008
Top Five Industries
Chemicals 353.1 35.2
Machinery, Except Electrical 184.6 7.0
Transportation Equipment 149.8 222
Primary Metal Manufacturing 114.9 18.8
Nonmetallic Mineral Products 43.6 05
Total Manufactured Exports 1,090.6 23.8
North Dakota Manufactured Exports
Annudl
Total Exports Percent
2008 Change
(millions of dollars)  2007—2008
Top Five Destinations
Canada 885.6 18.3
Europe 311.5 -33
Former Soviet Republics 2717 644
Mexico 914 105.1
Pacific Islands 91.0 543
Total Manufactured Exports 1,896.7 24.1

*Asian NIEs (newly industrialized economies) include Hong Kong, Singapore,

South Korea and Taiwan.

Exports from page 17

Will growth continue
in 2009?

While district manufactured exports
were relatively strong in 2008, they did
slow substantially during the fourth
quarter (see Chart 1). Will the slow
fourth quarter bleed into 200972

Despite the slowing U.S. economy dur-
ing 2008, manufactured exports contin-
ued to grow in part due to global econom-
ic growth and a weaker dollar, which made
U.S. manufactured exports less expensive
in other countries. According to the
International Monetary Fund (IMF), the

Chart 1

global economy increased 3.4 percent in
2008, which was the slowest growth since
2002, but not far below the previous 10-
year average. Regarding exchange rates,
the US. and Canadian dollars traded
close to parity for much of the year, and
relative to historical trends, the U.S. dollar
was weak compared with the euro and
Japanese yen.

However, global growth is expected to
be flat in 2009, and exchange rates have
started the year unfavorably for exports.
The IMF predicts global growth to slow to
a 0.5 percent increase in 2009, which will
erode demand for district exports.
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North Dakota (continued)
Annual
Total Exports Percent
Chart 3 Nonfarm Employment 2008 Change
Percent Change Feb. 2008 to Feb. 2009 (millions of dollars) - 2007-2008
Top Five Industries
Machinery, Except Electrical 1,183.0 27.0
Transportation Equipment 2304 41.7
Montana R Food and Kindred Products 2169 35
Chemicals 85.7 10.5
Computer and Electronic Products 44.6 11.6
South Dakota _ Total Manufactured Exports 1,896.7 24.1
South Dakota Manufactured Exports
Minnesota I Annual
Total Exports Percent
2008 Change
_ (millions of dollars)  2007—2008
Wisconsin Top Five Destinations
Canada 4827 -4.0
— Meico 2835 27
North Dakota Southeast Asia 215.1 28.1
Europe 190.8 23.8
Asian NIEs* 181.4 41.5
-12 -10 -8 -6 -4 -2 0 2
Total Manufactured Exports 1,505.3 10.2
B Manufacturing Total Nonfarm Annudl
. isti Total rts Percent
Source: Bureau of Labor Statistics 256(50 Qi rem
(millions of dollars)  2007—2008
Furthermore, the U.S. dollar strength- Meanwhile, manufacturing activity expan- Top Five Industries
ened against the Canadian dollar and the ded in North Dakota for all of 2008, but Computer and Electronic Products 507.6 242
euro during the first few months of 2009.  showed signs of slowing toward the end of Food and Kindred Products 346.7 -10.8
An exception is the Japanese yen, which  the year. As manufacturing activity Machinery, Except Electrical 259.1 28.3
strengthened relative to the U.S. dollar slowed, manufacturing employment Beverages and Tobacco Products 1188 83.4
early in 2009. decreased in all district states in 2008, and T erimton Earamant 946 _189
Other signs of weakness are apparent  more so than total nonfarm employment
in the district’'s manufacturing sector.  (see Chart 3). Total Manufactured Exports 1,505.3 10.2
Growth in exports during 2008 served as During the first two months of 2009,
a buffer to the weakening manufactur- Creighton University’s survey shows a Wisconsin Manufactured Exports
ing sector. That is, foreign demand contracting manufacturing sector in
helped soften a decrease in domestic Minnesota and the Dakotas. At the same Total Exports é‘grrc]gg,l(
demand, but not enough to keep the time, manufacturing employment con- 2008 Change
manufacturing sector overall from con- tinued to contract in all district states. (millions of dollars)  2007-2008
tracting during 2008. While export data for states were not Top Five Destinations
available for the beginning months of
2009, U.S. data show that manufactured Canada 6,021.6 6.9
Slow gZObal 87 owth, unfavorable exports in January were down more E/L\Jrope Z]nggz 133
. than 20 percent compared with a year CXCO R o
exchange rates and signs of . P P Y South America 11784 294
slowness in the manufactum'ng Slow global growth, unfavorable China 1,104.5 1.8
exchange rates and signs of slowness in
sector and U.S. exports all point e magnufacturing grs’ector and U.S. Total Manufactured Exports 19,2922 o7
3 3 exports all point to likely decreases in Annual
to likely decreases in 2009 2009 manufactured exports in district Total Exports Percent
manufactured exports in district  states, at least during the first part of (miIIionsto(z‘sdollars) 20%@3?(?08
. . the year. If the global economy picks
states, at least during theﬁ’mt up in the second half of 2009, some Top Five Industries
part of the year. recovery in district exports could be Machinery, Except E|eCt'I’iCG| 6,233.8 13.0
garnered. Computer and Electronic Products 31116 36
Transportation Equipment 2,599.6 10.8
According to results of Creighton Food and Kindred Products 1217.0 192
University’s Mid-America Business Electrical Equipment, Appliances and
Conditions Index, which is based on a Components 1,1155 83
survey of supply managers in nine Mid-
American states, manufacturing activity Total Manufactured Exports 19,2922 2.7

contracted for most of 2008 in Minnesota
and decreased in South Dakota during
the last two months of 2008 (see Chart 2).

*Asian NIEs (newly industrialized economies) include Hong Kong, Singapore,

South Korea and Taiwan.

Source: WISERTrade International Trade Database, Holyoke Community College
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