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BUSINESS CYCLE STATUS ANALYSIS 

APRIL2014 

Moderating Recession 

In Recession 

STRENGTHS & WEAKNESSES 

STRENGTHS 
» Rapid growth of energy exploration in the Bakken 

Shale formation. 
» Major producer and exporter of several important 

agricultural commodities. 
» Strong state fiscal situation. 
» Location along a key trade corridor and proximity 

to Canada and major interstates. 

WEAKNESSES 
» Lack of strong growth drivers outside energy and 

agriculture. 

SHORT TERM 

RISK EXPOSURE 
2014-2019 

• LONG TERM 

9 1st quintile 

UPSIDE 

• 
Highest= I 
Lowest=51 

» Increases in energy prices and production boost 
incomes enough to offset near-term ag weakness. 

» Western infrastructure is updated fast enough 
to accommodate rapid growth in the energy 
industry. 

DOWNSIDE 
>> Safety concerns force costly regulations and 

decreased volumes of oil traveling by rail. 
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Recent Performance. North Dakota remains 
the country's top performer thanks to an energy 
boom and its ripple effects. After a brief lull 
around the turn of the year, payroll employment 
is once again rising and growth exceeds that in 
all other states. A big reason for improvement is 
faster job creation in the state's rural areas . Two­
fifths of ND's population and about half of its 
jobs are located outside of its three metro areas. 
Difficulry gauging gains associated with oil ex­
ploration in some of the more remote areas is 
one reason why benchmark revisions to employ­
ment have been so large in recent years . 

Energy. The state's historic oil boom will en­
sure that growth is above average throughout the 
forecast. The use of new exploration and recov­
ery methods to unlock ND's shale formations 
has been a game changer for the state economy. 
After years of unprecedented growth, the energy 
industry is making the transition from an ex­
ploration to a production phase. Consequently, 
even though the statewide rig count is down 
15% from its 2012 peak and is little changed 
over the past year, oil and gas production has 
soared as miners have learned to drill more 
wells with fewer rigs and increase the Row from 
existing ones. In April, daily oil production in 
the state exceeded 1 mill ion barrels, more than 
in any other state except Texas and all but 20 
countries. Although the next phase of the en­
ergy boom will not be as labor-intensive, many 
industries will benefi t from the surge in output 
and longer-term infrastructure projects. The lift 
from energy will be especially important to rural 
economies, which have been dinged by weaker 
farm profits. 

Agriculture. Although it provided surprising 
support for ND's economy last year, the farm 
industry has struggled over the past few months 
and is unlikely to return to last year's form soon. 
The farm industry is often overlooked because it 

41.1 Gross state product (C$8} 
444 Total employment (ths) 
3.6 % change 
2.9 Unemployment rate(%) 
7.6 Personal income growth(%) 

723 Population (ths) 
18.1 Net migration (ths) 

has become a small share of the U .S. economy, 
but in ND it still accounts for about So/o of out­
put and 13% of income. Farm income is down 
significantly in the state, by more than 50% 
from a year earlier in the first quarter. Although 
more-diverse crop portfolios in the state usu­
ally help limit volatiliry, there has been no such 
buffer this year. Geopolitical pressure related to 
the Ukraine-Russia conflict has the potential to 
boost prices for core crops such as wheat, but ag­
riculture will nor add much to growth this year 
or next. 

Government. ND's public sector will under­
perform this year despite strong local fiscal con­
ditions. Though recent federal government losses 
signifY actual cuts from sequestration and budget 
consolidation, state government weakness is the 
result of labor scarciry and higher private sector 
wages. The private sector share of employment 
has increased by 5 percentage points since 2010, 
or about twice the rise nationally, despite what 
are undoubtedly the healthiest state fiscal con­
ditions in the country. As private sector growth 
cools, more qualified applicants will find their 
way onto public payrolls, lending more stabiliry 
ro rhe stare and its metro areas. 

North Dakota's economy will outperform 
the nation's for the next several years thanks 
to a booming energy industry and the positive 
spillover that it generates. The weakness in ag­
riculture has the potential to eat away at the 
state's enviable position as the country's top­
performing state, but job and income growth 
will remain well above average. Whether ND 
can build out the transportation and utility 
infrastructure in its western oil patch that is 
needed to ensure future prosperity will ulti­
mately determine how well the state performs 
over the longer term. 

Dan White 1-866-275-3266 
june 2014 help@uonomy.com 
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ECONOMIC HEALTH CHECK STATE TAX REVENUE 

$PER CAPITA 
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EMPLOYMENT OUTLOOK CURRENT EMPLOYMENT TRENDS HOUSE PRICE 

%CHANGE YR AGO %CHANGE YR AGO, 3-MO MA 1996=100, NSA 
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Destination $mil 
World 3,714.5 

Canada 2,656.5 
Mexico 238.5 
Australia 81 .9 
Belgium 73.1 
Venezuela 58.3 

lndust!}': $mil 
World 3,714.5 

Machinery manuf. 1,048.0 
Oil and gas extraction 809.0 
Crop production 506.3 
Chemical manuf. 377.8 
Food manufacturing 243.5 

Sources: Census Bureau, Moody'sAnalytics, 2013 
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EMPLOYMENT & INDUSTRY MIGRATION FLOWS 

TOP EMPLOYERS INDUSTRIAL DIVERSITY INTO NORTH DAKOTA NUMBER 
Sanford Health 9,841 Most Diverse (U.S.) 

1.00 

OF MIGRANTS 
Minot Air Force Base 5,424 
Altru Health System 4,069 
University of North Dakota 2,850 0.80 
St. Alexius Medical Center 2,5S7 
Grand Forks Air Force Base 2,420 0.60 
North Dakota State University 2,339 0.44 
Noridian/Blue Cross Blue Shield 1,345 0.40 

Wal-Mart Stores Inc. 1,063 
Case New Holland Corp. 1,055 0.20 

U.S. Bank Service Center 975 
Essentia Health 967 0.00 

Microsoft Business Solutions 870 least Diverse 

Fargo VA Medical Center 870 EMPLOYMENT VOLATILITY 
M DU Resources Group Inc. 743 Due to U.S. fluctuations Relative to U.S. 
Minnesota State University Moorhead 
Concordia College 

100% 
735 
733 
714 
657 80% 

623 
60% 

Sources: Combined Lists, Moody'sAnalytics, Z01Z-Z014 
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PUBLIC 
Federal 9,175 20% 

State 24,842 

Local 46,000 0% '--~-~-­

2013 . NotduetoU.S. Due to U.S. • NO u.s. 

INDUSTRY EMPLOYMENT 

Sector % ofTotal Employment Average Annual Earnings 

NO u.s. NO u.s. 
Mining 5.8% 0.6% $94,640 $121,241 

Construction 7.3% 4.3% $59,520 $55,288 

Manufacturing 5.7% 8.8% $54,330 $75,242 

Durable 68.1 % 62.8 % $54,892 $76,882 

Nondurable 31.9 % 37.2% $53,213 $72,564 

Transportation/Utilit ies 5.9% 3.7% $72,022 $63,045 

Wholesale Trade 6.0% 4.2% $71,538 $77,359 

Retail Trade 11 .1% 11 .1% $27,913 $31,495 

Information 1.5% 2.0% $59,133 $93,099 

Financial Activities 5.2% 5.8% $40,706 $47,540 

Prof. and Bus. Services 7.7% 13.6% $44,406 $61,311 

Educ. and Health Services 13.3% 15.5% $43,71 8 $50,524 

Leisure and Hosp. Services 8.9% 10.4% $16,882 $23,812 

Other Services 3.7% 4.0% $29,809 $33,224 

Government 18.0% 16.0% $53,486 $70,342 

Sources: Percent of total employment- Moody's Analytics, BLS, 2013, Average annual earnings- BEA, 2012 

Minnesot a 

Montana 

Sout h Dakota 

Texas 

Wyom ing 

California 

Colorado 

Washington 

Florida 

Wisconsin 

Total in-migration 

FROM NORTH DAKOTA 
Minnesota 

South Dakota 

Texas 

Montana 

Colorado 

California 

Florida 

Arizona 

Wash ington 

Nebraska 

Total out-migration 

Net migration 

NET MIGRATION,# 

25,000 

20,000 

15,000 

10,000 

5,000 

0 

Domestic 

Foreign 

Total 

10 

2010 

3,709 

2,045 

5,753 

11 12 

2011 2012 

6,042 10,789 

858 1,382 

6,900 12,171 

Sources: IRS (top), 2011, Census Bureau, 2013, 
Moody's Analytics 

INCOME LEADING INDUSTRIES BY WAGE TIER 
HIGH-TECH 
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10.3 2.3 

6,431.1 4.7 

HOUSING RELATED 
EMPLOYMENT 

Ths %of total 

NO 43.4 9.8 

U.S. 12,401 .4 9.1 

Source: Moody'sAnalytics, 2013 
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NAICS Industry Quotient {ths) 
2131 Support activities for mining 18.0 25.7 

:I: 4842 Specialized freight trucking 9.6 14.1 \J 
:i: GVF Federal Govemment 1.0 9.1 

4238 Mach., 8.5 
6221 General medical and sur9ical hospitals 16.8 

0 2382 Buildin!l eguipment contractors 1.5 9.2 
~ 

5221 Depository credit intermediation 1.3 7.3 
5242 Agencies, brokerages. & insurance activities 1.6 5.1 
GVL Local Government 1.0 46.3 

~ GVS State Govemment 1.5 24.7 
0 6231 Nursing care facilities 1.7 9.6 ... 

7211 Traveler accommodation 1.2 7.2 

Source: Moody'sAnalytics, 2014 
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About Moody's Analytics 
Economic & Consumer Credit Analytics 

Moody's Analytics helps capital markets and credit risk management professionals 
worldwide respond to an evolving marketplace with confidence. Through its team of 
economists, Moody's Analytics is a leading independent provider of data, analysis, 
modeling and forecasts on national and regional economies, financial markets, and 
credit risk. 

Moody's Analytics tracks and analyzes trends in consumer credit and spending, output and income, mortgage activity, 

population, central bank behavior, and prices. Our customized models, concise and timely reports, and one of the largest 

assembled financial, economic and demographic databases support firms and policymakers in strategic planning, product 

and sales forecast ing, credit risk and sensitivity management, and investment research . Our customers include multinational 

corporations, governments at all levels, central banks and financial regulators, retailers, mutual funds, financial institutions, 

utilities, residential and commercial real estate firms, insurance companies, and professional investors. 

Our web period icals and special publications cover every U.S. state and metropolitan area; countries throughout Europe, 

Asia and the Americas; the world's major cities; and the U.S. housing market and other industries. From our offices in the U.S., 

the United Kingdom, the Czech Republic and Australia, we provide up-to-the-minute reporting and analysis on the world 's 

major economies. 

Moody's Analytics added Economy.com to its portfolio in 2005. Now called Economic & Consumer Credit Analytics, this 

arm is based in West Chester PA, a suburb of Philadelphia, with offices in London, Prague and Sydney. More information is 

available at www.economy.com. 
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