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Hon. W. Michael Blumenthal
Secretary of the Treasury

U.S. Department of Treasury

15 Street & Pennsylvania Avenue
Washington D.C. 20220

Dear Secretary Blumenthal:

Pursuant to Section 6.7.5 of the Agreement to Guarantee,
I am enclosing an Economic Report on New York City.

This report is the first of a series to be provided
semi-annually by the City of New York to the U.S. Treasury.
These reports will describe developments in the economy of
New York City and the preceding half year and their impact
on City revenues and expenditures.

The report is organized to include a summary of economic
conditions followed by an analysis of activity in major
industries, labor market conditions, competitive factors and
certain long term trends. In the final section the effects
of local economic conditions on the City's finances, taxes
and services is discussed in detail. :

Because this is the initial report, developments over
the past seven years are also included in order to provide

-a frame of reference for the current as well as future reports.

In general, this report shows improving economic conditions
in the City and if the observed trends continue the economically
sensitive revenues in the Four Year Financial Plan should meet-

projections.

My staff and I will be available to discuss the contents
of this report and any related issues at your convenience.

Very truly yours,:
~

Financial Management
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REPORT ON
THE ECONCMIC CONDITION OF THE CITY OF NEW YORK
FOR THE PERIOD JULY - DECEMBER 1978

Note: This report is the first of a series to be provided
semi-annually by the City of New York to the United
States Treasury under the terms of the Federal Agreement
to Guarantee made in November 1978. . The reports will
describe developments in the economy of New York City
in the preceding half-year and their impact on City
revenues and expenditures.

In this report, because it is the first, developments

over the past seven years, 1972 to 1978, are summarized

to provide the reader with a convenient frame of reference
for the events of the reporting period, July-December 1978.
Some of the comparisons are made on a full-year basis for
1978, when the annual figures are available.

I. SUMMARY OF ECONCMIC CONDITIONS

In the last six months of 1978, the City consolidated the ecopomic gains made
in the first half of the year, and continued to show increases in output and
employment. Especially large employment increases nationwide provi&ed a setting
conducive to moderate local growth.

Business condition indicators reflected the general upturn in 1978. In 1978,
the Index of Business Activity in New York City, a measure of private sector output
published by the State Department of Commerce, showed the largest gain of the 1970's.
Retail trade revealed the strongest growth in sales since 1973. New York City hotel
occupancy rose 7 percent, Office space indicators showed a renewal of construction

interest and a reduction of vacancies.

During 1978, the number of jobs in New York City increased for the first time
since 1970, rising 1.3 percent (42,000 jobs) over 1977. Three quarters of the growth
was in the private sector, which recorded its first annual employment increase since
1969, principally in the service sector. (See Chart 1.) The 1.2 percent growth in
local private sector jobs compares with a national increase of 4.7 percent. An
unusually large increase occurred in the second quarter, in part making up for the
severe weather of January and February. Third and fourth quarter gains were smaller,
but still substantial both in the City and the nation. New York's experience repre-
sents a change from the early 1970's when the City, even in the face of the signifi-
cant national employment gains, experienced annual private sector losses in excess

of one. percent.






