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This report presents our comprehensive annual forecast for the State of Hawaii, beginning with our 
outlook for the economies of the Asia-Pacific region.

Hawaii’s economy remains on a favorable path, with record-high visitor numbers, record-low 
unemployment, and ongoing—if unimpressive—income gains. As expected, the economy’s rate of 
expansion has slowed as the business cycle has matured, and risks to the external environment 
have increased. But at present there are no signs of an imminent downturn. Instead, further 
growth at a restrained pace is the most likely outcome for the next few years at least.

• The global economy is having its best year since 2011, boosted by the US fiscal expansion, 
healthy labor markets, and high business and consumer confidence. However, it appears 
that the cycle has now peaked. Early signs of slowing are apparent in a number of countries, 
and the downside risks are magnified by trade tensions, high debt levels, and volatile equity 
markets. 

• The US economy will gradually slow from this year’s tax-supported growth pickup. Canada 
and Mexico are benefiting from US strength, and progress on a NAFTA replacement reduces 
the chance of escalating trade tensions within the region. In Asia, Japan’s economic prospects 
have softened recently, and labor force decline will hinder long-term performance. China’s 
economy, which was already on a slowing track, is feeling the effects of the US trade conflict. 
That spells trouble for the many trade-dependent developing economies in the Asia-Pacific 
region. 

• Despite significant local damage from natural disasters, Hawaii’s tourism industry is having 
another record year, supported by a strong global economy, abundant airline seats, and 
ready access to non-traditional accommodations. Sufficient growth in industry capacity will 
accommodate incremental gains in visitor arrivals, but inflation-adjusted visitor spending 
growth will fall off over the forecast horizon.  

• The dominant US market will remain the main driver of visitor growth, but gains will slow after 
this year’s strong showing. Shrinking population will keep a lid on Japan’s market share, and 
the recent oil price slump will weigh on Canadian arrivals. There are no signs of a pickup in the 
Chinese market, which has failed to grow as many had hoped. Still, emerging markets overall 
will account for a significant share of arrivals growth. 

• Departure of a large number of military personnel and dependents suppressed population 
growth last year. Demographic factors are gradually slowing the pace of labor force 
expansion, which will limit gains in nonfarm payrolls to just over half a percent per year. The 
unemployment rate bottomed out in late spring, but labor market tightness will ease only 
gradually in coming years. 

• Growth in personal income has been lackluster, despite the record low unemployment rate. 
Because of the prevalence of lower-wage jobs, per-capita income is falling short of the national 
average, and income inequality has also risen. Aggregate real personal income will continue 
to expand at a roughly 1% annual pace in coming years. Inflation will remain moderate, 
forestalling a significant erosion in purchasing power in the Islands.

Executive Summary
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Forecast Summary

2016 2017 2018 2019 2020 2021

Visitor Arrivals 3.0 5.2 6.0 2.5 1.4 1.0

U.S. Visitor Arrivals 4.6 5.1 8.6 3.8 1.3 0.7

Japan Visitor Arrivals 0.4 6.7 -1.0 1.7 0.6 0.1

Other Visitor Arrivals 0.4 4.0 3.6 -1.0 2.7 2.8

Non-farm Payrolls 1.3 1.3 0.6 0.7 0.6 0.6

Employment 1.9 0.8 0.4 0.2 0.5 0.5

Unemployment  Rate (%) 3.0 2.4 2.1 2.5 2.8 3.1

Inflation Rate, Honolulu MSA (%) 2.0 2.5 2.0 2.1 2.3 2.6

Real Personal Income 1.3 1.2 1.2 1.2 1.1 0.9

Real GDP 1.5 0.7 1.2 1.3 1.1 1.1

HAWAII ECONOMIC INDICATORS
YEAR-OVER-YEAR PERCENT CHANGE

Note: Source is UHERO. Non-farm Payrolls for 2017 and 2018 are UHERO estimates of the benchmark revision. Figures for 2018 are 
UHERO estimates. Figures for 2019-2021 are forecasts.

http://uhero.hawaii.edu


Kulia I 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 rele-
vant 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.
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