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EXECUTIVE SUMMARY

Hawaii's economy continues to edge into a mild recession. A tourism downturn is now underway,
and job losses will occur in a number of sectors in 2026. Inflation, while currently low, will rise
next year as tariffs continue to pass through to consumer prices. Construction remains the one
consistently strong sector, supported by major new federal contracts and ongoing housing and
infrastructure needs.

The US economy strengthened in the third quarter as consumer spending rebounded,
supported in part by strong stock market gains. But underlying conditions remain mixed:
household budgets are stretched, long-term interest rates remain high, and the record-
long federal government shutdown reduced income and delayed critical economic data.
Job creation nationally has slowed sharply, and unemployment has risen, reflecting broader
cooling. US and global economic prospects remain relatively poor.

Tourism in Hawaii has softened this year. Oahu has seen notable declines, while Maui continues
its gradual recovery from the 2023 wildfires. International markets remain weak, with Canadian
visitors down sharply. There has been a welcome recent uptick in the number of Japanese
visitors, which nevertheless remains well below its pre-pandemic level. Visitor arrivals and
average daily census are expected to decline in 2026 before recovering in 2027-2028.

Hawaii’s labor market shows clear signs of slowing. Job postings have fallen, opportunities have
narrowed, and federal layoffs will continue into 2026. Still, unemployment remains low and

the overall cooling has been gradual. The upcoming minimum wage increase to $16 in 2026

will boost incomes for many lower-wage workers but could create cost challenges for some
employers.

Inflation will build over the next year as tariffs continue to flow through to consumer prices,
peaking around 3.5% in late 2026 before gradually easing. By 2027, Honolulu consumer prices
will be about 1.5% higher than they would have been without recent tariffs hikes, raising annual
costs for a typical Hawaii household by about $1,400.

The federal shutdown disrupted pay for many of Hawaii’s roughly 34,000 federal employees
and caused SNAP and other federal programs to lapse as funds ran out. The State provided
limited emergency assistance to cushion the gap in social programs, but the shutdown still
reduced household spending and likely weakened visitor demand temporarily, adding short-
term drag to the local economy. Some, but not all, of the shutdown-related spending hit will be
reversed as federal workers receive back pay.

Construction remains a rare bright spot. New federal projects, including an $8 billion Navy
contract and progress on Aloha Stadium redevelopment, will keep construction employment
near record levels through the decade’s end. This will help cushion the downturn but cannot
fully offset weakness elsewhere in the economy.

Overall, UHERO expects a mild recession in Hawaii followed by a weak recovery starting in
2026. Job and income losses will be real but limited in scale, with the greatest burdens falling
on lower-income households and sectors tied to tourism and federal spending. Significant
uncertainties remain—from trade policy and deportations to the ability of the Federal Reserve
to steer the national economy—but prospects look somewhat better than they did earlier this
year.
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FORECAST SUMMARY

MAJOR ECONOMIC INDICATORS

STATE OF HAWAII FORECAST

2024 2025 2026 2027 2028
STATE OF HAWAII
Nonfarm Payrolls (Thou) 639.4 642.8 641.1 642.7 645.6
% Change 1.1 0.5 -0.3 0.2 0.5
Unemployment Rate (%) 3.0 2.8 3.0 3.0 3.0
Real Personal Income (Mil 2024$) 102,699.8 104,784.5 104,749.5 105,857.9 107,293.8
% Change 1.5 2.0 0.0 1.1 1.4
Real GDP (Mil 2024$%) 117,627.4 120,033.3 120,045.0 121,611.4 123,550.1
% Change 0.9 2.0 0.0 13 1.6
Average Daily Census (Thou) 2303 228.1 222.0 228.4 236.9
% Change -1.9 -1.0 -2.7 29 3.8
Real Visitor Expenditures (Mil 2024%) 20,482.2 20,819.4 20,327.8 20,710.2 21,039.5
% Change -5.1 1.6 -2.4 1.9 1.6
HONOLULU COUNTY
Nonfarm Payrolls (Thou) 461.1 463.2 461.4 462.7 465.0
% Change 1.4 0.5 -0.4 0.3 0.5
Unemployment Rate (%) 2.7 2.7 29 29 2.8
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 2.9 2.4
Real Personal Income (Mil 2024$) 75,117.8 76,607.0 76,516.0 77,251.3 78,237.9
% Change 1.9 2.0 -0.1 1.0 1.3
Average Daily Census (Thou) 112.5 109.1 105.6 108.1 111.5
% Change 1.3 -3.0 -3.2 2.4 3.1
HAWAII COUNTY
Nonfarm Payrolls (Thou) 72.4 72.4 72.3 72.4 72.7
% Change 1.8 0.0 -0.1 0.1 0.3
Unemployment Rate (%) 3.2 33 3.4 3.4 33
Real Personal Income (Mil 2024$%) 11,747.5 12,021.6 12,016.4 12,161.6 12,376.7
% Change 0.4 2.3 0.0 1.2 1.8
Average Daily Census (Thou) 37.0 36.2 35.0 35.8 371
% Change -3.7 -2.1 -34 23 37
KAUAI COUNTY
Nonfarm Payrolls (Thou) 32.4 329 32.8 32.9 32.9
% Change 1.5 13 -0.2 0.1 0.3
Unemployment Rate (%) 2.6 2.5 2.8 29 2.9
Real Personal Income (Mil 2024$) 4,836.6 4,939.8 4,938.0 4,994.6 5,087.7
% Change 0.3 2.1 0.0 1.1 1.9
Average Daily Census (Thou) 284 28.4 27.8 27.9 28.4
% Change -1.9 -0.3 -2.1 0.4 1.8
MAUI COUNTY
Nonfarm Payrolls (Thou) 73.4 74.3 74.5 74.7 75.0
% Change -1.1 1.2 0.3 0.3 0.4
Unemployment Rate (%) 43 3.2 3.4 3.4 33
Real Personal Income (Mil 2024$) 10,997.9 11,206.1 11,216.5 11,350.8 11,492.6
% Change 0.0 1.9 0.1 1.2 1.2
Average Daily Census (Thou) 524 54.4 53.7 56.6 59.9
% Change -6.9 3.8 -1.4 5.4 5.9

Note: Source is UHERO. Nonfarm Payrolls for 2024 are UHERO estimates of the March 2026 benchmark revision. Income figures for 2024 are UHERO

estimates. Figures for 2025-2028 are forecasts.
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FOURTH QUARTER HAWAII FORECAST

The Hawaii economy continues to slip into a mild recession. So far, economic
softening has been somewhat less pronounced than we had feared, because
visitor numbers have not declined as much as expected and the labor market
fallout has been limited. Still, we expect moderate job losses across much of
the economy, before a mild recovery begins. This outlook is characterized

by unusually high uncertainty. Artificial intelligence presents substantial
medium-term potential, but in the short term there remain considerable
economic risks, stemming primarily from US federal government policies.
These could precipitate a US recession and larger economic costs for Hawaii.

US growth  US economic growth has strengthened in the second half of the year, even
has firmed, aslabor market conditions deteriorate. Consumer price inflation has edged
despite obstacles upward, due at least in part to the pass-through of tariffs on imported goods.
Reading the economy’s path has become harder recently as the longest
federal government shutdown in history has delayed or eliminated the
release of essential government statistics.

A push-pull on Consumer spending growth picked up sharply over the summer, following

US consumers Wweak and erratic performance in the year’s first half. In August—the most
recent month for which we have data—spending by US consumers was up
2.7% from a year ago.

Looking forward, conditions underpinning consumer spending are mixed.
Because outlays have been higher than personal income for the past year-
and-a-half, tighter household budgets may drag on spending, as will still-
high long term interest rates. The government shutdown will reduce fourth
quarter spending growth. At the same time, stock market gains, if sustained,
will continue to buoy spending among higher-income consumers. Stock
market wealth has risen nearly by half since the beginning of 2023, compared
with a 17% rise in disposable income.

The US labor market has weakened considerably this year. Despite a fairly
good showing in the shutdown-delayed September report, job creation has
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essentially stalled out. It may weaken further now that federal employees
who took deferred resignations officially left work as of the end of
September. The unemployment rate has risen from 4% in January to 4.4%,
and the number of job openings has receded.

Al is now Physical investment has been relatively anemic for the past several years,
dominating held back by high long-term interest rates and, in 2025, the drag from tariffs
investment and other policy related uncertainties. Residential investment has turned

negative over the past year, and non-residential investment has contributed
on average just a half percentage point to growth since the start of 2024.

This year, physical investment would have been negative if not for the
beginning of a surge in investments in Al-related information processing
equipment and software. This surge added 1.2% to GDP growth in the first
half of the year, a greater contribution than from the much larger consumer
spending category. (Weakness in other investment categories, in government
spending, and from an import surge in advance of tariff hikes, held overall
real GDP growth to 1.1% in the year’s first half). At the same time, the boom in
construction of tech-related manufacturing facilities, which had been driven
in part by Biden-era tax incentives, has now faded.

Projections are for Al-related spending by firms to grow substantially in
coming years. While there is risk that large data-platform providers may be
over-investing given uncertain demand, this is likely to sustain a key role for
Al-related spending over at least the next several years.

INVESTMENT 5o,
CONTRIBUTIONS TO
US REAL GDP GROWTH
(HALF-YEAR PERIODS, ——
ANNUALIZED) 1
Al-related investments -
have dominated capital
formation this year.

Total fixed investment
Information processing

2021 2022 2023 2024 2025

Tariffs are Inflation has picked up in recent months. All-inclusive headline consumer
gradually |ifting US price inflation in September showed consumer prices 3% higher than a year
consumer prices ago, compared with a 2.3% year-over-year gain as recently as April. The last
reading on the broader Personal Consumption Expenditure (PCE) measure
favored by the Federal Reserve is for August, with the shutdown delaying a
September data release. The August report showed PCE inflation running at
2.9%.

The pass-through of tariffs into prices is clearly now playing a role, causing
a marked increase in the inflation of non-energy goods prices to its highest
rate since mid-2023. According to one study of detailed import categories,
on average about 20% of applied tariffs have so far been passed through to
consumer prices, adding about seven-tenths of a percentage point to CPI
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https://www.pricinglab.org/tariff-tracker/
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inflation as of early September. Without the tariff impulse, headline inflation
would be running near the Fed’s long-run target of about 2.5% for the CPI,
equivalent to about 2% for the Fed-favored PCE measure.

Tariffs have raised prices much more significantly for some items,
particularly apparel, home furnishing, and food. Uncertainty about prospects
for tariffs has likely caused some businesses to try to hold the line on pricing
so far. As this becomes more difficult to sustain, further pass-through will
occur. Existing US tariffs will raise consumer prices by about 1.2% over the
next year or so, according to the Yale Budget Lab, equivalent to an average
per-household cost of $1,700.

An important legal challenge to the Administration’s country-level “reciprocal
tariffs” was heard by the US Supreme Court in early November. If the Justices
rule that these levies are an unconstitutional infringement of Congressional
taxing power, the effective tariff rate will drop sharply (perhaps by half) in
the short run, and there will be refunds of previously collected levies. The
Administration would still have ways to reinstate many tariffs, but the overall
bite would likely remain smaller than at present.

President Trump’s October trip to Asia was accompanied by the
announcement of a series of agreements with key regional economies. The
most important was the agreement with China that cut in half a 10% punitive
US tariff intended to curb fentanyl related products, and halted for now
new Chinese export controls on rare earth compounds. The tariff reduction
still leaves the average tariff on Chinese imports at 39%. The countries
agreed to delay for one year the US “reciprocal tariff” on Chinese goods and
China’s retaliatory tariffs. Chinese purchases of soybeans will resume. The
US reduced auto tariffs on Korea to 15%, the same rate as on Japanese cars.
President Trump’s first meeting with new Japanese Prime Minister Takaichi
saw the announcement of cooperative agreements on developing critical
minerals and rare earths and on technology cooperation. In meetings with
both Korean and Japanese leaders, more detail was provided about the large
promised foreign investments by these countries’ firms in the US, although
much remains unclear.

Record-long
government
shutdown
imposed
hardships

The federal government experienced its longest shutdown on record
October 1 through November 12. The shutdown resulted in the furlough of at
least 670,000 federal workers and the requirement that about 730,000 other
“excepted” workers deemed essential to government operations continue

to work without pay. Some operations of federal agencies were frozen,
national parks services were slashed, and benefits such as SNAP food support
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https://budgetlab.yale.edu/research/state-us-tariffs-november-17-2025

ESTIMATED EFFECT OF
THE GOVERNMENT
SHUTDOWN ON

US GDP (CBO)
Catch-up spending

will offset much, but
not all, of the adverse
economic effects.

payments for November were delayed. Federal law guarantees—and the
reopening bill confirms—that furloughed workers receive full back pay once
the government reopens. Any laid off workers will be rehired.

The federal government shutdown had an adverse effect on economic
growth during the closure period through reduced income and spending,

as well as the freeze on some important federal services, such as home loan
financing programs. Much, but not all, of the activity will have simply been
delayed, with households making up spending once they receive back pay. Of
course hardship for families that missed essential support cannot be undone,
nor can lost spending on some activities like dining out and perhaps some
canceled airline trips.

The nonpartisan Congressional Budget Office (CBO) has estimated that

a shutdown of this duration would reduce real GDP by $28 billion in the
current quarter, with $17 billion in “catch-up” spending in the first half of
next year. The White House has claimed, but without evidence, that there
were 60,000 private sector jobs lost during the shutdown. (We will discuss
the specific impacts on Hawaii, below.)

The government shutdown halted the release of most federal government
statistics, important economic data used by businesses, economists, local
governments, and the Federal Reserve in decision making. (A key exception
was the release of CPI data for September, needed to set the inflation
adjustment for 2026 Social Security benefits.) In some cases, data will
eventually be released with a lag, but in others it will be lost for good.

For example, the October jobs report will exclude an unemployment rate
estimate because of the missed household survey, and the October CPI
data will be incomplete, including only data for products where prices are
collected automatically without a survey. The BLS is updating its release

schedule regularly.

There are private sources of data, such as ADP reports on employment and
Indeed for job openings, that have been used to partly fill the gap during the
downturn and aftermath. Still, the lack of government statistics has made it
impossible to get an accurate overall picture of the economy.
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https://www.bls.gov/bls/2025-lapse-revised-release-dates.htm#employment_situation_note
https://www.bls.gov/bls/2025-lapse-revised-release-dates.htm#employment_situation_note

The Fed moves
ahead with
another rate cut,
but signals caution

The Federal Reserve made an additional quarter-point cut to the federal
funds interest rate when they met at the end of October. This brought

the key short-term rate down to the 3.75-4% range. Long-term rates

remain above 4%. The FOMC meets again this week. Just-released data on
September consumer spending and prices may make their decision a difficult
one. The report showed signs of weakness but also of inflation persistence,
posing a tough tradeoff between cutting rates to forestall economic
weakness even as inflationary pressures continue.

Overall, we expect the US economy to post 1.9% growth for this year as a
whole, a touch stronger than we had forecast in September. This reflects the
stronger-than-expected consumer spending rebound in the third quarter.
Weight from ongoing tariff pass-through and growing worker shortages due
to deportations will cause a deceleration to 1.5% growth in 2026.

Rest of the
world prospects
are broadly
unchanged

The Canadian economy took a big hit in the second quarter from the massive
US tariffs hikes. A 7.5% plunge in exports took 2.5 percentage points off
growth. While gains in other spending categories offset much of this, there
was still a net 0.4% drop in real GDP, or 1.6% on an annualized basis. Growth
rebounded to 2.6% in the third quarter, as exports stabilized and imports fell
sharply. Consumer spending momentum has faded, and there is considerable
downside risk to the outlook. An example is President Trump’s threat of
additional levies on Canadian goods in response to Ontario’s airing of ads
that used quotes by former President Ronald Reagan advocating against
tariffs.

Unlike Canada, Japan’s exports held up fairly well in the first half of the year,
and they were an important source of growth in the second quarter. But they
turned negative in the third quarter. Together with contracting residential
investment and inventory shedding, this drove the first quarterly decline

in Japanese GDP since the beginning of 2024. Consumer spending remains
weak, reflected in declining retail sales in recent months. On the positive
side, consumer confidence has been on the rise of late, and businesses are
also positive about future sales growth.

An emerging concern is a recent rout in the Japanese government bond
market, apparently a response to worries about fiscal sustainability under
new Prime Minister Sanae Takaichi. Significantly higher private borrowing
costs could be a significant barrier to an investment recovery.

Overall, Japanese growth performance for this year as a whole is likely to
be an improvement over 2024, with GDP rising by more than 1%. 2026 will
be much softer, and growth will be restrained thereafter by demographic
constraints on long-run performance.

China’s economic experience this year has been mixed. On the one hand,
while US tariffs have weighed on many Chinese companies, overall exports
have expanded as firms were able to replace the US market with exports
elsewhere, particularly to Asia and Europe. It is unclear the extent to which
higher Asian export volumes reflect China finding intermediaries for goods
that are still bound for the US or the development of new markets. China’s
firms will benefit from the recent agreements that reduce or delay some US
tariffs, but their temporary nature leaves a lot of uncertainty for the future.
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CHINESE EXPORTS TO
SELECT MARKET AREAS,
YEAR-OVER-YEAR
CHANGE

China completely
replaced US market
losses with exports to
Asia and Europe.
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On the downside, measures of Chinese domestic economic activity continue
to show signs of persistent weakness. Survey measures of activity—such

as purchasing managers indices—declined in the first half of the year, and
capacity utilization remains at its lowest level since 2022. Excess productive
capacity in a number of areas has plagued China for some time.

The Korean economy has strengthened this year, supported by spending
incentives and strengthening semiconductor exports. The end of fiscal
support, relatively weak global conditions, and the impact of US tariffs will
slow growth to the 1% range in 2026. The Australian economy is projected

to firm, with growth above 2% in 2026, supported by trend improvement in
consumer spending and the winding down of drag from US tariffs and related
uncertainties.

Overall, the outlook for the global economy has not changed much from
earlier in the year. While adverse effects of the US-led trade war have so far
been only moderate, more pain remains in the pipeline, and a weakening

US labor market portends a soft growth environment for many countries.
According to the IMF, global growth will come in at 3.2% this year and 3.1% in
2026.

Weakness outside
Maui weighs on
Hawaii tourism

This year has been a challenging one for the Hawaii visitor industry, with
weakening more evident as the year has progressed. The industry continued
to cool in the third quarter, but not uniformly. This has also been seen in
more recent indicators, which point to mixed performance across markets
and destinations. The Japanese market has gained some ground recently,
while the dominant US mainland market has continued to soften, especially
on Oahu.

In October, the statewide average daily visitor census edged up slightly, but
it remained almost 4% below its prior-year level. Year-to-date changes in the
visitor census ranged from a 2% decline on Oahu to a nearly 5% gain in Maui
County. The nosedive of the international segment slowed, as a 12% jump in
Japanese census more than offset a decline in other international markets.
Although still positive for the year so far, the US market has posted six
straight months of year-over-year declines since late spring, with weakness
concentrated on Oahu.

Visitor arrivals figures followed a similar pattern, with the statewide total
pulled down by a downswing in Honolulu. This headcount of arriving tourists
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CHANGE IN VISITOR
AVERAGE DAILY CENSUS,
YEAR TO OCTOBER

Maui is the only

county exhibiting
significant visitor gains.

6%
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Total Hawaii Honolulu Kauai Maui

fell by less than the average daily census, because daily census was also
reduced by a shortening of the typical length of stay. By the arrivals measure,
the visitor count has seen no growth year-to-date. If we end the year in

the black, it will be thanks to healthy Spring numbers and a return of Maui
visitors.

Maui gains may partly reflect an ongoing reversal of losses on Maui in
the aftermath of the devastating 2023 Maui wildfires. Combined with soft
conditions on other islands, the recovery has raised Maui County’s share
of statewide visitors from only 14% immediately after the fires to 25% in
October, only three percentage points below the pre-fire share. Maui’s
improving market share gives a more hopeful perspective amid overall
softness in visitor demand.

Hotel performance reflects the visitor census across counties, with only
modest statewide changes. Maui County hotels have been discounting room
rates to tempt back travelers. In October, rates were about 8% lower than

a year earlier, helping to support a nearly twenty percentage point rise in
the occupancy rate. In comparison, hotel occupancy rates changed little on
the other islands. As a result, inflation adjusted revenue per available room
(RevPAR) fell 5% in Honolulu County, with the other counties remaining
essentially flat in September (due to the federal government shutdown,
Honolulu CPI is not available for October). Despite soft room revenues, total
inflation adjusted visitor spending was up 6% year-over-year, supported by
an increase in the number of Japanese visitors and growth in the higher cost
Maui visitor share.

As we near the year’s end, the weakness apparent particularly in the US
market is an ongoing concern. A piece of welcome news is the federal
government reopening. FAA traffic restrictions during the government
shutdown likely imposed some drag on US visitor numbers during that
period. The government’s reopening has removed this travel impediment in
plenty of time to minimize any impact on peak holiday travel to Hawaii.

Hawaii's labor
market continues
to soften

Hawaii’s labor market has shown signs of cooling this year. Nonfarm payroll
employment has risen less than one percent since summer 2024, according
to UHERO's estimate of upcoming government benchmark data revisions.

Softening of the labor market is clearly evident in the data on the number of
jobs openings and voluntary separations (quits). The number of job openings
per unemployed worker has fallen to about 1.4. We have not seen sustained
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INDEED HIRING LAB
JOB POSTINGS INDEX
(FEB 2020 = 100) AND
JOLTS JOB OPENINGS

Job postings
in Hawaii have
continued to decline.
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numbers below this level since 2021, indicating fewer opportunities for job
seekers. Private sector job postings reported by the Indeed Hiring Lab have
declined sharply from their 2022 peak; they are down roughly 38 percentage
points from that time. Fewer postings point to a labor market characterized
by reduced turnover, slower hiring, and more cautious behavior by both
employers and workers.

The recent federal government shutdown added a layer of uncertainty to
this picture. Many of the roughly 34,000 federal employees—just over 5% of
the state’s nonfarm workforce—faced furloughs or were required to work
without pay for more than six weeks. Weekly unemployment insurance
claims filed by federal workers surged during the shutdown, although the
number filing remained relatively modest, presumably because benefits
received would need to be repaid once the furloughs ended.

With the shutdown now over, employees are set to receive full retroactive
pay, but delayed paychecks may still have short-term negative effects on
household spending, particularly on Oahu where most federal workers are
based. The shutdown also temporarily halted key federal data releases,
including some labor market surveys, creating delays or gaps in the data
typically used for our analysis. Federal agencies are resuming normal
operations, but it will take time to assess the full economic impact of the
shutdown and its ripple effects on Hawaii’s already soft labor market.

Minimum wage
hikes will
begin to bite

Hawaii's minimum wage is scheduled to rise to $16 an hour on January
1,2026, as part of a series of increases established in Act 114. These will
ultimately raise the minimum wage to $18 an hour by 2028. Many lower-
income households will benefit from the support that the higher minimum
wages provide.

Recent minimum increases seem to have had little negative effect on
employment. However, the coming hike could have a bigger effect because
many more workers will now be affected. We find that among the 577
occupations included in the BLS Occupational Employment and Wage
Statistics, nearly 2% have a median wage below the coming $16 minimum.
In total, there are approximately 49,000 workers who are likely to receive a
wage increase.

Research generally finds that minimum wage increases begin to have
“binding” effects when the mandated rate reaches about 55-60% of the
median wage—at which point the minimum starts to affect compensation
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for a broader share of workers. Below this range, most studies find little
impact on overall employment, although some firms may reduce hours. At
$16, Hawaii's minimum wage will be about 61% of the state median wage.
The softening overall economic conditions in Hawaii may also reinforce any
potential employment losses.

The federal
shutdown had
wide ranging
local impacts

The federal government shutdown affected Hawaii through lost income,
reduced spending, and program disruptions. While active-duty military
personnel and exempted employees continued to be paid, pay was delayed
until after the shutdown for about 25,000 furloughed or excepted civilian
federal employees, and thousands of federal contract workers may also have
gone unpaid. Several federally funded social programs were suspended,
either when the shutdown began or as funds ran out, and a reduced
number of air traffic controllers showing up to work nationwide caused the
cancellation of 10% of flights at 40 major airports, including Honolulu, likely
affecting travel plans for at least some Hawaii visitors.

To get by, many households drew down savings, relied on unemployment
benefits that will be repaid upon receiving back pay, or perhaps took on debt
to cover essentials. Some spending was undoubtedly deferred until after the
shutdown ended. With federal paychecks resuming, furloughed and unpaid
workers are now receiving back pay, and federal programs are catching up on
missed payments. Deferred consumption will provide a temporary boost, but
total spending will not fully recover all shutdown losses.

Reduced income for civilian federal workers and contractors has broader
effects through lower household spending. The Congressional Budget Office
estimated that a six-week shutdown reduces annualized real GDP growth in
Q4 by 1.5 percentage points, but a bounce-back in the subsequent quarter
means the overall net impact of the shutdown nationally is $11 billion by the
end of 2026. Based on Hawaii’s share of federal civilian employment, that
translates to a loss in the fourth quarter of about $330 million or nearly 0.3%
of annual Hawaii GDP, but the net effect is a smaller $130 million or just over
0.1% of Hawaii GDP by the end next year.

Federal benefit programs were also disrupted. Funding for SNAP food
benefits for 164,000 Hawaii residents, including 63,000 children, ended on
November 1. In response, the State launched a $100 million relief program
using Temporary Assistance for Needy Families (TANF) funds to provide up to
four months of housing and utility support for eligible households. Although
the relief program has different eligibility rules than SNAP, the suspension of
SNAP benefits would have qualified about a third of Hawaii SNAP recipients
for aid. While federal SNAP funding is now being restored, some households
reduced spending during the suspension. The Women, Infants, and Children
(WIC) program, serving 25,000 participants, also lost federal funding at the
start of October.

Air travel was briefly disrupted when 10% of flights nationwide were
canceled, including at Daniel K. Inouye International Airport in Honolulu.
The cancellations lasted only about a week (with delays still tapering over the
next few days), but the interruption may have delayed some trips to or from
Hawaii and affected future travel planning. With flight schedules returning
to normal, there should not be any adverse travel effects during the holiday
season.
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BEYOND THE HYPE: WHAT RESEARCH SHOWS ABOUT THE VALUE OF
COLLEGE IN THE Al ERA

Does a college education still provide significant labor market advantages in the Artificial Intelligence (Al) era? Many
observers argue that Al is beginning to replace the entry-level white-collar roles that once served as career launching
points for new college graduates. A 2024 McKinsey & Company survey found that the share of workers using Al in at
least one job function rose to 72%, up from 55% in 2023, reflecting its rapid integration into the workplace. This has
fueled a narrative that traditional avenues to high paying jobs such as college degrees may be less relevant in an
economy increasingly shaped by Al.

At the same time, public confidence in higher education has declined. A 2024 Gallup survey found that only 36% of
U.S. adults have a “great deal” or “quite a lot” of confidence in higher education, dramatically lower than the 57%
who said so in 2015. (There are of course considerable political differences.) Among those who lack confidence, 30%
say colleges do not teach the skills needed to succeed in the workplace. A Pew Research Center survey echoes these
concerns, showing that a growing share of Americans believe higher education is headed in the wrong direction. This
skepticism reflects, in part, uncertainty about which skills will be rewarded in an Al-driven economy, and whether an
advanced degree will provide them.

To understand how Al may affect the value of a college degree, it helps to start with how these technologies are
changing the nature of work itself. Research consistently finds that the jobs most exposed to Al are not low-wage or
low-skill occupations, but rather higher-paying, knowledge-based ones that typically require more education. A Pew
Research Center analysis found that workers in highly Al-exposed jobs earn an average of $33 an hour, compared with
$20 among those in the least exposed roles. Examples of highly exposed occupations include tax preparers, data entry
keyers, and computer hardware engineers, while “hands-on” jobs like barbers, firefighters, and nursing assistants face
the lowest exposure.

Using data from Eloundou et al., we find that in Hawaii, jobs in the lowest two deciles of Al exposure have a median
annual wage below $60,000, compared with more than $80,000 for jobs in the highest five deciles of exposure.
Approximately 39,000 employees in Hawaii work in occupations within the top decile of Al exposure—about 7%

of total employment This share is smaller than the national figure of 11%, because of Hawaii's particular industry
composition.

MEAN ANNUAL MEDIAN WAGE BY Al EXPOSURE DECILES (1 = LOWEST, 10 = HIGHEST)

Al exposure decile
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Occupations with greater exposure to Al tend to have higher annual median wages.
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The net employment impacts of Al remain uncertain. Employment declines when Al automates a large enough
share of tasks in a job that firms don't need as many workers. But Al can also complement human labor, improving
productivity and creating new types of work. Employment increases when Al raises productivity enough to expand
output and create new or better jobs, boosting demand for Al-complementary workers. According to the Pew
Research Center, among workers in industries most exposed to Al, more believe the technology will help rather than
hurt their jobs. So far, research supports this optimism: although Al is being adopted rapidly, its overall influence on
employment levels appears limited so far.

A growing number of studies suggests that Al is reshaping tasks rather than eliminating jobs. Eloundou et al.

estimate that about 15% of tasks in the US could be completed substantially faster, and with the same quality, using
large language models. And while many occupations—especially higher-wage ones—face exposure to Al-enabled
automation, Hampole et al. find the overall employment effects remain limited. Productivity gains at Al-adopting firms
appear to offset reductions in routine-task employment. Similarly, a Yale Budget Lab analysis finds that the share of
workers in high- and medium-Al-exposure jobs has remained relatively stable since the public release of ChatGPT.
Taken together, these findings suggest that Al is altering the nature of work rather than replacing it.

If Al is not eliminating jobs outright, then the question becomes, what kinds of skills and credentials are valued in

the evolving job market? Evidence points to a clear pattern—education still remains one of the strongest predictors
of labor market success. In fact, in the emerging Al driven labor market, the demand for college educated workers is
expected to grow. The Georgetown University Center on Education and the Workforce projects that 72% of all US jobs

will require education beyond high school by 2031, up from 67% in 2021. In Hawaii, the share is expected to be similar
at 70% in 2031.

Al is transforming the nature of work, but not the relevance of higher education. College degrees still open doors to
higher-paying, more adaptable careers, and that pattern holds in Hawaii as it does nationally. As technology continues
to evolve, investing in higher education remains a reliable way to ensure workers can evolve with it. The challenge
ahead is not whether education matters, but how institutions, employers, and policymakers can align programs to
prepare workers for the labor market in the Al era.

Tariffs and  The level and coverage of Trump Administration tariffs continue to shift.
deportatioﬂs Recently, duties were withdrawn from several grocery items in an attempt to
mean uncertain  provide some relief at the checkout counter. One area of announced relief is
COSTS  tariffs imposed on coffee imports. Although coffee tariffs raised the cost of
imported beans, making coffee grown in Hawaii relatively more attractive to
consumers, they also increased costs for producers who rely on blends that
include coffee from Hawaii.

The White House acknowledgment that reducing tariffs on grocery products
would reduce consumer prices is consistent with economists’ findings

that tariffs are pushing prices higher. Beyond tariff effects, reports of farm
workers failing to report for work due to fear of deportation, along with
shutdown-related delays in the H2-A seasonal work program, also put
upward pressure on food prices both nationally and in Hawaii.

The condo Aninability to secure insurance has become a barrier to financing for many
insurance crisis Hawaii condominiums. Units must meet regulatory standards—such as
continues  complete insurance coverage, adequate reserves, and no known or alleged
structural issues—to qualify for the secondary mortgage market. Condo
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buildings that cannot meet those standards are placed on a “blacklist,’
making their units ineligible for conventional conforming mortgages.

As of June 4, 2025, there were 202 condo buildings and more than 36,000
units in Hawaii on the blacklist, or about 12% of condo buildings and 22% of
condo units statewide. Honolulu County accounts for about 80% of affected
units.

TABLE: CONDOMINIUM PROPERTIES IN HAWAII FLAGGED BY FANNIE MAE & FREDDIE
MAC AS OF JUNE 4, 2025.

Flagged For Properties Units
Insurance deficiencies 95 14,525
Multiple issues 39 11,732
Project type / non-residential 38 5,689
features
Phy;lcal condlthn / 21 2,961
environmental risk
Litigation 6 1,255
Fi ial / /

inancial / governance 3 434

other
Data Source: Allcock Marcus

For condo associations that can find insurance, rising master policy
premiums flow directly into higher association fees, which can limit potential
appreciation. For those who cannot obtain insurance, buyers are limited to
higher-interest portfolio loans or cash purchases. For this reason, blacklisted
units generally remain on the market for longer and receive lower sales
prices. Our results suggest a growing segmentation: mortgage-eligible
buildings (with strong insurance and reserves) that continue appreciating in
value, alongside a parallel “cash-or-hard-money” segment of blacklisted or
borderline properties that may stagnate. Because blacklisted buildings are
heavily concentrated in waterfront Honolulu and in a few tourism-oriented
towns like Lahaina and Kihei, these stresses will hit some communities
harder than others, with localized downward pressures on values.

In this context, Act 296 (SB1044), which reactivates the Hawaii Hurricane
Relief Fund to help stabilize the property insurance market, is best
understood as a five-year stopgap rather than a cure. By giving the Hawaii
Property Insurance Association and the Hawaii Hurricane Relief Fund
authority to insure high-rise condos that cannot secure private coverage,
and by creating a new, subsidized Condominium Loan Program for critical
repairs, the law aims to keep buildings “financeable” long enough for
associations to address deficiencies that drive both claims and blacklisting.
These measures reduce the risk of a systemic collapse in condo insurability
and mortgage eligibility, but they do not entirely solve the problems, because
of time limits, coverage value caps, the existence of additional structural

or legal barriers to insurability, and unfavorable global catastrophe and
reinsurance cost trends. At best, the easing of today’s insurance crisis will
occur only gradually.
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Federal rule  New changes to a key federal housing support program will force a
changes will  restructuring of the current human services landscape, even as Hawaif’s

undo progress on  policymakers wrestle with one of the highest per-capita homelessness rate
homelessness |, he country.

The latest Continuum of Care (CoC) program rules effectively reorient the
main homelessness funding stream away from permanent housing and
toward time-limited transitional housing and tie services to treatment or
work. National estimates suggest that 170,000-200,000 current residents
of permanent supportive housing could be pushed back into homelessness
if the rules are implemented as written. In Hawaii, this would erase nearly
ten years of progress in reducing the Point-in-Time counts of homeless
individuals. Households that would previously have left shelter or the street
for permanent housing will be more likely to cycle through emergency
shelter and transitional beds instead.

If permanent supportive housing capacity is reduced and churn through
shelters increases, visible street homelessness is likely to rise over 2026~
2027, with knock-on effects for tourism districts, central business areas,
and public safety expenditures. State, county, and nonprofit budgets may
come under pressure not only to replace lost federal housing funds, but also
to cover rising healthcare and supportive service costs as homelessness
becomes more frequent and prolonged. The reforms will also weaken the
environment for developing and operating supportive housing.
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THE HAWAII OUTLOOK

The economic outlook for Hawaii remains challenging. Tourism is taking a
hit from the adverse effects on potential visitors of the trade war and general
global slowing, even if the impact on the dominant US market has been
limited so far. Federal layoffs are reducing employment, and the shutdown
will have imposed additional costs. Hawaii inflation remains low, but it will
rise as tariffs are passed through over the next year. We continue to expect

a mild recession in the Islands and a weak recovery. An ongoing high level

of construction activity—with plenty more in the pipeline—will provide key
support for the economy in a difficult period.

It is by no means assured that the local economic fallout will be mild. US and
global economic risks remain high. Weaker US labor markets over the past
several months have raised the risk of a US recession. And vulnerability is

a global problem, given the large US tariff hit to some countries against an
already-dicey growth environment. Regardless of the local recession’s depth,
there are and will be painful costs for many Hawaii households.

US tourism  As expected, Trump Administration policies, including the large targeted and
market will see across-the-board tariffs, more uncertain international visitor regulations and
smaller losses enforcement, and the accompanying tension between the US and allies, has
contributed to a sharp decline in the number of visitors from some overseas

markets. This is particularly true for the Canadian market, where visitor
numbers this year have been running nearly 10% lower than in 2024.

The dominant US market has also taken a hit, although currently somewhat
more limited than we had previously feared. US arrivals are up by 1% in the
year through October and will likely finish the year a tad higher than in 2024.
(That was itself a weak year because of the aftermath of the devastating 2023
Maui wildfires.) The US average daily census has fallen about 2% through
October. In part this year’s mainland market performance reflects a US
economy that has held up longer than expected. But the weakening labor
market, poor consumer sentiment, and stagnant income growth will cause a
drop in US visitors in 2026. On the flip side, the ongoing Maui recovery will
produce a gradual return of visitors and spending.

AVERAGE DAILY CENSUS,  >ooKk
MAUI AND THE Vistor Census excl. Maui (left)

REST OF THE STATE —~ T

Tourism outside 15
Maui has lost some
ground this year.
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The size of US market losses will be ameliorated by spending support from
federal fiscal stimulus coming in 2026. The biggest piece of this is the
extension of the 2017 Trump tax cuts, but there are also tax reductions for
special groups (tip and overtime exemptions) as well as business investment
incentives. These will cushion the blows to the US economy and household
incomes from other Trump Administration actions. But Medicaid and

SNAP cuts will take a toll on lower-income families, as will the much lower
Affordable Care Act health insurance subsidies. Stock market gains, if they
continue, may raise travel propensities for higher-income families.

Continuing soft economic conditions abroad and the dampening effect of
US trade policy—and its interminable uncertainty—will mean another year
of weakness for many international markets. The number of international
visitors from markets other than Japan will decline by about 5% next year, on
the back of this year’s 6% loss. Japan’s ongoing visitor market recovery will
essentially pause in 2026, before growth resumes. The softening of a number
of currencies against the US dollar since mid-year will remove an important
support for international arrivals and spending.

So the near-term picture for Hawaii tourism remains poor. Total visitor
arrivals will fall by more than 1% next year, on the heels of this year’s roughly
half-percent decline. Average daily census will fall by more than two-and-a-
half percent because of a continuing decline in the average length of stay by
visitors to the Islands. This is a slightly smaller visitor loss than we projected
in our third quarter forecast, but it still stands in contrast to the modest

net visitor growth that we had initially projected at the start of the year.
Spending by visitors, which has held up this year, will decline in 2026, with
recovery delayed until 2028.

As we noted above, the four counties have been differentially affected by the
tariffs and economic developments abroad, depending in part on their mix
of visitors from domestic and international markets. The return of visitors
to Maui has also affected other Hawaii destinations that have served as
substitutes in the wildfire aftermath. Reflecting in part recent weakness,
Honolulu and Hawaii counties will post the largest annual visitor losses next
year, with average daily census off more than 3% from already soft 2025
levels. Kauai, which has held up better, will host about 2% fewer visitors in
2026. After a healthy increment to recovery this year, Maui will also see net
losses in visitor activity in 2026. Recovery of visitor numbers will begin in all
counties by 2027.

STATEWIDE AVERAGE 550k
DAILY VISITOR CENSUS
Visitor numbers will drop
further in 2026 before
gradual recovery begins.
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Tariffs costs will  The Trump Administration continued to impose large—in some cases
increasingly be felt  massive—new tariffs over the summer, while reaching bilateral agreements
that reduced tariffs on some countries and products, although without
the certainty of typical formal trade agreements. As a whole, the effective
tariff rate has gone up somewhat less than we had feared back in early
Spring. Together with the recent softness in local inflation, we now expect a
somewhat smaller rise in Honolulu prices over the coming year.

Many US companies have absorbed some of the costs of tariffs so far, or
have been able to source needed inputs or final goods from countries that
are subject to lower tariffs. Others have found US-produced alternatives,
although often there are no close American made substitutes or they

are prohibitively expensive. As firms are forced to pass through a larger
proportion of these direct and indirect tariff costs, consumers in Hawaii and
the US overall will bear higher costs than they have seen so far.

It is important to note that goods represent a limited part of overall
consumption, which will limit the extent of consumer price rise. A much
larger share of consumption is intangible services, everything from dining
out to medical care to car insurance, although many of these involve some
inputs that are subject to tariffs.

Honolulu inflation will build over the next year, accelerating from its current
level just over 2% to peak at 3.5% in the fourth quarter of 2026. Inflation will
ease beginning in 2027, drop to 2.6% by the beginning of the following year
and approach its anticipated long-run level of roughly 2.3% by the end of the
forecast period. (Note that inflation data for Hawaii is available only for the
Honolulu metropolitan area.)

The peak inflation in our current forecast is about a half-percent lower
than in our previous report, reflecting Honolulu’s current low-inflation
starting point. Still, by the end of 2027, local consumer prices will be about
1.5 percentage points higher than what they would otherwise have been.
This will represent a permanent annual cost of perhaps $1,400 for a median-
income Hawaii household.

Production of some tariff-ridden products will eventually be repatriated to
the US, but this takes time and costly up-front investment, which is difficult
4
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to do in an uncertain environment, and these goods will almost certainly be
more expensive than foreign-sourced products. So the bump in the level of
consumer prices will not be reversed, even when the rate of increase tapers
off.

There is significant risk to this forecast, because eventual tariff pass-through
may end up more extensive than currently anticipated. And it is unclear

at this point to what extent deportations will add further upward price
pressure. They are undoubtedly already contributing to the rise we have seen
in some food prices. President Trump’s recent announcements that he will
provide tariff relief for some food imports further complicates the picture.

Hawaii will see We noted above the softening of Hawaii labor market conditions that is
widespread already underway. After about half-percent growth this year, total nonfarm
moderate payroll jobs will fall by three-tenths of a percent in 2026. In our underlying
job losses quarterly model, we have five consecutive quarters of modest payroll decline
that began in the second quarter of this year, representing a relatively
long—if shallow—period of labor market recession. Overall employment
losses will be more limited than we had anticipated back in the spring. The
unemployment rate will rise modestly, peaking at about 3% in 2026-2027.

In 2026, the biggest job losses in percentage terms will occur in the federal
government sector. Federal layoffs since the beginning of this year will drag
the sector’s employment down a cumulative 1,900 workers (5.4%) by the
middle of next year, with modest additional losses through the beginning

of 2027. State government jobs will decline by a similar amount, although

this reflects a much smaller (1%) percentage decline over this period. The
accommodation and food service sector will shed about 500 jobs in 2026, but
the sector’s employment will remain above its level at the start of this year.
Among major sectors, only construction will meaningfully expand next year,
something we will return to below.

A return to job growth will begin by the second half of next year. But the

pace of growth will be slow by historical standards, reflecting at first the
tepid recovery of sectors most impacted by the downturn, and then by much
slower trend labor force growth than we have experienced in the past. As we
have noted in previous reports, this demographic drag represents a challenge
for future Hawaii economic performance.

HAWAII NONFARM  cgok
PAYROLL JOBS
A mild economic
downturn will weigh on
the labor market.
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There’'s no end in  The Hawaii construction industry has been in a period of cyclical strength,
sight for HaWaii'S driven by ongoing private residential and nonresidential building, but more
construction notably by an exceptionally high volume of public-sector activity. Maui
boom rebuilding has lagged recently, but will also add to the mix.

We had been anticipating that the completion of very large military-related
federal projects would lead to a drawing down of Hawaii construction activity
in the near future. Instead, this year has brought news of a new $8 billion
Multiple Award Construction Contract (MACC) for NAVFAC Hawaii that will
primarily fund additional upgrades and improvements at Joint Base Pearl
Harbor Hickam. And work may begin on the rebuilding of Aloha Stadium. As

a result, we now expect construction sector employment to remain in the
40,000-41,000 range through the end of the decade.

The construction industry is not without its challenges. High tariffs are
adding to building costs, with an additional burden coming from the new
levies on Canadian lumber. Long-term interest rates are likely to remain
relatively high even after the Federal Reserve completes its ongoing short-
term rate cuts. Higher rates reflect in part federal budget plans that will
significantly increase federal debt, as well as persistent expectations of
upward inflationary pressures. We expect that the rate on a thirty-year fixed
rate mortgage rate will settle near 6% by early next year, not much lower
than the current 6.25% rate.

These relatively-high mortgage interest rates will weigh on resale activity
in the near term, but Hawaii's housing shortage will nevertheless support
residential construction in coming years. The combination of relatively high
mortgage rates and weak income growth will weigh on home affordability
and constrain home price growth.

Total commitments to build—a broad measure of industry activity—will peak
above $9.8 billion this year, remaining above $9 billion through 2030.
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A bit milder  Hawaii’s prospective economic conditions have improved somewhat over the
recession isin  past six months. Net job losses over the coming year are now expected to
the cards  pe somewhat smaller than what we had previously forecast, in part because
the visitor industry has held up a bit better than expected. Large federal
contracts and healthy home building prospects will sustain high levels of
construction activity throughout the remainder of the decade.

Fiscal changes will also support the economy next year. Two significant
state policy changes go into effect on January 1: further income tax cuts and
another S$2 per hour increase in the minimum wage.

The 2024 income tax law set a timeline for staged implementation through
2031. The standard deduction for Hawaii residents was doubled in 2024,

and in 2025 the lowest tax bracket was eliminated. On January 1, 2026, the
standard deduction will increase again, from $4,400 to $8,000 for single filers
and double that for couples filing jointly. This will raise after-tax income by
about $500-600 for a typical couple, but will not be felt fully until the 2027
filing season.

As we noted above, earlier increases in the state minimum wage affected
relatively few Hawaii workers, because the vast majority of local residents
already earned pay above that level. Next year’s hike will affect many more
workers. This will serve as an additional income support for lower-tier
earners, but the higher costs will pose a challenge for some businesses and
could lead to a modest reduction in employment and modest increases in
consumer prices. The largest impact may fall on new entrants or minimum
wage workers looking to replace lost employment during a period of very
slow hiring and rising costs.

Partly as a result of the tax cuts to date, State General Fund revenues are
running well below last year. Through October, deposits are down more than
12%, driven by a steep drop in individual income tax collections and in “all
other” revenues. (The latter largely reflects the unwinding of large one-time
estate tax levies last year.) General excise tax receipts are still growing, and
transient accommodations tax collections are modestly higher, but not nearly
enough to offset weakness in income-related categories. Overall, the early
FY2026 numbers point to a tight budget environment that may constrain
government outlays going forward.

HONOLULU INFLATION

AND REAL GDP GROWTH 6%
Inflation will begin to
ease and growth resume
by late next year. Hawaii Real GDP Growth
4 Honolulu Inflation
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In addition to the supportive effects of state policies on family incomes,
changes to federal taxes and benefits will also have an impact here. These
include income tax extensions and business incentives, but also cuts in social
safety net benefits.

Overall, we continue to expect a mild recession in the Islands and a period

of extended weakness. In addition to the period of employment contraction,
labor and proprietor income will decline by nearly 1% in 2026, bringing the
growth in real personal income from all sources to a standstill. Real GDP, our
broadest measure of economic activity, will also be flat next year before a
mild recovery begins in 2027.

Forecast risks While the unfolding Hawaii downturn is so far a bit milder than we had
are large and feared, there will nevertheless be painful job and income losses for some
hard to read households. And our concerns about downside risks remain. These center
on a possible acceleration of US labor market deterioration, larger effects of
tariffs and related uncertainty, and adverse effects of the US trade war on an
already-soft global economy.

The national economy is skating perilously close to a recession. Despite a
decent September showing, job creation has essentially come to a halt, and
the unemployment rate has edged upward. Tariffs are passing through to
consumer prices, which could challenge the firming of consumer spending
that occurred in the third quarter. A soft global economy and whipsawing
tariffs mean that domestic producers cannot rely on foreign markets to
offset weaker domestic demand.

Some support for the economy will be arriving in the new year, but also
considerable uncertainty. Tax cuts will help, but remember that most of the
federal measures are simply a continuation of reductions in place since 2017,
and cuts to important social safety net programs will weigh on lower-income
households. Business fixed investment may rise in response to new tax
incentives, but even here these will be offset at least in part by the premature
ending of climate-related energy development and iffy sales prospects. On
net, these fiscal measures could push us past US recession risks, firming
household finances that underpin travel demand from what is by far Hawaii’s
biggest visitor market.

Key uncertainties include prospects for trade policy, the impact of
deportations, and federal reserve policy. For trade policy, it remains unclear
where things will stand a year from now. If the US Supreme Court were to
uphold the Appeals Court ruling that many current tariffs are in fact illegal—
as many justices hinted in recent oral arguments—that could provide an
off-ramp from the high-tariff regime. But considerable uncertainty would
remain, because the President would certainly seek to impose tariffs through
other authority.

The potential economic impact of immigrant deportations is particularly
unclear. For one thing, the extent of actual forced and voluntary deportations
has been hard to read, although recent Administration data suggest it has
been substantial. What is not known is which industries have seen the
biggest loss of workers, and how the drop in labor force will ultimately

affect business costs, operations, and prices. For example, how badly will
deportations affect a construction industry that has been heavily reliant on
foreign-born workers?
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Whether the US and local economies might avoid recession altogether will
depend importantly on whether the US Federal Reserve is able to adjust
monetary policy appropriately. The Fed is always hard pressed to get interest
rates right, given the long and variable lags between action and impact.

This time around is harder because of the uncertainties we discussed above
centering on unprecedented trade and immigration actions. The temporary
data blackout and partial data losses make an accurate read on the economy
even harder. Add to that the political struggle that is just beginning to
develop on the FOMC, and the policy outlook becomes even murkier. The
cost of credit matters more in Hawaii than some places because of our high
home prices.

Other uncertainties exist, in particular the future path of equity prices and
long-term bond yields. What the stock market giveth it can quickly taketh
away. And attitudes toward future public and private financing needs can
change long-term interest rates substantially. All of these uncertainties
weigh on business decision-making and therefore investment.

There is a huge upside potential for the economy from the development

and integration of Al tools. But as we noted above, for now this has created
an investment pattern almost solely dependent on these prospects, while
investment in almost everything else remains weak. Equity gains are also
concentrated in Al-related stocks. That means that there is downside risk, as
well, should these technologies fail to deliver—or deliver as rapidly—as the
industry expects.

As you can see, this continues to be an environment where uncertainties
dominate our thinking. Still, we look at this year’s less dire economic
developments with some relief, and with the hope that in 2026 we will see
clear evidence of improving conditions.
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TABLE 1: MAJOR ECONOMIC INDICATORS

STATE OF HAWAII FORECAST

2024 2025 2026 2027 2028
MAJOR INDICATORS

Nonfarm Payrolls (Thou) 639.4 642.8 641.1 642.7 645.6
% Change 1.1 0.5 -0.3 0.2 0.5
Unemployment Rate (%) 3.0 2.8 3.0 3.0 3.0
Population (Thou) 1,446.2 1,445.9 1,444.3 1,443.4 1,443.4
% Change 0.3 0.0 -0.1 -0.1 0.0
Nominal Personal Income (Mil $) 102,699.8 107,539.8 110,681.8 115,159.9 119,865.2
% Change 5.9 4.7 2.9 4.0 4.1
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 29 2.4
Real GDP (Mil 2024%) 117,627.4 120,033.3 120,045.0 121,611.4 123,550.1
% Change 0.9 2.0 0.0 1.3 1.6
Real Personal Income (Mil 2024$%) 102,699.8 104,784.5 104,749.5 105,857.9 107,293.8
% Change 1.5 2.0 0.0 1.1 1.4
Real Per Capita Income (Thou 2024$%) 71.0 72.4 72.5 73.3 74.3
% Change 1.2 2.0 0.1 1.1 1.4

TOURISM SECTOR DETAIL
Total Visitor Arrivals by Air (Thou) 9,706.3 9,648.9 9,523.5 9,723.4 10,056.6
% Change 0.5 -0.6 -1.3 2.1 34
U.S. Visitors 7,377.5 7,396.6 7,343.5 7,425.7 7,572.1
% Change -0.7 0.3 -0.7 1.1 2.0
Japanese Visitors 710.6 732.8 735.5 790.7 889.1
% Change 20.5 3.1 0.4 7.5 12.4
Other Visitors 1,618.2 1,521.9 1,444.5 1,507.0 1,595.3
% Change -1.4 -6.0 -5.1 43 5.9
Average Daily Census (Thou) 230.3 228.1 222.0 228.4 236.9
% Change -1.9 -1.0 -2.7 2.9 3.8
Average Daily Room Rate ($) 364.2 363.3 358.7 365.4 377.8
% Change -3.5 -0.2 -1.3 1.9 34
Occupancy Rate (%) 66.2 65.0 63.4 65.3 67.7
Real Visitor Expenditures (Mil 2024%) 20,480.5 20,817.7 20,326.1 20,708.5 21,037.8
% Change -5.1 1.6 -2.4 1.9 1.6

Note: Source is UHERO. Nonfarm Payrolls for 2024 are UHERO estimates of the March 2026 benchmark revision. Occupancy rate

includes UHERO's estimate of TVR occupancy. Figures for 2025-2028 are forecasts.



TABLE 2: JOBS BY INDUSTRY
STATE OF HAWAII FORECAST

2024 2025 2026 2027 2028

Nonfarm Payrolls (Thou) 639.4 642.8 641.1 642.7 645.6
% Change 1.1 0.5 -0.3 0.2 0.5
Construction and Mining 39.4 40.6 411 411 40.7
% Change 3.3 3.1 1.2 -0.1 -0.9
Manufacturing 12.9 13.1 13.1 13.2 13.2
% Change 1.4 1.3 0.1 0.5 0.6
Trade 82.0 82.5 82.8 83.2 83.6
% Change -0.9 0.6 0.4 0.4 0.5
Transportation and Utilities 34.5 35.0 34.9 35.1 353
% Change 0.2 1.5 -0.3 0.7 0.3
Finance, Insurance and Real Estate 27.3 26.9 26.9 27.0 271
% Change -1.7 -1.5 0.1 0.4 0.3
Services 317.0 318.2 317.7 318.9 321.1
% Change 1.1 0.4 -0.2 0.4 0.7
Health Care and Soc. Assistance 75.7 76.5 76.5 76.8 77.2
% Change 2.0 1.0 0.0 0.4 0.5
Accommodation and Food 106.3 108.0 107.5 108.0 109.2
% Change 1.0 1.5 -04 0.4 1.1
Other 135.0 133.8 133.7 134.1 134.7
% Change 0.8 -0.9 -0.1 0.3 0.5
Government 126.3 126.5 124.5 124.2 124.5
% Change 2.6 0.1 -1.5 -0.3 0.3
Federal Government 35.6 34.6 335 334 33.6
% Change 1.6 -2.9 -3.1 -0.6 0.8
State and Local Government 90.6 91.9 91.0 90.9 91.0
% Change 3.0 13 -0.9 -0.1 0.1

Note: Source is UHERO. Industry job counts for 2024 are UHERO estimates of the March 2026 benchmark revision. Figures for

2025-2028 are forecasts.



TABLE 3: PERSONAL INCOME BY INDUSTRY
STATE OF HAWAII FORECAST

2024 2025 2026 2027 2028

Real Personal Income (Mil 2024$%) 102,699.8 104,784.5 104,749.5 105,857.9 107,293.8
% Change 1.5 2.0 0.0 1.1 1.4
Labor & Proprietors' Income 70,483.6 72,059.7 71,517.0 71,973.8 72,6453
% Change 1.1 2.2 -0.8 0.6 0.9
Construction and Mining 5,454.4 5,568.2 5,660.5 5,689.4 5,671.6

% Change 4.5 2.1 1.7 0.5 -0.3
Manufacturing 1,117.4 1,154.3 1,153.9 1,152.8 1,157.8

% Change -0.2 3.3 0.0 -0.1 0.4
Trade 5,624.1 5,640.4 5,664.2 5,683.9 5,719.0

% Change -1.9 0.3 0.4 0.3 0.6
Transportation and Utilities 4,255.8 4,366.2 4,342.0 4,377.1 4,412.6

% Change 0.6 2.6 -0.6 0.8 0.8
Finance, Insurance & Real Estate 5,247.8 5,386.8 5,239.4 5,252.6 5,288.7

% Change -2.5 2.6 -2.7 0.2 0.7
Services 28,794.5 28,996.4 28,959.7 29,267.6 29,670.7

% Change 0.7 0.7 -0.1 1.1 1.4
Health Care & Soc. Assist. (% ch.) 1.1 1.4 0.2 1.1 1.3
Accommodation & Food (% ch.) -0.2 -1.0 0.3 1.4 2.4
Other (% ch.) 0.8 1.1 -0.5 0.9 0.9
Government 19,555.0 20,462.1 20,057.2 20,108.8 20,280.8

% Change 2.9 4.6 -2.0 0.3 0.9
Federal, civilian (% ch.) 1.0 -2.7 -3.0 -0.4 0.8
State & Local (% ch.) 3.3 10.6 -4.2 -0.1 0.5

Less Social Security Taxes (-) 8,381.4 8,679.8 8,680.8 8,736.2 8,817.7
% Change -1.2 3.6 0.0 0.6 0.9
Transfer Payments 18,073.4 18,800.3 19,294.4 19,681.6 20,075.8
% Change -0.3 4.0 2.6 2.0 2.0
Dividends, Interest and Rent 22,528.2 22,608.3 22,622.7 22,942.7 23,394.5
% Change 3.2 0.4 0.1 1.4 2.0
Population (Thou) 1,446.2 1,445.9 1,444.3 1,443.4 1,443.4
% Change 0.3 0.0 -0.1 -0.1 0.0
Real Per Capita Income (Thou 2024%) 71.0 72.4 72.5 73.3 74.3
% Change 1.2 2.0 0.1 1.1 1.4
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 2.9 2.4
Nominal Personal Income (Mil $) 102,699.8 107,539.8 110,681.8 115,159.9 119,865.2
% Change 5.9 4.7 2.9 4.0 4.1

Note: Source is UHERO. Figures for 2025-2028 are forecasts.



TABLE 4: CONSTRUCTION INDICATORS
STATE OF HAWAII FORECAST

2024 2025 2026 2027 2028
BUILDING PERMITS
Total Commitments to Build (Mil 2024%$) 9,170.5 9,809.3 9,243.2 9,485.5 9,402.6
% Change 144 7.0 -5.8 2.6 -0.9
Private Building Permits 4,971.5 5,081.2 4,554.9 4,859.5 4,705.2
% Change 30.9 2.2 -10.4 6.7 -3.2
Residential Building Permits 2,240.0 2,555.2 2,070.6 2,528.9 2,444.3
% Change 41.7 14.1 -19.0 22.1 -3.4
Non-Residential Building Permits 2,731.6 2,525.9 2,484.4 2,330.6 2,260.9
% Change 23.2 -7.5 -1.6 -6.2 -3.0
Government Contracts Awarded 4,198.9 4,728.1 4,688.3 4,625.9 4,697.4
% Change -0.5 12.6 -0.8 -1.3 1.5
CONSTRUCTION ACTIVITY
Real Contracting Tax Base (Mil 2024%) 13,917.5 14,645.3 14,032.5 14,317.8 14,116.9
% Change 13.8 5.2 -4.2 2.0 -1.4
Nominal Contracting Tax Base (Mil $) 13,917.5 14,964.0 14,990.7 15,930.1 16,250.5
% Change 17.9 7.5 0.2 6.3 2.0
Construction and Mining Jobs (Thou) 394 40.6 411 411 40.7
% Change 33 3.1 1.2 -0.1 -0.9
Real Construction Income (Mil 2024%) 5,454.4 5,568.2 5,660.5 5,689.4 5,671.6
% Change 4.5 2.1 1.7 0.5 -0.3
PRICES AND COSTS (HONOLULU)
Median Home Price (Thou $) 1,100.0 1,145.4 1,149.4 1,177.7 1,215.4
% Change 4.2 4.1 0.3 2.5 3.2
Median Condo Price (Thou $) 513.7 505.1 506.4 515.3 528.2
% Change 1.1 -1.7 0.2 1.8 25
Honolulu Housing Affordability Index 54.8 57.2 62.6 64.2 63.9
% Change 2.2 4.4 9.4 25 -0.4
Construction Cost Index (2024=100) 100.0 102.2 106.8 111.3 115.1
% Change 3.6 2.2 4.5 42 3.5
30-Year Mortgage Rate (%) 6.7 6.6 6.0 5.8 5.9

Note: Source is UHERO. Figures for 2025-2028 are forecasts. Commitments to Build are the sum of private permits and public
contracts awarded. Permits and tax base are deflated by Honolulu Construction Cost Index. Figures for Total Commitments to Build
and Real Government Contracts Awarded for 2024 and 2025 are UHERO estimates. Construction job counts for 2024 and 2025 are
UHERO estimates of the March 2026 benchmark revision. Income is deflated by Honolulu CPI. Housing affordability index is the
ratio of median family income to qualifying income for a loan for the median-priced home (times 100).



TABLE 5: MAJOR ECONOMIC INDICATORS

HONOLULU COUNTY FORECAST

2024 2025 2026 2027 2028
MAJOR INDICATORS

Nonfarm Payrolls (Thou) 461.1 463.2 461.4 462.7 465.0
% Change 1.4 0.5 -0.4 0.3 0.5
Unemployment Rate (%) 2.7 2.7 2.9 29 2.8
Population (Thou) 998.0 997.3 995.5 994.2 993.6
% Change 0.4 -0.1 -0.2 -0.1 -0.1
Nominal Personal Income (Mil $) 75,117.8 78,621.4 80,836.1 84,000.6 87,345.1
% Change 6.4 4.7 2.8 3.9 4.0
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 29 2.4
Real Personal Income (Mil 2024$%) 75,117.8 76,607.0 76,516.0 77,251.3 78,237.9
% Change 1.9 2.0 -0.1 1.0 1.3
Real Per Capita Income (Thou 2024%) 75.3 76.8 76.9 77.7 78.8
% Change 1.5 2.0 0.1 1.1 1.3

TOURISM SECTOR DETAIL
Total Visitor Arrivals by Air (Thou) 5,829.3 5,708.0 5,550.9 5,683.3 5,882.9
% Change 3.9 -2.1 -2.8 24 3.5
U.S. Visitors 4,003.3 3,918.2 3,814.3 3,841.7 3,885.7
% Change 2.1 -2.1 -2.6 0.7 1.1
Japanese Visitors 685.3 716.4 722.9 779.3 876.8
% Change 19.4 4.5 0.9 7.8 12.5
Other Visitors 1,140.7 1,074.0 1,013.7 1,062.3 1,120.4
% Change 2.1 -5.8 -5.6 4.8 5.5
Average Daily Census (Thou) 112.5 109.1 105.6 108.1 111.5
% Change 1.3 -3.0 -3.2 24 3.1
Occupancy Rate (%) 75.2 72.4 69.9 71.8 74.2

Note: Source is UHERO. Nonfarm Payrolls for 2024 are UHERO estimates of the March 2026 benchmark revision. Income figures for
2024 are UHERO estimates. Occupancy rate includes UHERO's estimate of TVR occupancy. Figures for 2025-2028 are forecasts.



TABLE 6: JOBS BY INDUSTRY
HONOLULU COUNTY FORECAST

2024 2025 2026 2027 2028

Nonfarm Payrolls (Thou) 461.1 463.2 461.4 462.7 465.0
% Change 1.4 0.5 -0.4 0.3 0.5
Construction and Mining 283 295 30.1 30.1 30.0
% Change 34 4.3 1.8 0.3 -0.5
Manufacturing 9.5 9.7 9.6 9.7 9.7
% Change 2.7 1.8 -0.7 0.6 0.5
Trade 55.7 56.4 56.8 57.0 57.2
% Change -0.6 1.2 0.6 0.4 0.5
Transportation and Utilities 251 25.6 25.6 25.8 25.8
% Change -0.1 2.3 -0.3 0.7 0.3
Finance, Insurance and Real Estate 20.9 20.6 20.6 20.6 20.7
% Change -1.8 -1.5 -0.1 0.4 0.3
Services 224.4 224.5 223.8 224.7 226.3
% Change 1.4 0.0 -0.3 0.4 0.7
Health Care and Soc. Assistance 56.8 57.5 57.4 57.6 57.9
% Change 1.7 1.1 -0.1 0.3 0.5
Accommodation and Food 64.3 65.1 64.8 65.1 65.9
% Change 2.0 1.3 -0.6 0.5 1.2
Other 103.3 101.8 101.6 101.9 102.5
% Change 0.9 -1.4 -0.3 0.3 0.5
Government 97.2 96.9 95.1 94.9 95.2
% Change 2.7 -0.3 -1.8 -0.3 0.3
Federal Government 32.8 31.9 30.9 30.7 30.9
% Change 1.7 -2.7 -3.1 -0.6 0.8
State and Local Government 64.4 65.0 64.2 64.2 64.2
% Change 3.3 0.9 -1.2 -0.1 0.1

Note: Source is UHERO. Industry job counts for 2024 are UHERO estimates of the March 2026 benchmark revision. Figures for
2025-2028 are forecasts.



TABLE 7: PERSONAL INCOME BY INDUSTRY

HONOLULU COUNTY FORECAST

2024 2025 2026 2027 2028

Real Personal Income (Mil 2024$%) 75,117.8 76,607.0 76,516.0 77.251.3 78,237.9
% Change 1.9 2.0 -0.1 1.0 1.3
Labor & Proprietors' Income 53,230.8 54,382.6 53,970.8 54,280.2 54,773.2
% Change 1.2 2.2 -0.8 0.6 0.9
Construction and Mining 3,922.0 4,045.7 4,134.3 4175.7 4,179.6

% Change 4.7 3.2 2.2 1.0 0.1
Manufacturing 838.1 8711 863.2 862.0 864.1

% Change -2.1 3.9 -0.9 -0.1 0.2
Trade 3,907.2 3,919.9 3,932.0 3,941.1 3,965.8

% Change -1.7 0.3 0.3 0.2 0.6
Transportation and Utilities 3,363.2 3,458.2 3,438.3 3,463.1 3,489.9

% Change 0.3 2.8 -0.6 0.7 0.8
Finance, Insurance & Real Estate 3,855.8 3,959.0 3,848.9 3,841.7 3,858.0

% Change -2.7 2.7 -2.8 -0.2 0.4
Services 20,685.0 20,834.1 20,757.4 20,950.7 21,2134

% Change 1.1 0.7 -0.4 0.9 1.2
Health Care & Soc. Assist. (% ch.) 1.5 1.4 0.1 1.0 1.2
Accommodation & Food (% ch.) 1.9 -1.3 -0.4 1.0 2.3
Other (% ch.) 0.4 1.0 -0.6 0.9 0.9
Government 16,514.7 17,155.5 16,856.8 16,905.9 17,062.0

% Change 3.0 3.9 -1.7 0.3 0.9
Federal, civilian (% ch.) 1.1 -2.8 -3.0 -0.5 0.8
State & Local (% ch.) 4.0 10.5 -4.3 -0.1 0.5

Less Social Security Taxes (-) 6,461.2 6,601.0 6,551.0 6,588.6 6,648.4
% Change 1.1 2.2 -0.8 0.6 0.9
Transfer Payments 11,952.3 12,415.0 12,742.0 13,040.5 13,298.0
% Change -0.4 3.9 2.6 2.3 2.0
Dividends, Interest and Rent 16,059.2 16,112.2 16,124.0 16,325.2 16,624.2
% Change 3.2 0.3 0.1 1.2 1.8
Population (Thou) 998.0 997.3 995.5 994.2 993.6
% Change 0.4 -0.1 -0.2 -0.1 -0.1
Real Per Capita Income (Thou 2024%) 75.3 76.8 76.9 77.7 78.8
% Change 1.5 2.0 0.1 1.1 1.3
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 2.9 2.4
Nominal Personal Income (Mil $) 75,117.8 78,621.4 80,836.1 84,000.6 87,3451
% Change 6.4 4.7 2.8 3.9 4.0

Note: Source is UHERO. Income figures for 2024 are UHERO estimates. Figures for 2025-2028 are forecasts.



TABLE 8: MAJOR ECONOMIC INDICATORS

HAWAII COUNTY FORECAST

2024 2025 2026 2027 2028
MAJOR INDICATORS

Nonfarm Payrolls (Thou) 72.4 72.4 72.3 72.4 72.7
% Change 1.8 0.0 -0.1 0.1 0.3
Unemployment Rate (%) 3.2 3.3 3.4 3.4 3.3
Population (Thou) 209.7 210.2 210.3 210.4 210.7
% Change 0.6 0.2 0.1 0.1 0.1
Nominal Personal Income (Mil $) 11,747.5 12,337.7 12,694.8 13,2241 13,817.4
% Change 4.8 5.0 2.9 4.2 4.5
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 29 2.4
Real Personal Income (Mil 2024$%) 11,747.5 12,021.6 12,016.4 12,161.6 12,376.7
% Change 0.4 2.3 0.0 1.2 1.8
Real Per Capita Income (Thou 2024%) 56.0 57.2 57.1 57.8 58.7
% Change -0.1 2.1 -0.1 1.1 1.6

TOURISM SECTOR DETAIL
Total Visitor Arrivals by Air (Thou) 1,734.4 1,729.0 1,680.5 1,719.3 1,784.4
% Change -2.5 -0.3 -2.8 2.3 3.8
U.S. Visitors 1,415.4 1,411.7 1,384.2 1,407.0 1,440.4
% Change -3.8 -0.3 -1.9 1.6 24
Japanese Visitors 471 46.6 50.5 55.1 67.3
% Change 5.3 -1.0 8.3 9.1 222
Other Visitors 271.9 269.8 245.7 257.3 276.8
% Change 3.4 -0.7 -8.9 4.7 7.6
Average Daily Census (Thou) 37.0 36.2 35.0 35.8 37.1
% Change -3.7 -2.1 -3.4 2.3 3.7
Occupancy Rate (%) 57.1 58.0 55.4 57.2 59.4

Note: Source is UHERO. Nonfarm Payrolls for 2024 are UHERO estimates of the March 2026 benchmark revision. Income figures for
2024 are UHERO estimates. Occupancy rate includes UHERO's estimate of TVR occupancy. Figures for 2025-2028 are forecasts.



TABLE 9: JOBS BY INDUSTRY
HAWAII COUNTY FORECAST

2024 2025 2026 2027 2028

Nonfarm Payrolls (Thou) 72.4 72.4 72.3 72.4 72.7
% Change 1.8 0.0 -0.1 0.1 0.3
Construction and Mining 4.1 4.0 4.0 4.0 3.9
% Change 5.0 -1.1 -0.4 -1.2 -1.9
Manufacturing 1.7 1.7 1.7 1.7 1.7
% Change 2.1 -1.4 2.2 0.4 0.9
Trade 12.0 11.9 11.9 11.9 11.9
% Change 1.1 -0.7 -0.7 0.0 0.4
Transportation and Utilities 3.5 33 3.3 34 34
% Change 2.8 -3.8 -0.1 1.0 1.0
Finance, Insurance and Real Estate 2.6 2.5 25 25 25
% Change 0.1 -2.8 0.5 0.6 0.4
Services 334 335 33.6 337 33.9
% Change 1.2 0.4 0.1 0.3 0.6
Health Care and Soc. Assistance 7.9 8.0 7.9 8.0 8.0
% Change 4.8 0.3 -0.1 0.6 0.6
Accommodation and Food 134 13.2 13.2 13.3 13.5
% Change -1.3 -1.4 0.2 0.8 1.4
Other 12.1 12.4 124 124 12.3
% Change 1.8 2.5 0.1 -0.2 -0.2
Government 15.1 15.4 15.2 15.2 15.2
% Change 2.9 1.6 -0.8 -0.3 -0.1
Federal Government 1.4 1.3 1.3 1.3 1.3
% Change 2.0 -4.2 -3.9 -0.3 0.3
State and Local Government 13.7 14.0 14.0 13.9 13.9
% Change 3.0 2.2 -0.5 -0.3 -0.1

Note: Source is UHERO. Industry job counts for 2024 are UHERO estimates of the March 2026 benchmark revision. Figures for
2025-2028 are forecasts.



TABLE 10: PERSONAL INCOME BY INDUSTRY

HAWAII COUNTY FORECAST

2024 2025 2026 2027 2028

Real Personal Income (Mil 2024$%) 11,747.5 12,021.6 12,016.4 12,161.6 12,376.7
% Change 04 2.3 0.0 1.2 1.8
Labor & Proprietors' Income 6,870.4 6,972.1 6,886.9 6,924.8 6,991.8
% Change 1.2 1.5 -1.2 0.6 1.0
Construction and Mining — — — — —

% Change — — — — —
Manufacturing — — — — —

% Change — — — — —
Trade — — — — —

% Change — — — — —
Transportation and Utilities — — — — —

% Change — — — — —
Finance, Insurance & Real Estate — — — — —

% Change — — — — —
Services — — — — —

% Change — — — — —
Health Care & Soc. Assist. (% ch.) — — — — —
Accommodation & Food (% ch.) — — — — —
Other (% ch.) — — — — —
Government 1,539.5 1,676.8 1,618.5 1,618.2 1,625.5

% Change 2.1 8.9 -35 0.0 0.5
Federal, civilian (% ch.) -6.9 -2.5 -3.5 -0.3 0.3
State & Local (% ch.) 3.2 10.7 -3.8 -0.1 0.4

Less Social Security Taxes (-) 807.6 866.0 882.9 887.7 896.3
% Change -7.7 7.2 1.9 0.6 1.0
Transfer Payments 3,106.3 3,240.5 3,328.0 3,378.6 3,453.9
% Change 0.1 4.3 2.7 1.5 2.2
Dividends, Interest and Rent 2,715.0 2,716.0 2,715.3 2,763.0 2,827.1
% Change 3.2 0.0 0.0 1.8 23
Population (Thou) 209.7 210.2 210.3 2104 210.7
% Change 0.6 0.2 0.1 0.1 0.1
Real Per Capita Income (Thou 2024%) 56.0 57.2 57.1 57.8 58.7
% Change -0.1 2.1 -0.1 1.1 1.6
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 2.9 2.4
Nominal Personal Income (Mil $) 11,747.5 12,337.7 12,694.8 13,2241 13,817.4
% Change 4.8 5.0 2.9 4.2 4.5

Note: Source is UHERO. Income figures for 2024 are UHERO estimates. Figures for 2025-2028 are forecasts. Because of data
disclosure rules, industry-level income is not available for some sectors.



TABLE 11: MAJOR ECONOMIC INDICATORS

KAUAI COUNTY FORECAST

2024 2025 2026 2027 2028
MAJOR INDICATORS

Nonfarm Payrolls (Thou) 324 32.9 32.8 32.9 32.9
% Change 1.5 1.3 -0.2 0.1 0.3
Unemployment Rate (%) 2.6 2.5 2.8 29 29
Population (Thou) 74.6 74.7 74.7 74.7 74.8
% Change 0.6 0.1 0.0 0.0 0.1
Nominal Personal Income (Mil $) 4,836.6 5,069.6 5,216.8 5,430.9 5,679.9
% Change 4.7 4.8 2.9 4.1 4.6
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 29 2.4
Real Personal Income (Mil 2024$%) 4,836.6 4,939.8 4,938.0 4,994.6 5,087.7
% Change 0.3 2.1 0.0 1.1 1.9
Real Per Capita Income (Thou 2024%) 64.8 66.1 66.1 66.9 68.1
% Change -0.2 2.0 0.0 1.1 1.8

TOURISM SECTOR DETAIL
Total Visitor Arrivals by Air (Thou) 1,402.6 1,418.2 1,388.9 1,397.5 1,422.4
% Change -1.1 1.1 -2.1 0.6 1.8
U.S. Visitors 1,239.4 1,248.5 1,230.0 1,230.8 1,244.7
% Change -0.7 0.7 -1.5 0.1 1.1
Japanese Visitors 6.8 7.3 7.4 8.7 10.1
% Change 15.7 7.6 1.5 16.6 16.4
Other Visitors 156.5 162.3 151.4 158.1 167.6
% Change -4.8 3.7 -6.7 4.4 6.0
Average Daily Census (Thou) 28.4 284 27.8 27.9 28.4
% Change -1.9 -0.3 -2.1 0.4 1.8
Occupancy Rate (%) 62.9 63.9 61.5 61.6 62.6

Note: Source is UHERO. Nonfarm Payrolls for 2024 are UHERO estimates of the March 2026 benchmark revision. Income figures for
2024 are UHERO estimates. Occupancy rate includes UHERO's estimate of TVR occupancy. Figures for 2025-2028 are forecasts.



TABLE 12: JOBS BY INDUSTRY
KAUAI COUNTY FORECAST

2024 2025 2026 2027 2028

Nonfarm Payrolls (Thou) 324 32.9 32.8 32.9 32.9
% Change 1.5 13 -0.2 0.1 0.3
Construction and Mining 2.1 21 2.1 2.1 2.1
% Change 0.6 1.2 -0.6 -1.4 =21
Manufacturing 0.5 0.5 0.5 0.5 0.6
% Change -8.9 -1.1 2.7 0.6 1.2
Trade 4.3 4.2 42 42 43
% Change -2.4 -1.4 -0.4 0.3 0.7
Transportation and Utilities 1.8 1.9 1.9 1.9 1.9
% Change 2.8 4.1 -1.1 -0.2 -0.2
Finance, Insurance and Real Estate 1.1 1.1 1.1 1.1 1.1
% Change 0.6 -0.5 0.3 0.4 0.2
Services 17.5 17.7 17.7 17.8 17.9
% Change 2.5 1.2 0.1 0.4 0.7
Health Care and Soc. Assistance 2.7 2.7 2.7 2.7 2.8
% Change 0.2 0.0 0.1 0.8 0.8
Accommodation and Food 9.1 9.3 9.2 9.3 9.4
% Change 4.3 24 -0.3 0.3 0.8
Other 5.7 5.7 5.8 5.8 5.8
% Change 0.9 -0.2 0.8 0.4 0.4
Government 5.0 5.2 5.2 5.2 5.1
% Change 2.7 3.7 -1.1 -0.5 -0.3
Federal Government 0.6 0.6 0.6 0.6 0.6
% Change -0.6 0.5 -4.2 -0.9 -0.4
State and Local Government 4.5 4.6 4.6 4.6 4.6
% Change 3.2 4.1 -0.7 -0.4 -0.3

Note: Source is UHERO. Industry job counts for 2024 are UHERO estimates of the March 2026 benchmark revision. Figures for

2025-2028 are forecasts.



TABLE 13:

PERSONAL INCOME BY INDUSTRY
KAUAI COUNTY FORECAST

2024 2025 2026 2027 2028

Real Personal Income (Mil 2024$%) 4,836.6 4,939.8 4,938.0 4,994.6 5,087.7
% Change 0.3 2.1 0.0 1.1 1.9
Labor & Proprietors' Income 3,141.9 3,235.0 3,194.7 3,211.1 3,240.4
% Change 1.1 3.0 -1.2 0.5 0.9
Construction and Mining — — — — —

% Change — — — — —
Manufacturing — — — — —

% Change — — — — —
Trade — — — — —

% Change — — — — —
Transportation and Utilities — — — — —

% Change — — — — —
Finance, Insurance & Real Estate — — — — —

% Change — — — — —
Services — — — — —

% Change — — — — —
Health Care & Soc. Assist. (% ch.) — — — — —
Accommodation & Food (% ch.) — — — — —
Other (% ch.) — — — — —
Government 524.8 583.5 562.9 561.6 562.6

% Change 1.4 11.2 -35 -0.2 0.2
Federal, civilian (% ch.) -9.3 2.7 -3.8 -0.9 -0.4
State & Local (% ch.) 34 12.9 -4.0 -0.2 0.2

Less Social Security Taxes (-) 357.8 389.2 396.8 398.8 402.4
% Change -7.8 8.8 1.9 0.5 0.9
Transfer Payments 1,022.8 1,066.7 1,095.0 1,111.3 1,135.8
% Change 0.1 4.3 2.6 1.5 2.2
Dividends, Interest and Rent 1,123.6 1,128.4 1,129.0 1,148.4 1,174.7
% Change 3.0 0.4 0.1 1.7 23
Population (Thou) 74.6 74.7 74.7 74.7 74.8
% Change 0.6 0.1 0.0 0.0 0.1
Real Per Capita Income (Thou 2024%) 64.8 66.1 66.1 66.9 68.1
% Change -0.2 2.0 0.0 1.1 1.8
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 2.9 2.4
Nominal Personal Income (Mil $) 4,836.6 5,069.6 5,216.8 5,430.9 5,679.9
% Change 4.7 4.8 2.9 4.1 4.6

Note: Source is UHERO. Income figures for 2024 are UHERO estimates. Figures for 2025-2028 are forecasts. Because of data
disclosure rules, industry-level income is not available for some sectors.



TABLE 14: MAJOR ECONOMIC INDICATORS

MAUI COUNTY FORECAST

2024 2025 2026 2027 2028
MAJOR INDICATORS

Nonfarm Payrolls (Thou) 73.4 74.3 74.5 74.7 75.0
% Change -1.1 1.2 0.3 0.3 0.4
Unemployment Rate (%) 4.3 3.2 3.4 3.4 3.3
Population (Thou) 163.7 163.8 163.9 164.1 164.3
% Change -0.8 0.0 0.1 0.1 0.1
Nominal Personal Income (Mil $) 10,997.9 11,500.8 11,849.8 12,342.5 12,830.4
% Change 4.4 4.6 3.0 4.2 4.0
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 29 2.4
Real Personal Income (Mil 2024$%) 10,997.9 11,206.1 11,216.5 11,350.8 11,492.6
% Change 0.0 1.9 0.1 1.2 1.2
Real Per Capita Income (Thou 2024%) 67.2 68.4 68.5 69.2 70.0
% Change 0.8 1.9 0.0 1.1 1.1

TOURISM SECTOR DETAIL
Total Visitor Arrivals by Air (Thou) 2,388.8 2,528.9 2,508.5 2,626.8 2,765.1
% Change -5.6 5.9 -0.8 4.7 53
U.S. Visitors 2,031.8 2,160.7 2,150.7 2,255.7 2,365.1
% Change -4.1 6.3 -0.5 49 4.8
Japanese Visitors 141 15.8 16.5 16.9 18.4
% Change 18.2 12.6 4.5 24 8.4
Other Visitors 342.7 362.7 341.2 354.1 381.6
% Change -14.2 5.8 -5.9 3.8 7.8
Average Daily Census (Thou) 52.4 54.4 53.7 56.6 59.9
% Change -6.9 3.8 -1.4 5.4 5.9
Occupancy Rate (%) 58.2 57.8 58.8 61.8 64.9

Note: Source is UHERO. Nonfarm Payrolls for 2024 are UHERO estimates of the March 2026 benchmark revision. Income figures for
2024 are UHERO estimates. Occupancy rate includes UHERO's estimate of TVR occupancy. Figures for 2025-2028 are forecasts.



TABLE 15: JOBS BY INDUSTRY
MAUI COUNTY FORECAST

2024 2025 2026 2027 2028

Nonfarm Payrolls (Thou) 73.4 74.3 74.5 74.7 75.0
% Change -1.1 1.2 0.3 0.3 0.4
Construction and Mining 4.8 4.9 49 4.8 4.7
% Change 2.5 0.8 -0.1 -1.1 -1.8
Manufacturing 1.1 1.2 1.2 1.2 1.2
% Change -4.5 2.6 2.5 0.1 0.7
Trade 10.0 9.9 9.9 9.9 10.0
% Change -3.8 -0.3 -0.2 0.2 0.5
Transportation and Utilities 4.1 4.1 4.1 4.2 4.2
% Change -1.7 -0.2 -0.1 0.7 0.6
Finance, Insurance and Real Estate 2.7 2.7 2.7 2.7 2.7
% Change -3.3 -0.7 0.8 0.5 0.3
Services 417 42.5 42.6 42.8 43.0
% Change -1.0 1.9 0.3 0.3 0.6
Health Care and Soc. Assistance 8.2 8.3 8.4 8.4 8.5
% Change 2.3 1.5 0.2 0.6 0.5
Accommodation and Food 19.6 20.3 20.3 20.3 20.5
% Change -2.1 3.8 -0.1 0.2 0.8
Other 13.9 13.8 14.0 14.1 14.1
% Change -1.4 -0.3 1.1 0.5 0.4
Government 8.9 9.0 9.0 9.0 9.0
% Change 0.9 0.8 -0.2 0.1 0.2
Federal Government 0.9 0.8 0.8 0.8 0.8
% Change -2.0 -8.4 -2.5 0.8 1.3
State and Local Government 8.1 8.2 8.2 8.2 8.2
% Change 1.3 1.9 0.1 0.0 0.1

Note: Source is UHERO. Industry job counts for 2024 are UHERO estimates of the March 2026 benchmark revision. Figures for

2025-2028 are forecasts.



TABLE 16

: PERSONAL INCOME BY INDUSTRY
MAUI COUNTY FORECAST

2024 2025 2026 2027 2028

Real Personal Income (Mil 2024$%) 10,997.9 11,206.1 11,216.5 11,350.8 11,492.6
% Change 0.0 1.9 0.1 1.2 1.2
Labor & Proprietors' Income 7,236.8 7,454.9 7,389.8 7,436.3 7,510.3
% Change -0.2 3.0 -0.9 0.6 1.0
Construction and Mining 646.5 659.0 653.2 649.6 643.9

% Change 3.4 1.9 -0.9 -0.6 -0.9
Manufacturing 89.0 94.0 95.6 96.2 97.7

% Change -3.2 5.6 1.7 0.7 1.6
Trade 654.6 668.7 655.9 662.1 673.4

% Change -2.7 2.1 -1.9 0.9 1.7
Transportation and Utilities 379.5 386.1 381.1 385.7 390.8

% Change 04 1.7 -1.3 1.2 1.3
Finance, Insurance & Real Estate 539.7 542.5 541.6 5441 546.6

% Change -0.7 0.5 -0.2 0.5 0.5
Services 3,900.8 4,055.0 4,023.9 4,055.6 4,107.4

% Change 1.1 4.0 -0.8 0.8 1.3
Health Care & Soc. Assist. (% ch.) 4.5 3.4 -0.9 1.0 1.1
Accommodation & Food (% ch.) -0.2 6.7 -1.4 0.7 1.6
Other (% ch.) 0.6 1.3 0.0 0.8 0.9
Government 953.7 1,023.9 996.9 1,001.1 1,008.8

% Change -0.2 7.4 -2.6 0.4 0.8
Federal, civilian (% ch.) -11.1 -7.3 =2.1 0.9 1.5
State & Local (% ch.) 1.4 9.9 -3.1 0.2 0.6

Less Social Security Taxes (-) 754.4 821.8 841.0 846.4 854.8
% Change -8.9 8.9 2.3 0.6 1.0
Transfer Payments 1,992.0 2,078.0 2,133.3 2,166.3 2,213.6
% Change 0.1 4.3 2.7 1.5 2.2
Dividends, Interest and Rent 2,629.8 2,651.0 2,649.8 2,694.0 2,754.1
% Change 3.0 0.8 -0.1 1.7 2.2
Population (Thou) 163.7 163.8 163.9 164.1 164.3
% Change -0.8 0.0 0.1 0.1 0.1
Real Per Capita Income (Thou 2024%) 67.2 68.4 68.5 69.2 70.0
% Change 0.8 1.9 0.0 1.1 1.1
Inflation Rate, Honolulu MSA (%) 4.4 2.6 3.0 2.9 2.4
Nominal Personal Income (Mil $) 10,997.9 11,500.8 11,849.8 12,342.5 12,830.4
% Change 4.4 4.6 3.0 4.2 4.0

Note: Source is UHERO. Income figures for 2024 are UHERO estimates. Figures for 2025-2028 are forecasts.



TABLE 17: EXTERNAL INDICATORS

STATE OF HAWAII FORECAST

2024 2025 2026 2027 2028
U.S. FACTORS
Employment (Thou) 162,566.3 162,523.6 162,310.6 162,804.2 163,808.3
% Change 0.4 0.0 -0.1 0.3 0.6
Unemployment Rate (%) 4.0 4.3 4.7 4.5 4.2
Inflation Rate, Honolulu MSA (%) 3.0 2.8 3.5 2.6 2.5
Real GDP (Bil chained 2012%) 23,358.4 23,790.4 24,141.8 24,495.3 24,980.8
% Change 2.8 1.9 1.5 1.5 2.0
Population (Thou) 340,212.0 341,984.0 342,829.8 343,751.8 344,670.5
% Change 0.9 0.5 0.2 0.3 0.3
JAPAN FACTORS
Employment (Thou) 67,806.7 68,213.0 68,092.4 67,779.3 67,377.5
% Change 0.5 0.6 -0.2 -0.5 -0.6
Unemployment Rate (%) 2.5 2.5 25 2.5 2.5
Inflation Rate, Honolulu MSA (%) 2.7 3.1 1.4 1.2 1.2
Real GDP (Bil chained 2012$%) 554,965.9 562,259.2 563,321.7 567,110.7 569,553.2
% Change -0.2 13 0.2 0.7 0.4
Population (Thou) 123,975.4 123,372.4 122,711.3 122,027.3 121,326.0
% Change -0.4 -0.5 -0.5 -0.6 -0.6
Exchange Rate (Yen/$) 151.5 149.3 148.1 141.5 135.1
% Change 7.8 -1.4 -0.8 -4.5 -4.5

Note: Source is UHERO. US Employment for 2024 and 2025 is adjusted by UHERO to reflect population revisions by the US Census
Bureau. Figures for 2025-2028 are forecasts.
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UHERO THANKS THE FOLLOWING SUPPORTERS:

KA WEKIU - THE TOPMOST SUMMIT
Bank of Hawaii
DGM Group
First Hawaiian Bank
Hawaii Business Roundtable
Hawaii Community Foundation
Hawai‘i Community Reinvestment Corporation
HMSA
Kaiser Permanente Hawai'i
The Learning Coalition
Queen’s Health Systems

KILOHANA - A LOOKOUT, HIGH POINT

Alaska Airlines
American Savings Bank
Benjamin Godsey
Castle Foundation
Central Pacific Bank Foundation
DR Horton
First Insurance Company of Hawaii, Ltd.
Hawaii Pacific Health
Hawaiian Electric Industries
Matson
Title Guaranty
Tradewind Group

KUAHIWI - A HIGH HILL, MOUNTAIN
Alexander & Baldwin
Castle & Cooke Hawaii
Chamber of Commerce

Halekulani Corporation

Hawaii Gas

Hawaii Hotel Alliance

Hawaiian Dredging Construction Company

Hawaiian Telcom
HGEA
Honolulu Board of Realtors
Honolulu Board of Water Supply
The Howard Hughes Corporation
HPM Building Supply
James Campbell Company
Kyo-ya Hotels & Resots, LP
Maui Land & Pineapple Company
Nordic PCL Construction
The Pacific Resource Partnership
REMAX Hawaii
Servco Pacific, Inc.
Stanford Carr Development
United Public Workers
Zippy’s Restaurants

ADDITIONAL SUPPORTERS

Charles Wathen Company (Pier Investments)

Chartwell Financial Advisory
Finance Factors

The Hawaii Laborers & Employers Cooperation

and Education Trust Fund
Hawaii Tourism Authority
HC&D, LLC

The Natural Energy Laboratory of Hawaii Authority

Pacific Cost Engineering

Trinity Investments

Kalia i Ka Nu'u (literally “Strive for the summit”) is the value of achievement, those who pursue personal

excellence. This was the motto of Hawaii's Queen Kapiolani. Supporters help UHERO to continually reach for
excellence as the premier organization dedicated to rigorous, independent economic and policy research on
issues that are both central to Hawai‘i and globally relevant.

Over its more than twenty year history, UHERO research has informed decision making on some of the most
important issues facing our community, including the ever-changing economic outlook, challenges to our
environment, and policies affecting water, housing, energy, and many other areas.

Contributions from generous supporters like you make it possible for UHERO to fulfill this mission. Your financial
commitment also allows us to distribute UHERO forecast reports to all Hawaii stakeholders.
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