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Lafayette MSA has a year’s worth 
of housing inventory to sell (see 
Table 4). The decline in listings is 
spread across all counties; however, 
reduction in homes sold seems to 
be most prevalent in Benton and 
Carroll counties. Overall, the median 
sales price has risen in Benton and 
Tippecanoe counties, but declined 
slightly in Carroll County. The 
increase in “months supply of 
inventory” was evident in Carroll 
and Benton counties, indicating the 
increased length of time it takes to 
sell a home in these areas. In 2012, the 
housing market will likely continue 
to be languid, with foreclosed homes 
potentially accounting for a larger 
proportion of existing home sales. If 
this does occur, then prices will be 
pulled down further. At this point, 
the Lafayette MSA will continue 
to work off the excess inventory of 
houses to a more manageable level.

Conclusion
Overall, the Lafayette MSA is 
expected to show slight growth in 
population, employment, PCPI and 
wages, yet experience tepid activity 
in the housing market. As businesses 
continue to add to their employment 
rolls, it may help boost consumer 
confidence in the economy—thus 
spurring consumption. However, due 
to the severity of the Great Recession 
and the slow rebound, consumers 
and businesses alike may be adapting 
to this new normal and practicing 
a more frugal lifestyle, thus further 
compounding the slow economic 
growth. 

Notes
1.  For more research on the differences 

between the U.S. and Indiana PCPI, 
see Timothy Slaper and Ryan Krause, 
“Occupational Hazard: Why Indiana’s 
Wages Lag the Nation,” Indiana Business 
Review, Spring 2010, www.ibrc.indiana.edu/
ibr/2010/spring/article1.html.

A t the start of 2011, the 
Louisville metro was 
on track for positive job 

growth. From January to April, the 
region added about 11,000 non-farm 
jobs, and the region’s unemployment 
rate had declined by half of a 
percentage point. The start of the 
year’s second quarter, however, 
was the beginning of an overall 
slowdown. From May to August, 
non-farm payrolls added no new 
jobs, and the unemployment rate only 
declined by three-tenths of a point. 
Since August, employment growth 
has resumed, and the region should 
continue to see gradual growth 
through 2012.

Employment
The Louisville metro continues to 
be down approximately 22,000 non-
farm payroll jobs since the beginning 
of the Great Recession. Stronger 
manufacturing growth over 2011 
helped partially erase the recession 

jobs deficit, but this growth is now 
beginning to slow (see Figure 
1). Consequently, the region will 
continue to see positive job growth, 
but only at a slow rate.

Unemployment Rate
The Louisville metro’s unemployment 
rate appears to have reached a floor. 
After declines earlier in the year, the 
region’s unemployment rate settled 
around the 9 percent level (see Figure 2). 

As employment and the labor force 
continue to grow, the unemployment 
rate will not see significant declines 
from the 9 percent level since both 
the labor force and employment will 
grow at approximately the same 
rate. The most recent data point saw 
the unemployment rate increase 
back up to 9.6 percent. However, the 
underlying trend in job creation was 
quite positive.

On the other hand, the Southern 
Indiana metro counties (Clark, 
Floyd, Harrison and Washington) 

n Figure 1: Louisville Employment and Manufacturing Growth, March 1991 to 
September 2011

Source: FactSet
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have enjoyed rates less than the 
region’s average, with some counties 
experiencing unemployment rates 
around the 7 percent level. A 
favorable combination of growing 
employment and labor force is 
contributing to the overall rate 
decline. Hence, the outlook for 
Southern Indiana’s unemployment 
rate is continued gradual 

improvement, with the area’s rate 
settling to a level just above 6 percent.

Unemployment Claims
Southern Indiana’s new claims for 
unemployment continue to show 
improvement from the escalating 
levels of 2009 (see Figure 3). The 
latest readings indicate that claims 
in the metro counties appear to have 

settled with no noticeable trend of 
higher or lower levels.

Manufacturing
Manufacturing contributed to 
massive employment losses for 
Indiana during the Great Recession 
and subsequently contributed to 
employment gains. Following the 
Great Recession, manufacturing 
drove Indiana’s economic recovery 
due to inventory restocking needs 
following demand-driven cutbacks 
in production. Policymakers rejoiced 
over manufacturing gains, and 
Indiana was often showcased as a 
jobs leader nationally.

Perhaps this job growth was 
short lived. As the nation exits the 
inventory restocking phase, demand 
will be necessary in order to sustain 
earlier gains in manufacturing. 
Subpar growth in gross domestic 
product and slowing growth in 
Europe and emerging market 
economies suggest that the demand 
will not be sufficient to sustain these 
gains. Consequently, manufacturing 
growth has slowed and will likely see 
continued slow growth during 2012.

Services
Service sector growth has bounced 
back since the depths of the Great 
Recession, but has not been sufficient 
to erase the overall jobs deficit. 
For example, retail employment 
continues to be down 4,500 
from prior to the last recession. 
Additionally, transportation and 
utilities, a significant component 
of the metro economy, has yet to 
bounce back from the 4,200 lost 
positions since September 2007. As 
consumer spending on leisure and 
business travel continues to recover, 
leisure and hospitality employment 
continues its recovery as well, adding 
3,000 jobs since last year. Some of 
the most impressive growth can 
be attributed to the professional 
and business services sector (see 
Figure 4). From September 2010 to 
September 2011, 8,300 jobs were Note: Data are four-week moving averages.

Source: FactSet

n Figure 3: Unemployment Claims in Southern Indiana Metro Counties, January 
2009 to October 2011
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n Figure 2: Louisville Unemployment Rates, March 1990 to September 2011
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added to this overall employment 
barometer. On the downside, 
however, most of the professional 
and business services gains are 
attributed to temporary labor 
services, an indication of continued 
slack in the regional labor markets. 
The most resilient service sector, 
educational services and health care, 
continues to be in positive territory—
but the most recent numbers point to 
a leveling of growth.

Housing
Housing continues to struggle. 
Permits remain well below trend, and 
home prices remain soft. Challenges 
faced in housing will continue 
to adversely impact consumer 
confidence and subsequent consumer 
spending. No significant housing 
recovery can be expected this year. 
Consequently, housing will continue 
to weigh on consumer sentiment, 
adversely affecting overall consumer 
demand. 

Outlook 
The Louisville metro will continue 
to see job growth, but only 
gradually. As a result, the region’s 
unemployment rate will continue 
to hover above 8 percent. Housing 
should also see a gradual turnaround, 
but at a very subdued pace. Building 
permits and construction jobs will 
also see increases, but likewise at a 
very slow pace. The region should 
expect to see gradual improvement 
in the service sectors as consumers 
continue to experience an overall 
recovery and become more confident. 
Southern Indiana will see higher 
employment growth than the overall 
metro area, and its unemployment 
rate will remain at levels lower than 
the region. 

Source: FactSet

n Figure 4: Louisville Services Employment, January 2007 to September 2011
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n Figure 5: Louisville Single-Family Permits and Change in House Price Index, 
March 1995 to August 2011

Source: FactSet


