
EMPLOYMENT & INCOME
2015 is generally predicted to be a flat year for the Alaska  
economy – Some segments like government, construction and 
professional services are likely to shrink, but these losses will be offset 
by gains in tourism, health care and retail. This will result in no 
growth in the job market and population will likely remain at its 
current levels. Historically low long-term interest rates and low levels 
of building activity are expected to keep the housing market stable.

The largest issue looming is the dramatic fall in oil prices. The current 
low price environment has many people rightfully concerned about 
the possible impacts on Alaska’s economy. After averaging over $100 
a barrel for three and a half years, Alaska has been experiencing 
prices as low as $45. As of 3/10/2015 it was at $52.95. However, based 
on currently available information and analysts’ estimates, prices 
should begin to increase this year. The over-supply of oil that led to 
the recent price drop should moderate as higher cost producers are 
not able to operate profitably. Continued global demand for energy is 
expected to move prices higher by this summer when excess 
inventories are consumed. Prices in the $60 to $80 range should keep 
long-run capital investments from the energy industry stable. Oil 
production levels are expected to be stable through 2017.
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State government will have to make prudent spending cuts - 
Arguably, the most impacted sector from a decline in the price of oil 
is the State of Alaska government. We are the most structurally 
imbalanced government in the country in terms of the diversification 
of revenue sources. In fiscal year 2014, 88% of the state’s unrestricted 
spending came from oil taxes and royalties. On a positive note, this 
does not include the $11.5 billion in revenues from other sources 
such as Federal government contributions to the state and returns 
from our investment portfolios. 

Over $52 billion has been saved in the Permanent Fund and it grows 
despite the roughly $800 million a year spent on dividends for 
residents due to investment returns and continued deposits from 
ongoing natural resource projects in Alaska.

Additionally, the state has over $50 billion saved in other investment 
accounts. The largest portion, $28 billion, is reserved for the 
retirement system obligations for state employees. Other funds are 
dedicated to specific department operations, such as $1 billion for 
airport bonds, $1 billion in the power cost equalization endowment 
fund to subsidize rural energy costs, $586 million in the public school 
trust fund and many others. To balance an estimated $3 billion 
budget deficit this year the Legislature can draw from the $11 billion 
Constitutional Budget Reserve, $3 billion in the Statutory Budget 
Reserve, and $5 billion was in the General Fund at year end 2014.

The current budget deficit is expected to force the Governor and 
Legislature to freeze the growth in the operating budget and cut the 
capital budget. Research from UAA’s Institute of Social and Economic 
Research (ISER) has confirmed the widely held belief that the state 
government has been spending in excess of its long-term sustainable 
levels. The Gross State Product in Alaska is $51 billion. A $1 billion 
reduction in state spending would reduce aggregate demand in our 
economy by about 2%. A positive way to look at this would be despite 
government cuts we would still have a $50 billion economy. Most 
analysts predict the reduction in state spending will be lower, in the 
$500 million range. The new Governor has signaled he is taking the 
issue seriously, and will proceed with a measured approach, so as not 
to exacerbate the problem.
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Payroll jobs increase only 0.3% in 2013 and 2014. No growth 
predicted in 2015 – Alaska’s payroll job count increased by 1,000 
jobs or 0.3% last year, similar to 2013 results. This slight increase is 
much lower compared to 5,300 jobs added in 2012 and 4,900 in 2011. 
The total number of payroll jobs, not including uniformed military 
and the self-employed, is about 336,700 on average throughout the 
year. It is important to note this is a preliminary estimate by the 
Alaska Department of Labor using nine months of actual data from 
employer tax returns and three months of estimates. The final 
numbers will be revised in March of 2015.

The Alaska Department of Labor’s forecast for 2015 is no change in 
employment levels. They predict continued large losses in the 
government sector. This has been occurring in federal government as 
budgets have tightened and are now predicted to decline in state and 
local government due to low oil prices. 

These public sector job losses will be balanced out by equal growth in 
the private sector. Continued gains of 200 new jobs are expected in 
the health care industry due to the continued demographic situation 
where Alaska has both an aging baby boomer population and a 
young, under 20 generation. People require the most health care at 
the beginning and end of their lives. 

Oil and gas is expected to grow by 200 jobs despite low oil prices 
because of several large projects underway like Exxon’s work in Point 
Thomson and off-shore investment by Shell. Newer entrants like 
Repsol, Hilcorp and Calleus Energy are also making significant 
investments in the state.

Retail growth is reemerging after the national recession as many 
franchise businesses that were preparing to enter Alaska in the last 
five years are finally following through with their expansion plans 
now that the U.S. economy has rebounded. This area is predicted to 
grow by 300 jobs. Other forecasted contributors to positive labor 
growth include seafood (+200) and leisure and hospitality (+300). We 
are likely to have a record number of tourists visit the state this year. 
Declines of 100 jobs are expected in construction due to low oil 
prices and lower government spending. This also impacts 
professional and business services which is forecasted for a 200 job 
decline in 2015.

U.S. unemployment rate improves, now better than Alaska – 
Alaska’s seasonally adjusted unemployment rate finished the year at 
6.3%, compared to 6.4% at the end of 2013. The comparable national 
rate in December was 5.6% an improvement of over 1% from 6.7% at 
this time last year. 

As seen in the following graph by the Alaska Department of Labor, 
for over five years Alaska had been doing better than the U.S. in 
terms of unemployment. The rate in Alaska in green has been 
relatively stable, despite the national recession and the U.S. rate 
spiked much higher. Now the U.S. rate is improving relatively faster 

than Alaska. This appears to already be affecting population 
migration trends as jobs are more easily found in the lower 48.
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POPULATION 
Population remains virtually unchanged in 2014, first net loss 
since 1987 – The most recent Department of Labor estimate for 
Alaska’s population is 735,601. That is a loss of 61 people net for the 
year. It is significant because it is the first year since 1987 that the 
state did not grow. Since that time there have been 13 years where  
the net in and out migration of people was negative and 13 years 
where it was positive. However, in all the negative migration years, 
the rate of natural increase (births minus deaths) was larger than any 
migration losses.

Over the last decade we have been averaging about 11,000 births and 
3,500 deaths for a net natural increase of about 7,500 per year. 
Natural increase was 7,427 in 2014. Last year there was a much larger 
than normal net out migration of 7,488 people. This is the highest 
level seen since there was a net loss of 19,245 people between 1986-87 
and 15,710 people from 1987-88. The driving factor is likely to be the 
relative improvement of the U.S. and world economy compared to 
Alaska. Also, the aging baby boomer population may be slowly 
retiring out of Alaska. 

The 61 person net loss in 2014 is compared to a 4,471 population gain 
in 2013. To put these last two years in perspective, the average 
population growth for the prior decade was 8,946 per year from 2002 
to 2012. 

Personal income rises 6% mainly due to government transfer 
payments – Total personal income for Alaska was $39.3 billion in the 
third quarter of 2014, according to data released by the U.S. 
Department of Commerce Bureau of Economic Analysis. This is an 
increase of $2.2 billion compared to one year ago, or a growth rate of 
6%. That equates to per capita income of roughly $53,434 in Alaska. 
This is an improvement from the 2.3% growth rate the prior year.

The largest contributor to income growth over the prior 12 months 
was from wages and benefits of $1.1 billion. Another $200 million 
was from gains in dividends, interest and rent. 
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The surprising change was a $900 million gain in “personal transfer 
receipts.” This component of personal income is payments to persons 
for which no current services are performed. It consists of payments 
to individuals and to nonprofit institutions by Federal, state, and local 
governments and by businesses. Government payments to 
individuals includes retirement and disability insurance benefits, 
medical payments (mainly Medicare and Medicaid), income 
maintenance benefits, unemployment insurance compensation, 
veterans benefits, and Federal grants and loans to students. The 
transfer receipt category declined by $82 million between 2012 and 
2013. There is no further detail in the report to determine where the 
significant increase came from last year.

Longer term interest rates are falling – You can see in the graph 
below that over the last year interest rates have been falling for the  
10 and 30 year maturities, while shorter terms have risen. The 30 year 
bond is highlighted by the yellow arrow. It fell 1.07% to 2.58% over 
the last 12 months. Many factors are considered in this trend. First, 
some analysts think the supply of bonds is not keeping up with 
demand as the U.S. Treasury deficit is shrinking. In the last two 
auctions $13 billion in 30 year treasuries were offered and bids 
exceeded $30 billion both times. This pushes prices higher and yields 
lower. Like the U.S., long term yields are also falling in Germany  
and Japan. This is mainly due to a combination of lower inflation, 
which improves real rates of return and lower global growth 
expectations. Several European bonds are offering negative yields and 
there are real fears of deflation. This makes the U.S. relatively more 
attractive to investors. Much of the excess demand noted above is 
from foreign buyers.
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HOUSING  
Home lending activity flat – The Alaska Housing Finance 
Corporation (AHFC) released its third quarter report on Alaska 
housing indicators. It tracks new loan activity for single family homes 
and condominiums in Alaska. The data is based on a survey 
representing approximately 95% of mortgage lenders in Alaska and 
also includes AHFC loans. The survey covered mortgage lending 

activity in the first nine months of 2014.

It reported 6,889 loans were originated statewide for single family 
homes and condominiums for a total amount of $1.8 billion. This is 
nearly identical to the volume in the first 9 months of 2013. Loans 
were done with an average down payment of 11% for the last five 
years. Single family homes accounted for 87% of statewide mortgage 
lending activity with 52% of those loans occurring in Anchorage. The 
Mat-Su contributed 18% of the volume, 10% in Fairbanks, 8% in 
Kenai, 5% Juneau, 2% Kodiak, and 1% in Ketchikan.

10% of total mortgage activity for the quarter was for condominiums 
and only 3% was multi-family. 91% of condominiums were financed 
in Anchorage. Juneau accounted for 5%, and the Mat-Su, Kenai and 
Fairbanks 1%.

Refinance activity slowed rapidly in 2014, but may rise as interest 
rates are falling again – 30 year conventional fixed interest rate 
mortgage loans have been getting less expensive for three decades. In 
1981 they peaked at 16.6% and have undergone a slow and steady 
decline ever since. In early 2009 rates dipped under 5% on average for 
the first time and a surge in refinance activity began. 

According to AHFC statistics, there was less than $200 million in 
refinance loans completed per quarter in Alaska in 2006 and 2007. In 
2008, the average rose to $400 million. Then in the first quarter of 
2009 the activity spiked to $1.4 billion, followed by $1.2 billion in the 
second quarter. During this time, the average 30 year interest rate 
declined nearly 1.5% in six months. 
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The refinance pace slowed somewhat in the last half of 2009, but still 
finished the year with $3.7 billion in refinanced mortgage loans 
according to AHFC statistics. In 2010, the refinance volume declined 
to $2.4 billion, followed by $2.1 billion in 2011. 2012 saw an 
unexpected decrease in interest rates again to an all-time historic low 
of 3.3% by the end of the year. This led to an increase to $3.1 billion 
in refinance activity. 3
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Rates increased throughout 2013 and you can see on the far right of 
the graph, the result has been a steep drop off in refinance activity. 
Rates began declining again last year and finished 2014 at 3.86% on 
average. AHFC data is only available through the third quarter of 
2014 at this time, so we have not yet seen the year end results. Rates 
continued lower in January to 3.71%. This should be a positive trend 
for both home sales and refinance activity this year.

Housing statistics still good relative to the U.S. – The recently 
released survey by the Mortgage Bankers Association shows that 
Alaska continues to have some of the lowest levels of foreclosures and 
delinquencies on residential mortgage loans in the United States. 
Through the third quarter of 2013, Alaska ranked 5th and 7th best in 
the nation out of 50 states in foreclosures and delinquencies of all 
loan types.

The total inventory of foreclosures in process is 0.9% in Alaska, while 
the country has a much larger lingering foreclosure inventory at 2.4% 
due to higher rates during the recession and longer resolution times. 
These rates are an improvement from four years ago when Alaska’s 
rate was 1.4% and the U.S. foreclosure rate was 4.6%. 

Delinquent loans are more than 30 days past due, but not yet in 
foreclosure. Alaska is 5th best behind North Dakota, South Dakota, 
Montana and Hawaii in the overall level of delinquent loans. Alaska’s 
delinquency rate is 3.6%, while the U.S. average is 6% for all loan 
types. This is an improvement for Alaska from 4.8% four years ago. 
The U.S. delinquency rate has also come down more dramatically 
from 9.4% at this time four years ago.

FORECLOSURE AND DELINQUENCY RATES 
(1-4 UNIT RESIDENTIAL PROPERTIES)

National Rank Alaska U.S.

Delinquencies, Total 3Q 2014 5th Best 3.6% 6%

Foreclosures, Total in Progress 7th Best 0.9% 2.4%

Subprime Delinquencies 2nd Best 9.4% 19.3%

Subprime Foreclosures Best in Nation 2% 9.8%

Subprime lending to traditionally non-qualified borrowers was a 
large contributing factor to the national mortgage problems. The 
survey covers 95,176 mortgages in Alaska. 6,110 or 6% were 
considered subprime, compared to 9% nationally. The rate of 
delinquencies and foreclosures on subprime loans is significantly 
higher. However, Alaska is in a far better position and again leads the 
nation as having the lowest level of foreclosures and is second in 
delinquencies for this important category. Subprime foreclosures in 
Alaska are at 2% while the national average is 9.8%. Alaska’s subprime 
delinquency rate is 9.4% compared to the national average of 19.3%. 

Building permits up 430 units in 2014, but still historically  
low – According to the U.S. Census Bureau, the number of building 

permits for new, privately owned housing of 1 to 5 unit buildings 
remained low for the 8th straight year. It had been under 1,000 
units since 2007, but in 2013 it grew 9% to 1,081. Last year saw a 
dramatic jump up to 1,509. However, this is still half the level seen 
10 years ago. 

Growth in single family homes increased from 877 to 1,114 last 
year. The number of duplexes permitted fell from 66 to 50. The 
number of structures with three or four living units decreased 
slightly from 49 to 45.

The other major growth area beyond single family homes was in 
multi-family. The number of structures with five or more units 
climbed from 10 in 2013 to 33 in 2014. In terms of housing units that 
meant a growth from 87 to 300 last year. The biggest challenge has 
been making new construction affordable enough to meet buyer’s 
income levels. There is a shortage of low cost housing in Anchorage. 
Vacancy factors are very low and the number of existing homes 
under $350,000 is in short supply. It appears builders have started to 
take more risk in this market segment, likely aided to some extent by 
government subsidy programs. Anchorage is expected to follow other 
growing cities by becoming denser, building vertical and 
redeveloping older properties. 

ALASKA BUILDING PERMITS 
(NUMBER OF NEW, PRIVATELY OWNED HOUSING,  

1-5 UNITS AUTHORIZED)
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Written by Mark Edwards, SVP Commercial Loan Unit Manager and 
Bank Economist with Northrim Bank. He was an adjunct professor of 
economics at Alaska Pacific University. Mark served the State of Alaska 
as its state economist in the Department of Commerce and the 
Department of Revenue, and as the Director of the Office of Economic 
Development. He has a B.A. in Economics from the University of 
Virginia and a Master’s Degree in International Business from the 
Thunderbird School of Global Management. 
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