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What is the Beige Book?  The Beige Book is a general summary of important sectors within the economy.  It is written by every region of the Federal Reserve and released two weeks prior to the FOMC meeting.  This provides a general guidance for economists to predict interest rates.  The Beige Book doesn’t contain economy changing information instead it is just a timely summary of the changes in the last period. 

The Federal Reserve Bank of Minneapolis was established in Helena, Montana in 1921 to “regulate and provide services to the state’s banks.” This is the Ninth Federal Reserve District. Included in this district are: Minnesota, Montana, North and South Dakota, twenty six counties in northwester Wisconsin and the Upper Peninsula of Michigan. 

The Ninth District has a “diverse economy” ranging from the tourism, timber and metal mining from the Rocky Mountains as well as from the Upper Great Lakes, wheat farming and ranching from the central district and the resource of over 90 percent of the nation’s iron ore. Last year, the Federal Reserve Bank of Minneapolis earned $603 million dollars. $21 million of the earned income were due to services to government agencies; $476 from open market operations; $11 million from interest on foreign currencies; $46 million from priced services to Ninth District; $48 from net gain on foreign currency transactions and $1 million from loans made by its discount window.

2003 Best and Worst

Consumer Spending
October 15 Best 
Consumer spending was up an average of 5.7%. Most stores were reporting a possibility of this could be strong back to school sales and tax rebate checks for many families could have helped this.  High end stores were not doing as well in apparel but their jewelry sales were exceptionally high. Auto sales were slow and the demand for trucks has been falling especially in rural areas.
April 23 Worst 

Consumer spending was slow compared to a year ago because of the war break out and coverage. Stores noticed and immediate drop in sales as soon as the war started.  Average sales were down 7%. However in smaller cities the effect wasn’t as strong and sales remained about the same.

Tourism and Service
November 26 Best 
Tourism has been flourishing due to good weather.  Hunting licenses have risen by 14% in Wisconsin.  In Montana tourism has been strong in the Glacier National Park and future inquires have risen. In South Dakota the Black Hills have been slow but sales have risen so they compensate.

January 15 Worst
Tourism is struggling because of low snowfall. In South Dakota the Black Hills reported alright ticket sales for downhill skiing but snowmobiling was off 70%.  Montana ski resort reported slow lift tickets but lodging reservation are ahead so there is a brighter outlook.

Manufacturing
November 26 Best
The Minnesota area is doing much better and the Dakota area continues to grow.  Expected sales are rising so employment and capital spending is increased to keep up with production.  Beef processing plant opened up and a computer component producer will reopen.  There were still 2 closures a shoe maker factory and a compressor manufacturer.

April 23 Worst 

Manufacturing was slow mostly due to decreased new orders.  This has a direct effect on a pipe fabricator company; tool manufacturing company and a video monitor factory are closing.  There is increased activity in the Dakotas and a new ethanol plant is being built there.

Real-Estate and Construction

November 26 Best 
Construction is leveling off with is a good thing since it have been low for the most part of the year.  More office space is expected to be filled rather than vacated.  Commercial building is slow in the western part of Montana.                          
Home building and residential construction is up by 14%.  Home sales for mid-priced homes were strong and refinancing was steady.  Home builders reported strong fall activities.

June 11 Worst
Commercial real estate was slow and large construction was down 10%.  Vacancy was at historical highs and rents were affordably low.  There was a surplus of office space, industrial space was available and retail space is doing okay.                                                                                                                       
Home sales were up 8.7%.  Real estate firms expect fewer permits for multiunit housing in 2003. Vacancy rates for apartments are 7.4% which up form 5.6% from the previous year. 

Agriculture

July 30 Best 
The majority of crops, including pastures, livestock, corn and soybeans were rated by the U.S. Department of Agriculture as good or excellent condition.  The wheat crop harvest in South Dakota is expected to increase 340 percent compared to the drought of 2002.  However, milk prices have consistently been unfavorable with prices remaining depressed.

 

September 03 Worst 

 

The state of Minnesota reported soybean infestations, with a lack of moisture to crops and livestock reported throughout most of the district.  The pastureland in Montana and South Dakota were rated by the U.S. Department of Agriculture as poor or very poor condition.  However, the Minneapolis Fed’s June Survey of Agricultural Credit Conditions said 35 percent of lenders expected above average farm income during the third quarter and the USDA rated about three-quarters of the Minnesota and North Dakota wheat and barley crops as good or excellent condition with the summer dry weather assisting small grain harvests.

Natural Resource Industries

September 03 Best
 

August district oil and natural gas exploration increased slightly from early July.  In the district, a power plant, gasoline refinery and wind and ethanol facilities are in development or design with the majority of the district iron ore mines operating at near capacity.  Cost cutting and productivity enhancements were accounted at several mines with a Montana copper mine planning to reopen in the fall.

April 23 Worst 

 

The oil and natural gas exploration levels of April were equal with early March, but the mining sector was down slightly.  An iron ore mine in northern Minnesota announced plans to shut down due to temporarily weak orders and the start of the Great Lakes shipping season has been delayed due to unseasonably cold weather.  According to an iron mining official, this may cause the mine production to be reduced.

Labor Markets

July 30 Best 

As of July, 900 state employees have been laid off to reduce the budge deficit of Minnesota with job vacancies declining 22 percent during the second-quarter compared with a year ago.  A call center, lumber processor and a video gaming machine manufacturer in Montana will lay off resulting in a loss of 659 jobs by year end and a road equipment manufacturer and an electronics manufacturer in South Dakota will lay off resulting in a loss of 200 jobs.  

 

However, in Minnesota, a medical technology firm plans to add an estimated 1,000 jobs and in Montana, employment is expected to be steady to growing during the remaining months of 2003.  According to a recent survey by the Minneapolis Fed, 4,000 Minnesota businesses expect to increase employment during the next six months by 11 percent and according to a recent survey by employers of Minnesota, businesses expect to increase employment during the third-quarter by 7 percent.  In the Upper Peninsula, construction firms and manufacturing firms plan to increase employment rather than decrease employment, according to a survey by Northern Michigan University.

 

March 05 Worst
 

A high-tech manufacturing company in Rochester, Minnesota plans to lay off 550 employees by June, a financial service organization in Minneapolis plans to lay off 500 employees, a bus manufacturing plant in North Dakota plans to lay off 230 employees and a credit card issuer in Minnesota plans to reduce jobs by 100 employees.  The local government in several areas of the district, state and local governments have stated budge problems and may address the situation with job reductions, including 1,000 Minnesota state workers could be laid off by the end of June with school districts in Michigan reducing state aid may also result in layoffs.

 

However, in Duluth, Minnesota, a health benefits company plans to hire 60 to 70 employees over the next six months.  In South Dakota, a call center has recently hired 160 employees and intends to hire 175 more and a telemarketing company plans to hire 50 employees with another call center in Billings, Montana planning to hire 50 employees.

Wages and Prices
September 03 Best 
For 2003 wages and prices reported by the Minneapolis Beige Book are overall modest.  There were no major changes in this sector.  All the quarterly reports state that prices remained relatively stable. The wages were mixed; the average wage for hired workers on farms in Minnesota, Michigan and Wisconsin increased 12 percent compared with 2002.  Some of these increases, reported by the “Quarterly Business Report” from Minnesota, were due to employment compensations.

March 05 Worst 

There were significant price increases in heating costs, gasoline and tuition in the report dated March 5, 2003. However, the temporary increases in prices on these sectors appear to have returned to normal according to the April 23, 2003 report. The wages were mixed, as throughout the year many Minnesota businesses reported wage increases of approximately 3 percent in the July 30, 2003 report and by the end of the year September 3, 2003, the average wage for hired workers on farms in Minnesota, Michigan and Wisconsin increased 12 percent compared with 2002. Some of these increases, reported by the “Quarterly Business Report” from Minnesota, were due to employment compensations.

Banking and Finances

The Ninth District of Minneapolis does not report the banking and financing sector. Information is unavailable for the region.  As of January 1999, the Minneapolis Federal Reserve stopped reporting the banking industry on its Beige Book. Its main focus sector seems to have become the agricultural and manufactory industry.

Monetary Policy Recommendation

There are two reports for the 2003 Monetary Policy recommendations obtained from the Monetary Policy Report to the Congress.  One dated February 11, 2003 which has data from 2002 and 2003. The second has data for 2003 and the forecast for 2004. 
The February report suggests that the economy has remained slow-moving at end of 2002 and beginning of 2003. The household sector has stayed at solid growth pace and on increasing demand as well as vehicle sales due to the “aggressive” discounting from manufacturers. Ongoing situation with Iraq and Venezuela have prevented oil prices to slow price increases. The economic projections for 2003 look positive.  “The Federal Reserve policymakers believe the most probable outcome for this year to be a pickup in the pace of economic expansion” According to the report, this expansion is expected due to stronger demand for U.S. exports, productivity gains and investment expansions. However, the data suggests that consumer prices will increase due to increases in energy prices projected.  In the July 15, 2003 report, the February forecast for the remainder of 2003 was right on target. The U.S. economy has improved. Real domestic product has continued to rise throughout the year at 2 ½ to 2 ¼ percent. The economic activity is projected to strengthen at the end of 2003 and beginning of 2004.

2004 Best and Worst

Consumer Spending
April 21 Best 
Sales were generously high with average increase of 10%.  Auto sales were up after a very slow start. Forecast for the upcoming year looks strong.

September 08 Worst 

Overall the whole year was pretty good so this is the least sales growth of 0-2%. Summer and back to school sales were good with an increase of 6%.  Automobile sales were a little less compared to last year.

Tourism and Services

April 21 Best
The winter season finished off strong.  Snowmobiling and skiing was well above avg.  Convention booking for spring was up by 25%.  Yellowstone National Park is at a loss of 18% mostly due to their new snowmobiling regulations.

July 28 Worst 

Tourism was substantially low because of usually cool weather.  Bookings have increased. Tourism on reservations has also increased.

Manufacturing
December 01 Best 
Strong activity is reported throughout the region.  This whole year has been a strong year for manufacturing.  Many industries are flourishing and expanding. A cabinet producer adds an extra warehouse and a finishing facility.  Snowplow maker expanded, a North Dakota bakery adds $2 million in processing equipment and a Wisconsin food processor adds a new production facility.

April 21 Worst 

Manufacturing has been exceptionally well this year so this is the worst month although it is still a very good month.  There is an increase in activity in the Dakota and Minnesota areas. A strong Demand has led to an increase in work shifts being added, more employees and additional machinery. On the negative side an industrial baking equipment manufacturer has reduced production due to lower orders, and ammunition producing plant has shut down and moved production out of the district and an industrial automation company will close a plant and relocate production to other facilities.

Real-Estate and Construction
December 01 Best  

Commercial real estate is experiencing a large increase.  In office spaces there is a high rate of absorption and lower vacancy rates.  Medical office space market is also expanding.  Industrial real estate is also gaining.  A $42 million beef processing plant is set to open up in South Dakota.  Large scale construction contracts have risen by 17%.                                                                                   
Residential construction has been strong through out the whole year.  Residential construction has also increased throughout the whole region.

April 21 Worst 

Commercial construction was slow.  Contracts for large projects were down 1%.  Permits for commercial construction were also down.  Vacancy rates are at 20% and rental rates in office building are 15%.                                                                      
Real estate activity has been growing.  Home sales were brisk in February and March.  Average closings were at 2%.  Housing units authorized was down 4% and apartment vacancy rate was topped out at 10%. 

Agriculture

June 16 Best  

 

The U.S. Department of Agriculture reported May prices for livestock, hogs, and broilers increased from April and that the expected May milk prices in Wisconsin would increase to a record $21.50 per hundred pounds.  Corn and soybean prices decreased slightly but remained at high levels and the crop progress was ahead of last year.  The spring rainfall was much needed to relieve the district drought conditions; however, too much rain in some fields in the eastern portions of the district may require replanting with the western part of Montana continuing its drought conditions.

 

January 14 Worst 

In January, the U.S. Department of Agriculture discovered a cow infected with mad cow disease, disrupting the cattle industry with several countries closing their borders to importing U.S. beef and live animals, which in turn caused the price of cattle to decrease significantly.  A large crop harvest and a shortage of storage space and rail cars caused record amounts of grain to be stored on the ground in North Dakota with drought conditions existing across most of the district. 

 Natural Resource Industries
June 16 Best
 

Since mid-April to Late May, district oil and natural gas exploration and production increased slightly with prices for the majority of the district mining commodities remaining strong.  Iron ore mines in the district continued to produce at capacity with the shipping season in the Great Lakes improving due to water levels and traffic flow compared to the low volumes in 2003.  In Montana, some mine workers received profit-sharing checks, the first time in almost five years, with the operating mines producing at near capacity.

 

October 27 Worst
 

In October, the district oil production increased from the previous month with an increase in oil prices causing an increase in drilling activity.  The majority of the iron ore mines continued to produce at capacity with an expansion planned for two mines in northern Minnesota.  However, the operating mines in Montana experienced ore quality problems and problems with the new equipment, which hindered output.  One Montana office stated October “had been a tough month.”

 Labor Markets
June 16 Best 
 

Nonagricultural employment increased 1.3 percent in April compared with the same month last year, the largest year-over-year increase since January 2001.  In South Dakota, a turkey processing plant plans to employ 1,000 employees, in Minnesota, a defense contractor plans to increase employment by 200 with a credit card processor expanding by 50 employees and in the Upper Peninsula, a new power plant plans to employ 26.  In Minnesota, unemployment insurance decreased 30 percent during April compared with a year ago.

 

However, in Wisconsin, a desk assembly plant plans to close reducing 51 jobs and in Minnesota, a major disk-drive manufacturer plans to reduce its total work force by 7 percent from 3,500 to 3,255.

 

September 08 Worst 

 

Nonagricultural employment increased by 1 percent in July from June in district states from that of July last year.  In Minnesota, unemployment claims have decreased by 19 percent in July compared with a year ago and job vacancies increased to 5.1 vacancies per 10 unemployed people compared with 3.5 vacancies per 10 unemployed people in the second quarter of last year.  In northwestern Montana, it was reported that finding people to fill job openings were becoming more of a challenge.

 

However, in Montana, a medical claims company plans to employ 250 workers and in Minnesota, a window manufacturer plans to employ 300 temporary workers.  Also in Minnesota, a folding-carton plan will close in December reducing 170 jobs, in Montana, a call center laid off 50 employees and in Wisconsin, a computer company laid off 25 employees.

Wages and Prices
Once again, for 2004 the Beige Book shows that in general wage and price increases were moderate and mixed. In June 16, 2004 there were signs of price increases that included tuition and a number of commodities and manufacturing and construction inputs. By July 18, 2004 it was reported that the price increase had affected markets of building materials, food products and freight due to gasoline price increases. However, in the October 27, 2004 Beige Book report, price increases had balanced. In the wages sector, 2004 seems to have been a stable year. No changes were reported throughout the year. Wage increases stayed at normal levels between 2 and 3 percent and health care benefits were the main reason of the moderate increase. In the middle of the year, health care issues have caused disruptions in Minneapolis where 2,000 bus workers were on strike mainly due to health benefit disputes, noting a slight upward pressure on wages during this time. By December 1, 2004, it is reported a slow paced wage increases of 3 percent for the year.

Banking and Finances

The Ninth District of Minneapolis does not report the banking and financing sector. Information is unavailable for the region.  As of January 1999, the Minneapolis Federal Reserve stopped reporting the banking industry on its Beige Book. Its main focus sector seems to have become the agricultural and manufactory industry.

Monetary Policy Recommendation

There are two reports for the 2004 Monetary Policy recommendations obtained from the Monetary Policy Report to the Congress. One dated February 11, 2004 which has data from 2003 and 2004. The second has data for 2004 and the forecast for 2005.

At the end of 2003, the Monetary Policy Report FOMC participants anticipate inflation for 2004 to be low and remain steady throughout the year. However, there are reported uncertainties due to the war in Iraq that could influence spending and investing decisions for consumers and producers. The FOMC participants anticipate that the real economic activity will be associated with the gradual decline in the unemployment rate and that it will average between 5 ¼ and 5 ½ percent. The July 20, 2004 Monetary Policy Report to the Congress claims that the expansion in the U.S. became increasingly well stabled but the pace of inflation picked up from the low rate anticipated. There have been reports of job creation, gains in investments and businesses have increased hiring and capital spending. The fiscal and monetary policies have been stimulating the economy along with the financial markets and are likely to remain a considerable influence for the growth in real GDP. However, the committee remains concern with the weakness of the labor market and that this might slow the growth for the remainder of the year. The February 2005 Monetary Policy Report to Congress confirms that the economy grew in 2004 and the expansion is expected to continue for 2005. “With fiscal policy simulative, monetary policy accommodative and financial condition favorable, household spending remained buoyant and business increased investment in capital equipment and inventories.” Due to the stability of the economic activity in 2004, the FOMC began to reduce the substantial degree of monetary adjustment that was in place. This gradual removal of monetary policy is expected to stimulate the continued growth as the economy expands at a constant pace and maintains its balance. For 2004 household net worth increased, real state assets continue to rise as well as gains in equity. The decrease of the U.S. dollar exchange value have increased the demand for exporting goods and the aggregate supply is appears to be favorable. Consumer price inflation remained low and long term price inflation has been contained. 

Last Business Cycle Best March 1991- November 2001
Consumer Spending

Since this is a long period of time there were many, many fluctuations in consumer spending.  Surprisingly consumer spending was weak in the early 90’s for awhile.  I observed a general trend that in January the sales were always reported moderately higher than the other months and in March they were always lower due to the effect holiday spending has.  They also mentioned increased sales of luxury items such as jewelry, leather and others more times than usual.  Auto sales were surprisingly high for the most part even though some of the months were reported lower and they were horrible in the early 90’s as well. Consumer Spending has gone up steadily due to the increase in wages over the past 10 years.  This cycle finished off especially weak due to negative effects of 9/11.

Tourism and Services

Tourism started out generally good then just kept getting better until it dipped from 1996 to 1998, then in 1999 it picked back up again although not for long until the 9/11 attacks which threw it off.  Tourism was good for the most part due to good weather until 1996 mostly because there were heavy snow storms those years.

Manufacturing

Manufacturing started of slow with quite a few shutdowns this turned around in the middle and finished off weak.  The manufacturing sector was doing well. The work orders kept increasing for everything. In 1999 there were concerns with manufacturing involving energy prices. These weren’t severe concerns just general which affected manufacturing and slowed it down a little.  After this it never fully recovered and kept bouncing up and down.  In November manufacturing was still low
Real-Estate and Construction

Both of these started out mixed on the weaker end in the 1991-1992.  In mid-92 construction started picking up and so did real estate mostly with apartments and multi-family units. After this both were booming and continued this way.  In the later years such as 1997 the real estate market was getting brisk because of all the demand.  In 2000 the construction and real estate markets began to calm down a little yet they were still growing.  Construction finished off mixed because commercial construction was slow yet other construction was doing well and real estate was slow.
Agriculture

Actual or expected yields were very good for most crops across the district.  An increase in precipitation hurt the agriculture crops, but the livestock areas of pasture and range conditions were the best in previous years.  Throughout 1994 and 1995, the crop district continued to have ideal conditions.  In 1997, colder weather conditions hurt some of the agriculture crops, but the crop conditions were still generally good.  The trend of very good yields for most crops across the district continued throughout 1998 into early 2001 with higher yields.

Natural Resource Industries
In early 1991 and 1992, the mining industry was slightly depressed with gold and copper prices being below average prices.  In late 1994, the mining and forestry industries had a strong demand and favorable prices.  In 1997, oil drilling continued to be strong, however, iron mining slowed.  During 1998 and the first part of 1999, oil drilling remained stagnant with below record levels but soon increased in late 1999 with the energy sector increasing significantly in the early 2000s.

Labor Markets

Throughout 1990 to 1993, labor markets remained constant.  However, beginning in 1994, labor markets increased and average two to three percent higher than years past.  The increased continued throughout the 1990s with low unemployment and low plant closures and layoffs.  However, beginning in late 1999 and 2000, businesses attempting to find employees had difficulty filling positions.

Wages and Prices

According to the National Bureau of Economic Research, the last best business cycle was from March 1991, when the U.S. economy reached a trough of activity, to November 2001 when the U.S. economy reached the latest trough. This business cycle lasted 128 months, exactly ten years and three quarters. During this business cycle, the U.S. Nation reaped the positive effects of business deregulation of the 80’s as well as the increase in international trading. The deregulation process freed interest rates deposits ceiling and allowed businesses to engage in higher risk activities which in turn had high returns on investments. At the time of the expansion period, from March 1991 to March 2001, the Minneapolis Federal Reserve reports wages to have increased and continue to maintain upward pressure as of August 1994. Prices have also been increasing but shifting from some consumer products to decreases for other manufacturing products. On the report dated December 6, 2000, the Ninth district reports stable wages and prices. At the time that the recession hit its trough on November 2001, the Minneapolis Federal Reserved had maintained relatively moderate wages and prices. 

Banking and Finances

According to the National Bureau of Economic Research, the last best business cycle was from March 1991, when the U.S. economy reached a trough of activity, to November 2001 when the U.S. economy reached the latest trough. This business cycle lasted 128 months, exactly ten years and three quarters. During this time, the Ninth District’s Beige Book report for the banking sector is only available for 1998. Based on the information available the, the Minneapolis Federal Reserve reports that 1997 was a very profitable year for many banks and expect 1998 to be even better. In the March 18, 1998 report, the Ninth District claims that demand for loans and liquidity have substantial variation, it’s a mixed result. By the end of the year on December 12, 1998 loan growth had slowed down a bit, however, competition remains fierce among the banking industry in the Ninth District.

Monetary Policy Recommendation
According to the National Bureau of Economic Research, the last best business cycle was from March 1991, when the U.S. economy reached a trough of activity, to November 2001 when the U.S. economy reached the latest trough. This business cycle lasted 128 months, exactly ten years and three quarters. During this business cycle, the U.S. Nation reaped the positive effects of business deregulation of the 80’s as well as the increase in international trading. The deregulation process freed interest rates deposits ceiling and allowed businesses to engage in higher risk activities which in turn had high returns on investments. At the time of the expansion period, from March 1991 to November 2001, the Minneapolis Federal Reserve reports wages to have increased and continue to maintain upward pressure as of August 1994. Prices have also been increasing but shifting from some consumer products to decreases for other manufacturing products. On the report dated December 6, 2000, the Ninth district reports stable wages and prices. At the time that the recession hit its trough on November 2001, the Minneapolis Federal Reserved had maintained relatively moderate wages and prices
Last Business Cycle Worst July 1980-November 1982
Consumer Spending

Consumer spending was very disappointing.  Stores started to offer incentives and heavy discounts in order to rise spending. Auto sales were also very low. The few months that autos were doing better they would think it was almost out of recession time then fall back the following months.  Towards the end the auto sales and consumer spending did revive.  It was mentioned that because of the wealth effect consumer spending has risen.

Tourism and Services

Tourism was not too relevant at this time. The only times it was really mentioned was when there was strong activity. Tourism did well a few months out of the two years.

Manufacturing

Manufacturing was highly depressed. The work orders were going down every period. The inventories were wearing down while production had depressed.  There was lowered purchasing activity especially on durables, steal and other metal products.  There were many plant shutdowns along with this extreme slowdown.

Real-Estate and Construction

Real estate was a big problem at this time.  Mortgage rates were going up while there was lowering activity.  Real Estate suffered throughout this time period.  Although construction was slow there was non-building construction going on, such as sewers, energy plants, roads/highways and other government funded projects.

Agriculture

Favorable weather in the later months of 1980 proved to be favorable for the agriculture production with the production rated as overall strong.  The income of crop farmers, who account for about half of the district's farm income, continued to increase until early 1981 when the prices leveled.  In early 1981, drought raised concerns for the district and prices and crops were below average levels.  In late 1981, the higher value of the dollar, by depressing international demand for the district's crops, continued to keep farm prices down.  As of 1982, the continuous decline in farm income has strained farms and farm related businesses causing bankruptcy and the closure of many farms.  

Natural Resource Industries

In late 1980, industrial activity became sluggish due to interest rate increases.  In mid 1981, manufacturing and mining remained depressed and a strike in Minneapolis increased the pessimistic outlook for the natural resource industry.  As of early to mid 1982, the manufacturing industry increased but manufacturing generally was weak and the iron mining industry remained depressed as well, but iron mining recently showed signs of improvement.  In late 1982, workforce layoffs and plant closures continued the industry decline.
Labor Markets

In early 1981, several instances of strikes throughout the district have increased the sluggishness of the labor markets.  The unemployment rate also reached record highs of 10.2% during the recession of the early 1980s.

Wages and Prices

According to the National Bureau of Economic Research, the last worst business cycle was from July 1980’ trough to November 1982’s trough. This is the second shortest business cycle recorded by NBER lasting only 28 months. (The first worst business cycle being January 1920 to July 1921) During this period, the Minneapolis Federal reserve reported that in December 1980 and January 1981, the Ninth District business conditions remained sluggish as well as in bank lending. In addition, at the beginning of 1981 price changes in the agriculture sector and moisture levels which could damage crops hint that they might not remain as good as expected by the end of the year. By March 1981, price declines and drought continued to threaten agricultural producers. By the end of 1982, the overall weakness in the Ninth District's economy was reflected in a continuing slackness in bank lending.  By March 1982, the Minneapolis Federal Reserve had only three positive signs: “the winter sports industry was still thriving, high technology manufacturing seemed to be expanding, and the iron mining industry, although still depressed, resumed some operations”. In May 1982, it faced disappointed evidence that the positive economic effects that winter sports would bring were diminished. The Ninth district is in serious trouble. It reports “we see scant evidence of a turn-around in the Ninth District so far.” However, by December 15, 1982, after many months of waiting, the Ninth District economy had finally begun showing a few definite signs of recovery.
Banking and Finances

According to the National Bureau of Economic Research, the last worst business cycle was from July 1980’ trough to November 1982’s trough. This is the second shortest business cycle recorded by NBER lasting only 28 months. The Beige Book report dated October 14, 1980 give account of the effects of high interest rates which has discourage lending at district financial firms. By the end of 1980, bank lending continues to be weak and banks have excess reserves to lend. In June 30, 1981 it’s reported that the financial developments continue to appear sluggish as well as bank lending. By December 1982 the end of recession, the decline in interests rates still have not had significant changes in the lending and financing. Business borrowing has not increased but district corporations do appear to have slight increases in borrowing in primary securities.

Monetary Policy Recommendation

According to the National Bureau of Economic Research, the last worst business cycle was from July 1980’ trough to November 1982’s trough. This is the second shortest business cycle recorded by NBER lasting only 28 months. (The first worst business cycle being January 1920 to July 1921) During this period, the Minneapolis Federal reserve reported that in December 1980 and January 1981, the Ninth District business conditions remained sluggish as well as in bank lending. In addition, at the beginning of 1981 price changes in the agriculture sector and moisture levels which could damage crops hint that they might not remain as good as expected by the end of the year. By March 1981, price declines and drought continued to threaten agricultural producers. By the end of 1982, the overall weakness in the Ninth District's economy was reflected in a continuing slackness in bank lending.  By March 1982, the Minneapolis Federal Reserve had only three positive signs: “the winter sports industry was still thriving, high technology manufacturing seemed to be expanding, and the iron mining industry, although still depressed, resumed some operations”. In May 1982, it faced disappointed evidence that the positive economic effects that winter sports would bring were diminished. The Ninth district is in serious trouble. It reports “we see scant evidence of a turn-around in the Ninth District so far.” However, by December 15, 1982, after many months of waiting, the Ninth District economy had finally begun showing a few definite signs of recovery.

Last Business Cycle Peak – March 2001

 The last business cycle peaked during March 2001 and was on a decline but fell considerably due to the September 11, 2001 terrorist attacks.

 

Consumer Spending

The Beige Book report dated March 7 shows increases in retail sales in North Dakota up 2 percent to 4 percent compared to January of last year.
 

Tourism and Services

Businesses are reporting an increase in tourism due to the winter season. Four year record highs are recorded for snowmobiling and trailing. Chamber of Commerce identified an increase in restaurant and lodges in northwestern Wisconsin. In Montana, ski resort bookings are up.
 

Manufacturing

Manufacturing activity and industrial production decreased considerably.  Gross Domestic Product increased slightly but was not significant enough to denote a business cycle peak.  

 

Real-Estate and Construction

This sector has remained solid but appears to be slowing down. Engineers and architects in Minnesota, North Dakota and South Dakota expect their workloads to increase or stay at the same level.
 

Agriculture

Farmers’ financial conditions have deteriorated based on the results of the Ninth District’s first quarter survey of credit conditions for this sector.
 

Natural Resource Industries

The energy and mining sectors have continued to “swell.” District oil and natural gas exploration remained above year-ago levels. However, a Montana aluminum smelter and a copper mine remained shut-down due to high electricity prices.
 

Labor Markets
Unemployment increased 0.4 percent showing signs of loosening. Sioux Falls, S.D. reported a large pool of applicants than expected for 400 positions. 
Wages and Prices
On November 26, 2001, the National Bureau of Economic Research announced the last business peak to be during March 2001.  On March 7, 2001 the Minneapolis Federal Reserve reports that the economy is mixed, certain sectors are declining and others are stalled.  The wage increases are moderate and overall, price increases are controlled, but costs are expected to increase for energy, health care and housing.
Banking and Finances
The Ninth District of Minneapolis does not report the banking and financing sector. Information is unavailable for the region.  As of January 1999, the Minneapolis Federal Reserve stopped reporting the banking industry on its Beige Book. Its main focus sector seems to have become the agricultural and manufactory industry.

Monetary Policy Recommendation

In the early months of 2001, borrowing appears to have picked up; therefore the monetary policy seems to have eased up in early January. Economic growth is appearing to be diminishing from it recorded potential rate. Unemployment is expected to increase a few more percentage points. Forecast for unemployment is 4 ½ percent for the next two quarters.
Last Business Cycle Trough – November 2001
Consumer Spending

Consumer spending is down but auto sales are still strong due to incentives offered by manufacturers. There’s anticipation of less retail sales even during Christmas. By contrast, a major Minneapolis based department store has reported an increase in sales of 2 percent.
 

Tourism and Services

Recent air traffic at a central Montana airport is at a 20-year low. Hotel occupancy in St. Paul was off about 10 percent in October compared with a year ago. 
 

Manufacturing

Real Gross Domestic Product rose moderately and industrial production and sales decreased significantly.

 

Real-Estate and Construction

Commercial constructions, the value of commercial contracts and project have decreased. Billings, Mont., and Sioux Falls, S.D., have reported a downturn in real-estate purchases. A commercial real estate consultant reported that the office vacancy rate in downtown is higher than last year.
Agriculture

Agriculture sector has “deteriorated.” Cattle prices have dropped about 10 percent which might have a negative effect on repayments on bank loans. Results from a survey disclosed that agricultural customers had below-normal profits over the past three months, while only 8 percent reported above-normal profits.
 

Natural Resource Industries

Mining and energy activity is sluggish. November reports show district oil and natural gas explorations as well as productions levels are down. A Minnesota and an Upper Peninsula iron ore mines have reduce its productions as of mid October due to a decrease in orders from steel producers.
 

Labor Markets

As of November 2001, the unemployment rate has increased from 5.6 percent to 6.4 percent, which is an average loss of one million jobs.  The unemployment rate decreased due to inverse effects of employment and labor force.

Wages and Prices                                                                                              
On July 17, 2003 the National Bureau of Economic Research reported the last business cycle trough to be during November 2001.  Economic activity in the Ninth District decreased in late October and early November but wages and prices had remained stable after the September 11 attack. Preliminary results of the Minneapolis Fed's business conditions survey, almost 95 percent of respondents (up from 67 percent a year ago) expect wages to increase no more than 3 percent in 2002.  
Banking and Finances                                                                                              
The Ninth District of Minneapolis does not report the banking and financing sector. Information is unavailable for the region. As of January 1999, the Minneapolis Federal Reserve stopped reporting the banking industry on its Beige Book. Its main focus sector seems to have become the agricultural and manufacturing industries.
Monetary Policy Recommendations

The devastating events of September 11 have had a further set back for the Ninth Districts economy. Uncertainty about the future has prevented firms and consumers to hold investing and spending. In the first few days after the attack, The Federal Reserve had to maintain the “infrastructure of the financial markets and to provide massive quantities of liquidity to limit potential disruptions to the functioning of those markets.” The FOMC has cut the target federal funds rate to accommodate any changes in risk aversions.

January 19, 2005
Consumer Spending

Consumer spending grew.  Sales were up an average between 2.5%-5% although some stores didn't do as well.  Sales for snow removal and winter recreational products were suffering; this could have been due to low average snowfall, along with discount store sales.  Jewelry sales were exceptionally well.  Winter sales were reported very high with an increase in gift card sales by 45% and store sales up 7%-10%.

Tourism and Services

Tourism throughout the winter months was sluggish due to the decreasing amounts of snowfall in the district.  All sports and activities that required large amounts of snow, such as skiing and snowmobiling were anything but active.  That led to a great turnout for the Junior World Hockey Championship which showed 125,000 fans to support their teams.  Other areas around the great lakes did not show a decrease in activity due to the “lake effect” snow coming from Lake Superior.

Manufacturing

Manufacturing firms are expected to raise production in Minnesota and the Dakotas significantly throughout the first quarter.  Plans are in progress for expansion in Minnesota to plants that currently are producing materials such as a plastic parts factory and a tooling company.  In South Dakota expansion is being looked into as well however a whole new cooling system manufacturer is building a $7 million plant.  Overall capitol spending is likely to increase for 2005.

Real-Estate and Construction
Construction for commercial contracts is stable from what it was the year before.  Residential building remains on a steady increase coming from the end of 2004 into the 2005 year.  Construction companies involved with condominium and other personal home building are expected to remain busy throughout the winter months.

Real estate sales were considerably higher at the end of 2004 for the industrial side.  Commercial real estate gained about 212,000 square feet of space but experienced a higher vacancy rate.  Personal homes have increased to almost 16 percent then the preceding year.  Most of the increase was due to the increasing demands for condominiums.

Agriculture

 

In March 2005, the Canadian border to live cattle imports is expected to reopen causing some districts to be nervous about cow and calf prices.  In Wisconsin, U.S. Department of Agriculture expects milk prices to average $17.40 per hundred pounds in December 2004 and in Montana, the 2005 winter wheat crop was rated 65 percent by the USDA as good to excellent, despite little snow to protect the wheat against freeze or wind damage.

 

Natural Resource Industries 

 

Mining companies across the district are expanding production with iron ore production increasing.  In Montana and across the district, increased mining activity and interest has been reported with additional wait time for machinery, requiring up to a two-year wait.  Also, the Bureau of Land Management has reported in Montana record high prices for oil and gas lease rights for land.

 

Labor Markets

 

Non-agriculture employment in the district during November 2004 was 1.6 percent above year-earlier levels, being the highest year-over-year increase since September 2000.  In North Dakota, a heavy equipment manufacturer will hire 100 employees, in Wisconsin, a transport company will hire 162 new employees over a three-year span, in Sioux Falls, a manufacturer of lubrication equipment will hire 40 employees and in Montana, a railroad hired more than 200 new employees during 2004.  In Minneapolis-St. Paul, 20 percent of temporary staffing agencies plan to hire more employees in the first quarter of 2005, with 10 percent decreasing their staffing levels.

 

However, a freezer manufacturer reduced 230 jobs in December and a software company plans to lay off 75 employees in Minnesota.  In northern Minnesota, a paper mill plans to reduce about 60 jobs and in central Minnesota, a mail sorting operation will close, reducing 24 jobs.

Wages and Prices

The Ninth District of Minneapolis reports a moderate wage increase and price increases in a number of products such as pork by 20 percent, fertilizers by 30 percent while manufacturing as well as construction materials were higher than a year ago.

Banking and Finances

The Ninth District of Minneapolis does not report the banking and financing sector.  Information is unavailable for the region.  As of January 1999, the Minneapolis Federal Reserve stopped reporting the banking industry on its Beige Book.  Its main focus sector seems to have become the agricultural and manufacturing industries.

Monetary Policy Recommendations

The Federal Reserve and policymakers expect “the economy to expand moderately and inflation to remain low in 2005 and 2006.” It’s expected a growth between 3 ¾ and 4 percent for real GDP and unemployment rate to average 5 ¼ percent in 2005. The FOMC participants expect the price index for personal consumption and expenditures to increase between 1 ½ and 1 ¾ percent for 2005 and 2006, somewhat similar to the 1.6 percent projected back in 2004. So far, for 2005 it appears that the consumer demand has been boosted by the increases in asset values. The next Monetary Policy Report to the Congress is scheduled to be released by July 15, 2005. But the information that the Committee reviewed at its February 2005 meeting indicated that the economy had continued to expand at “a steady pace.” It’s expected that the labor market will improve and consumer spending will remain “robust.” 

March 09, 2005

Consumer Spending

Retail sales continue to increase since the last report.  Same store sales were incredible this report with and average increase between 9%-19%.  There are mixed outlooks from stores 44% expect sales to increase while 27% expect them to decrease.  Surprisingly gift certificate purchases are still going strong. There were mixed results for car and truck sales. In the less developed areas such as the Dakotas the sales were weak while in Michigan they were up compared to last year.

Tourism and Services

Suffering from a lack of snow tourism was slow in many parts of Minnesota.  All snow-bound activities were almost halted due to only a minimal amount of snowfall.  This led to an increase in northern parts of the state where more snow led to more tourists.

Manufacturing

Being that there was a firm end to 2004 the beginning of 2005 is told to be a profitable time.  South Dakota is expanding two facilities, one which produces medical supplies and one which manufactures equipment.  Minnesota’s freezer factory closed briefly to reduce inventories while a neighboring food processing plant started an expansion project to increase its operational capabilities.

Real-Estate and Construction

Office space proved to be in great demand in the Minneapolis area.  It was forecasted by a Minneapolis real estate firm that the metropolitan office market will recover in 2005.  Contradictory to that large contracts for construction projects have diminished to 14 percent lower then last years three month period.  Public funding has made future projects start and completion dates tentative.

Real estate building permits in the Minneapolis area have declined to nearly 23 percent of the year before.  A massive construction project totaling $10.5 million has been started in Sioux Falls, South Dakota.  It has been reported that due to the building there should be a strong start to the year for further residential construction.  Listings in the Minneapolis- St. Paul area have diminished but median prices were up to 9.8 percent from the year before.

Agriculture

 

Agricultural credit conditions in overall agricultural income are expected to be flat in the first quarter of 2005 with capital spending increasing from the first quarter of 2004, reported by lenders responding to the Minneapolis Fed’s fourth quarter.  Firm prices for the district’s main agricultural commodities are forecasted by the U.S. U.S. Department of Agriculture.

 

Natural Resource Industries

 

Mining companies throughout the district have submitted permits to expand or open new operations with several ethanol plants and electricity generation facilities under construction or planned construction.  Oil and gas exploration were level from early January through mid-February, but iron ore production was reported as solid.  In Montana, a bank director reported the mining sector as strong.

 

Labor Markets

 

District manufacturers are expected to hire 38 percent more employees during the first half of 2005 and 10 percent expect to decrease employees.  In northern Minnesota, welders and machinists were in short supply as manufacturers increased production to complete orders.  

 

However, district retails expect to hire 10 percent more employees during the first half of 2005 and 17 percent expect to decrease employees.  In Minnesota, the number of job openings was equal in the fourth quarter of 2004 as they were in the forth quarter of 2003.

Wages and Prices

Once again the Minneapolis Beige Book reports no major changes neither in wages nor prices. New hired farm workers in Minnesota, Wisconsin and Michigan were paid slightly less since last report compared to 2004. But manufacturing wages increased at a steady 3 percent which is the highest increase since the spring 2002 for this industry. A Minneapolis law firm recently raised the starting salary for associate lawyers by more than 10 percent after a 4 year of no changes. Significant price increases in heavy equipment were recorded as well as in health insurance; however, prices for natural gas, oriented strand board, framing lumber and iron and steel scrap are reported to have decreased.

Banking and Finances

The Ninth District of Minneapolis does not report the banking and financing sector.  Information is unavailable for the region.  As of January 1999, the Minneapolis Federal Reserve stopped reporting the banking industry on its Beige Book.  Its main focus sector seems to have become the agricultural and manufacturing industries.

Monetary Policy Recommendations

The Federal Reserve and policymakers expect “the economy to expand moderately and inflation to remain low in 2005 and 2006.” It’s expected a growth between 3 ¾ and 4 percent for real GDP and unemployment rate to average 5 ¼ percent in 2005. The FOMC participants expect the price index for personal consumption and expenditures to increase between 1 ½ and 1 ¾ percent for 2005 and 2006, somewhat similar to the 1.6 percent projected back in 2004. So far, for 2005 it appears that the consumer demand has been boosted by the increases in asset values. The next Monetary Policy Report to the Congress is scheduled to be released by July 15, 2005. But the information that the Committee reviewed at its February 2005 meeting indicated that the economy had continued to expand at “a steady pace.” It’s expected that the labor market will improve and consumer spending will remain “robust.” 

April 20, 2005
Consumer Spending

Retail sales are flourishing with stores experiencing sales up an average of 5%-12%.  There were many major gains during the Easter weekend.  Although gas prices are reaching record highs they are not affecting spending.  Car sales have been strong although vehicle registrations are expected to drop by 4% in 2005.
Tourism and Services

Tourism was up from last year an average of 8%.  There was stronger tourism activity in areas which had more snow.  In the Dakotas there was reduced snowmobile activity from a lack of snow.

Manufacturing

There was increasing manufacturing activity while manufacturers reported strong business.  Many manufacturers are satisfied with their increased sales.  A lumber mill added $1.5 million equipment and other business are moving well.  There have been reported shortages in tires and steel supplies.
Real-Estate and Construction

Construction increased slightly.  Housing units authorized were up 0.3% and there was on going condominium construction.  Large scale construction was also rising, with two especially large plans for a $65 million ethanol plant and a $30 million power plant.

The real estate market is still going strong.  A study in Marquette, MI showed increasing sales and prices while decreasing selling times.  Office vacancy rates have decreased from 25% to 24.2% with Class A space reducing the fastest.  

 

Agriculture

Agriculture activity during the month of April declined slightly.  Throughout the western part of the district, a drought caused extremely dry conditions; however, the majority of the wheat crop for the South Dakota and Montana were rated as good to excellent condition.

Natural Resource Industries

The natural resource industry, including energy and mining increased during April.  Oil and gas exploration remained constant since March with iron ore production producing at capacity.  Copper mines throughout the district are performing well with production expected to be stable throughout 2005.

Labor Markets

Employment increased slightly from March.  In Montana, a cable television and high-speed internet company recently opened and expects to employ 200 with a hotel business in Montana expecting to open with a year and a half and will employ 1,500.  Also in Minnesota, staffing agencies have reported that 37 percent of respondents will increase employment during the second quarter of 2005, with only 7 percent decreasing employment.

However, an airline based in Minnesota expects to reduce its fleet and reduce mechanic jobs by 900.  Another manufacturer in Minnesota, hair care products, expected to close its plant reducing 400 to 500 jobs by years end.

Wages and Prices

The Beige Book report dated April 20, 2005 states that wages have been generally modest. Based on a recent legislative action, State employees in South Dakota will receive a 2.25 percent pay raise in 2006. For the private area, a Montana bank director has reported significant wage increases for skilled workers in the high tech sector. The Ninth District is reporting a significant price increases, especially for gasoline which at the beginning of April was 41 cents higher compared with last year’s prices. Home heating oil prices are up 50 percent and tuition for next fall will increase 8 percent. The American Farm Bureau reports that the first quarter’s prices are modest but flour, bacon, apple and egg prices have increased.

Banking and Finances

The Ninth District of Minneapolis does not report the banking and financing sector. Information is unavailable for the region.  As of January 1999, the Minneapolis Federal Reserve stopped reporting the banking industry on its Beige Book. Its main focus sector seems to have become the agricultural and manufacturing industries.

 

Monetary Policy Recommendations

The Federal Reserve and policymakers expect “the economy to expand moderately and inflation to remain low in 2005 and 2006.” It’s expected a growth between 3 ¾ and 4 percent for real GDP and unemployment rate to average 5 ¼ percent in 2005. The FOMC participants expect the price index for personal consumption and expenditures to increase between 1 ½ and 1 ¾ percent for 2005 and 2006, somewhat similar to the 1.6 percent projected back in 2004. So far, for 2005 it appears that the consumer demand has been boosted by the increases in asset values. The next Monetary Policy Report to the Congress is scheduled to be released by July 15, 2005. But the information that the Committee reviewed at its February 2005 meeting indicated that the economy had continued to expand at “a steady pace.” It’s expected that the labor market will improve and consumer spending will remain “robust.” 

July 2005 Prediction

Consumer Spending

Consumer spending has been going strong this year so it is expected to continue into the summer season.  Hopefully auto sales hold strong although with the increase in gas prices they were expected to decrease but there is still optimism because it is reported that SUV sales have increased by 5%.  

Tourism and Services

Tourism should continue to grow strong due to the summer season.  Tourism usually doesn’t pick up till later in the year but since the April reported good tourism hopefully it continues to this month. 

Manufacturing

As long as consumer spending and construction keeps rising so should manufacturing activity.

Real-Estate and Construction
Construction should keep flourishing as long as the real estate sector is growing.  Hopefully there will be decreasing amounts of office space because that was high.  The commercial construction should keep increasing with more large scale projects.
Agriculture

Agriculture is expected to decrease slightly due to past drought conditions in the district.  Even though the drought throughout the district has not hurt crop prices as of yet, an expected drought will eventually catch up to the agriculture crops and decrease prices as the agriculture may be rated as average or poor.

Natural Resource Industries

Natural resource industries are expected to continue its increase in the energy and mining sectors.  Oil exploration will increase or at least remain constant throughout July due to an increase in oil prices during the summer months.  

Labor Markets

Labor markets are expected to increase due to seasonal employment during the summer months.  The mining sector in the natural resource industry will boost employment, especially in the resort areas of Montana and other sections throughout the district for summer-time travel and increasing staff due to this.   

Wages and Prices

A Minnesota state economist has predicted increases in the real wages per job to maintain its growth at 2 percent during 2005. Prices are expected to increase at a comparable pace with the changes on the costs of energy and crude oil.
Banking and Finances

The Ninth District of Minneapolis does not report the banking and financing sector. Information is unavailable for the region. As of January 1999, the Minneapolis Federal Reserve stopped reporting the banking industry on its Beige Book. Its main focus sector seems to have become the agricultural and manufacturing industries.

Monetary Policy Recommendation 

The Federal Reserve and policymakers expect “the economy to expand moderately and inflation to remain low in 2005 and 2006.” It’s expected a growth between 3 ¾ and 4 percent for real GDP and unemployment rate to average 5 ¼ percent in 2005. The FOMC participants expect the price index for personal consumption and expenditures to increase between 1 ½ and 1 ¾ percent for 2005 and 2006, somewhat similar to the 1.6 percent projected back in 2004. So far, for 2005 it appears that the consumer demand has been boosted by the increases in asset values. The next Monetary Policy Report to the Congress is scheduled to be released by July 15, 2005. But the information that the Committee reviewed at its February 2005 meeting indicated that the economy had continued to expand at “a steady pace.” It’s expected that the labor market will improve and consumer spending will remain “robust.” 
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