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Manufacturing

2003 Best/Worst


The worst month for the 2003 year was reported in the January 15th Beige Book.  We came to this conclusion because every subsequent version of the beige book reported slightly increasing or at least flat growth in the sector.  Subsequently, the best reported month would be the November 26th version, which was the last one published in 2003.  Since the manufacturing sector was improving throughout the year, this seemed to be the most logical conclusion we could come to.  Collectively, there was an overall upward trend in 2003 in the manufacturing sector for the regions covered by the Cleveland Federal Reserve.

2004 Best/Worst

In 2004, the manufacturing sector of Cleveland was relatively stable with an increasing trend toward the ending months. For the January 14th Beige Book summary, durable goods producers reported fairly higher levels relative to the same time period one year ago. Nondurable goods producers also claimed to have slightly higher levels of production. In the March summary, levels of production remained unchanged. In April, there was an increasing trend in month-over-month production levels. In June, manufacturing was reported to have either remained flat or risen by an insignificant amount. Production appeared to taper off in the eight weeks that ended in June. However, in September and October, production was reported to have increased when compared to the previous year’s data. Then, in December, it was reported that the majority of durable and nondurable goods producers felt the level of production was satisfactory but not as good when looking at year-over-year comparisons. We therefore concluded that the best periods for manufacturing in 2004 were between the September and October months where manufacturing production levels increased until they reached a plateau.

For the most part, in 2004, the manufacturing sector continued to either remain at a constant level or increase. Therefore, the “worst” of 2004 would be for January because after that point, the production levels began to improve or had no change at all.
January 2005

According to the January 19th, 2005 Beige Book summary, manufacturing for durable goods was moderately steady with the higher level being towards the ending months of 2004. There were some diminutive declines reported, however, the declines were attributed to the seasonal slowing in demand. Some industries, such as automobile industry reported that their sales were slowing. However, overall, most manufactures reported that their production levels were higher for this period.  Input costs were said to be flat throughout the recent period and wages were on the rise. Also, several firms reported that they intend on hiring in the upcoming months.


Nondurable goods producers stated that production levels were relatively flat. Although some firms reported an improvement for January, they also noted that the rebound might be due to seasonal fluctuations in demand. In contrast to durable goods, nondurable goods producers indicated that they did not plan on hiring in the future. It was also noted in the summary that input costs continued to increase for the vast majority of all nondurable goods producers. 

March 2005


For the March 15th, 2004 summary release, production appeared to be on an upward trend for the first two months. When compared to the same time frame in previous years, production seemed to be up. It was reported that in general, new orders have been growing since the start of the year, which is a positive sign. Although most firms saw an increasing trend, the steel industry saw order numbers decrease. The reasoning for the decrease was attributed to the increases in inventories among distributors and a rise in the number of imports.

April 2005

For the time period covered by the April issue of the Beige Book, manufacturing continued to improve.  However, some businesses reported that new orders were beginning to “flatten out.”  Producers of durable goods were reporting increases, while nondurable producers reported a generally flat sales growth.

June 2005 Prediction

Even though new orders were beginning to flatten out, our prediction is that the manufacturing industry will continue to increase in the June edition of the Beige Book.  The reasoning behind this is over the last several publications there has been a strong upward trend, and because of positive sales predictions from manufacturers.
Business Cycles

As of right now, the manufacturing sector has been increasing since January 2003 and has continued to do so through to the most recent version.  The last trough or low point would have most likely occurred back in early 2003, and the latest peak is either occurring now or will sometime in the future.  The only declines though the period were reported as seasonal, occurring around the holiday seasons and in 2004.  Another possible cause of this slow down could be the elections, which occurred at the same time. The election may have been viewed as possible political instability.  As mentioned earlier, however, throughout the time period of 2003-2005 there was an overall steady growth with only a few periods that were stagnant.

Retail Sales

2003 Best/Worst


In 2003, up until the October version of the Beige Book, retailers were reporting mixed returns ranging from declining to improving sales depending on the kind of products being sold. However, all reported being behind their numbers in 2002 and reported the market as being “soft.”  Yet, in October retailers reported an increase over the same period a year ago and this trend continued into the November report.  The lowest point for retailers is hard to point out exactly, however, it most likely occurred somewhere around the July or September publication.  The best of 2003 most likely occurred toward the end of the year in the October or November publications, as these are the only two summaries to report any increases in sales over previous publications.  Since no numbers are given it is difficult to say for certain whether this is the case, however, with the given information this is what we concluded.

2004 Best/Worst

In the early part of 2004, sales were strong, meeting or exceeding many manufacturers’ expectations. However, sales began to slow down during the July publication and continued to either decline or remain flat throughout the rest of the year.  Therefore, the best period in 2004 occurred during the April publication, after this point retailers began not meeting expectations for the remainder of the year.   Overall, the worst portion of 2004 occurred fairly late in the year, as retailers were not meeting their expectations and were reporting declines from previous periods.

January 2005

In January 2005, it was reported that sales were weaker than expected for the holiday season.  The best areas of retail sales were in lower priced markets indicating that consumers were choosing to purchase inferior as opposed to normal goods.  The only big-ticket sector that reported acceptable sales was the new car industry.

March 2005


In March 2005, retailers reported that there was an improvement in the retail sector. Once again, in this period the sales were stronger in discount retail stores and other inferior goods as opposed to department stores/normal goods.  This helps to demonstrate the point made in the Beige Book that economic conditions in the Cleveland bank district are weaker than in other parts of the country.

April 2005


Retail sales for April were mixed with both discount stores and department stores reporting lower sales than expected and compared to the previous year.  The contraction of sales was believed to be in part due to the higher gasoline prices and unseasonably cold weather in the region.  The specialty stores, grocers, and automobile retailers saw growth during from the last report in March.  Though the automobile retail sales increase was in part to still generous offers, in general prices remained pretty flat.

June 2005 Prediction


If this pattern continues for the region, retail sales will still fall below expectations in most sectors of the retail industry, and with still growing gasoline prices, the automobile market may start to decline from its growth it has seen over the past couple of months.  Specialty stores should continue with steady increase along with grocers.  In general, retail sales will continue to be mixed much like it has been for this sector over the past few Beige Book releases.

Business Cycles


Overall, the worst time for retailers over the period of 2003 to 2005 appears to be in the mid to late 2003 time period.  The reason for this conviction is in 2003 firms were reporting declining sales up until October at which time they started reporting increases in sales. This would indicate that the market had reached its lowest point.  The highest point is relatively difficult to figure out as well because the books appear to contradict what the previous books report.  For example, in the 2004 book they report strong sales in the early part of the year, then the market started to under perform expectations.  Then in the March 2005 publication they stated that sales were above the level they were at a year ago.  Given this information it is assumed that March 2005 is the best reporting period for retail, mainly because it states that for the same period a year ago, sales improved.

Construction

2003 Best/Worst


In the January 15th, 2003 summary, seasonal slowing in residential construction was reported. However, district homebuilders stated that conditions were stable. Conversely, commercial builders reported that conditions were weak. On the positive side, commercial construction contacts were optimistic as the number of prospective projects increased significantly. The increase in potential projects suggests that businesses may be willing to spend money on capital projects rather than maintenance only projects.


From March through July, the following conditions were reported: district homebuilders had steady sales and commercial builders continued to report poor conditions. Contacts have stated that the unfavorable conditions for commercial builders are expected to continue due to economic and national security concerns.


In September, homebuilder’s sales were very strong. Commercial building began to show signs of improvement. For the remainder of 2003, residential construction sales remained strong and commercial construction began to slow. However, in November, some locations within the district anticipated minor improvements in commercial construction in future periods.


In general, residential construction performance was strong in 2003. Sales were steady throughout the entire year with no major decreases reported. In fact, for the month of August, home sales in Ohio were up by eighteen percent over the previous year. Commercial construction experienced the most solid growth in September and November according to the summaries, however, the activity was weak overall. The worst period for 2003 residential construction was in January and March through October, with the exception of September, reported consistently poor conditions for commercial construction. 

2004 Best/Worst


Seasonal slowing in residential construction was reported at the beginning of 2004 and commercial builders saw a minor improvement in conditions. In April, sales improved for both residential and commercial construction. Rising material costs are becoming a concern for both construction markets as the cost increases are being passed through to customers. From June to December, residential builders reported that sales were decreasing. Commercial builders experienced an increase in sales in June and October and a decrease in sales in all other months.


Therefore, the best period for both residential and nonresidential builders was in April. The worse period in 2004 for residential construction was in December due to the continual slowing down of sales in the preceding months. For nonresidential construction, July through September was the weakest period. 

January 2005


Both residential and nonresidential builders witnessed a decline in sales for this period. Despite the fact that large residential builders offered discounted prices and attempted to provide incentives in an effort to increase buying, sales remained weak. A reduction in the number of employees is expected to occur in the near future as most builders anticipate 2005 sales to be worse than 2004 sales.

Nonresidential construction remained relatively flat with a very slight increase. Commercial firms do not intend to add on to or reduce their workforce in the imminent future. The outlook is optimistic for commercial construction activity according to most contacts, who believe that activity in 2005 will be at least as strong as 2004, if not better.

March 2005


Residential construction sales were down when compared with the same time frame last year. Input costs (such as steel, concrete and lumber) are expected to increase which put pressure on the builders to maintain their current profit margins. On the other hand, nonresidential construction activity increased and is expected to continue improving throughout the year.

April 2005


Residential builders witnessed an increase in sales through the past six weeks that ended in the beginning of April. However, the increases were attributed to typical seasonal patterns. Although there was an increase in sales, the majority of builders reported that their sales levels were still less than the same time last year. It was noted that lower-price segments of the market fared worse than other segments. Input costs, such as concrete, steel and petroleum continued to increase. However, lumber prices finally showed signs of stability, although the price was fairly high. Most homebuilders chose not to add employees to their payroll in the recent weeks.


Nonresidential builders reported that sales for this period were higher than the sales from the same time period last year. They witnessed a continued rise in activity. The number of inquiries from potential clients also increased. Growth in public building projects saw the most significant amount of growth for this period. Input costs have remained unchanged at this point, however, concrete and steel prices are expected to rise in the near future. Prices have remained stable according to builders. As with residential firms, nonresidential firms also did not add to their payroll recently.

June 2005 Prediction


We predict that residential construction will once again witness an increase in sales for this time period. In the Beige Book summary for April of 2004, both residential and nonresidential markets reported improved sales. We are thinking that this may also be the case in 2005. We also speculate that sales levels will still be less than the levels in the previous year. Input costs will most likely continue to increase in this period. 


We predict that nonresidential construction will once again report very strong sales for this period due to an increase in the number of inquiries from potential clients in the April Beige Book summary. Input costs should remain relatively stable for the most part. Concrete and steel prices may increase slightly in the June summary. We do not expect either market to add to their workforce anytime in the near future. 

Business Cycles


From 2003 to the beginning of 2005, the best/peak period for both residential and nonresidential construction was in April 2004 as both markets saw marked improvements in sales.

Due to a downward trend in both residential and nonresidential markets, December 2004 marked the slowest and least productive period.


Determining the business cycle trough is difficult because both markets fluctuated continually throughout 2003 through early 2005. There were few periods of stability. The most significant growths occurred in the spring and summer months due to good weather conditions. Construction is a very seasonal market and experiences decreases in activity when weather conditions are unfavorable (mainly in the winter months).

Trucking & Shipping

2003 Best/Worst 


In 2003’s Beige Book summary for January, trucking and shipping activity remained strong. Prices to consumers have continued to increase, however, the increases have not led to larger profits. The price increases were attributed to an increase in the cost of inputs such as health and collision insurance. 


According to the March summary, trucking and shipping activity experienced seasonal slowing. Profit margins were reported to be decreasing as input prices for labor and energy continue to rise.


The trucking and shipping industry bounced back from the seasonal slowing in April. Fewer bankruptcies were reported throughout the industry compared to the data available for the previous year. The outlook on the situation is optimistic, ignoring seasonal factors, that conditions will remain favorable in the near future. 


From June to September, the trucking and shipping industry remained flat. There were no increases or decreases reported during that time frame. The focus on improving efficiency by purchasing technology, manufacturing retooling, a rise in prices and electricity issues are all possible explanations for these results.


For the remainder of the year, activity began to increase slightly and continued with an upward trend. Retail customers and manufacturers have increased their demand for trucking and shipping services. This increase has prompted numerous firms to contemplate increasing compensation levels to attract employees. Fuel costs rose in the summer but have leveled off for the time being.


It is our observation that the best period for 2003 was at the end of the year when both retail and manufacturing customers increased their demand for trucking and shipping services. The worse period was at the beginning of the year, excluding January, when the industry experienced a constant slowing down of activity.

2004 Best/Worst


The year 2004 proved to be a successful one for the trucking and shipping industry. Marked activity improvements were reported in every summary for the entire year. An increase in demand from retail and manufacturing clients, the rising of shipment volumes and the holiday season were all listed as reasons for the increases in trucking and shipping activity.


At one point, in the October 27, 2004 summary, demand was so strong that one contact reported turning away business due to a lack of adequate personnel. In order to alleviate this problem, some firms attempted to bring in drivers by offering benefits such as a more convenient route, perhaps one that is closer to the driver’s residence.


The cost of fuel was a prevalent concern throughout 2004 as petroleum prices reached historical highs. However, the increase was passed through to customers keeping the impact on the firm at a minimum.


Overall, 2004 was a great year for the trucking and shipping industry. The best period was in December because of a steady increasing trend throughout the year. There was not really a bad period for the trucking and shipping industry this year as no decreases in activity were seen. Therefore, the “worst” period would be January when compared to the following months which all witnessed continued increases in demand. 

January 2005

The demand in January for trucking and shipping exceeded expectations for the period.  Much of the demand came from the strengthening manufacturing sector, also the trucking companies were assisted by lower fuel costs and fuel surcharges.

March 2005


March was surprisingly similar to January in that demand for trucking and shipping increased, exceeding levels in 2004.  The trucking industry is expecting more expansion in 2005 and has begun offering higher incentives to truckers as well as purchasing new trucks to keep up with demand.

April 2005


Activity was reported to be strong once again. However, it is expected that activity may decrease for the first time in about a year. Rising fuel costs continue to be a concern for shipping firms. Surcharges allow shippers to nearly eliminate the impact of increases in fuel costs, however, many companies are worried that the continued increase in shipping costs will eventually have a negative impact on demand. Firms are still seeking to attract new drivers and wages have remained stable. Most firms also continue to add new trucks to their fleets.

June 2005 Prediction


Due to the robust activity in previous months, we predict that the trucking and shipping industry will continue to flourish. However, a slight decrease in demand may occur due to the constant rise of fuel costs. We do not expect this to be too much of a concern for the upcoming Beige Book summary. Although, if fuel prices continue to rise, the trucking and shipping industry will likely see a much more significant decrease in demand in the future.
Business Cycles

The best time for the trucking industry appears to be occurring in the early part of 2005.  Profits are increasing and the industry is looking to grow even faster by hiring new drivers and buying more trucks.  The industry has been steadily improving for almost the entire observed period. The peak then has most likely not occurred for this business cycle or is occurring right now.

The trucking industry was stated to have been improving throughout the observed period. Therefore, we came to the conclusion that the worst time for the trucking industry occurred at the beginning of 2003. It is likely that the last business cycle trough occurred back in early 2002 for the trucking and shipping industry.

Banking

2003 Best/Worst


In early 2003, the market for banking was generally decreasing slightly with some sectors remaining constant. However, in the areas that remained flat, banks reported poor loan quality and refinances.  In general, after this time the banking sector had improving conditions with a few months of slight declines.  Most of the reporting periods were described as mixed with one sector such as commercial loans decreasing and consumer loans increasing.  The one segment of the industry that seemed to be steady was the competition for new loans, which was reported in every Beige Book as being very competitive, which likely means that there is too much money to loan available.

2004 Best/Worst


One of the general patterns in 2004 was an overall increase in commercial loans.  Every one of the publications reported an increase in the number of commercial loans indicating a good environment for the banking industry. Consumer loans began the year by decreasing, however, as the year went on demand began increasing.  Both of these indicate that the banking industry was steadily improving as the year went along.  Again, the competition for loans remained strong as it did back in 2003.

January 2005


In January 2005, the banking industry in general was stationary. Only slight decreases were reported in commercial loans but were reported as seasonal. Consumer borrowing was also described as flat.

March 2005


In March 2005, the banks reported some increases in commercial and consumer clients.  Again, it was very similar to the previous period where any of declines that occurred were seasonal in nature and expected to pick up as the year goes on.

April 2005

In general, the banking industry remained flat over the last period.  The only increasing category was home equity loans. This could be caused by consumers expecting an increase in interest rates and trying to take advantage of low rates while they can.

June 2005 Prediction


If interest rates continue to increase, it is likely the banking industry will see a decrease in loan activity.  Therefore, we expect the next publication of the Beige Book will report a decline in the banking industry and decreasing loan activity.
Business Cycles


The best time for the banking was in early 2005.  The reason being that throughout 2004 reports, bankers were observing increases in commercial loans and many of the periods also reported at least flat growth if not increases in consumer loans.  These increases indicate an overall increasing trend in the banking industry. This is why we chose this time frame as the best period for the banking industry.


The worst time occurred around early to mid 2003, because the banks were reporting declines during the time period.  Later in the year, the reports were all described as “mixed” with increases and decreases so it might have bottomed out during this time as well but with no numbers to go by, it is difficult to determine which was greater, the increases or the decreases.

Monetary Policy Recommendations
2003 Best/Worst

The best report for 2003 was in November, which reported still continued growth from that of the previous reports, and each subsequent report was worse than the latest one.  For the best of 2003, we have no recommendations that would improve the economy.  Sales were up and expectations for the holiday season were good.  Manufactures also reported growth in the November Beige Book.

The worst report for 2003 came in January.  Most sectors of the economy were reported to be anemic, with only real estate, construction and automobile sales reporting good figures.  Though it is reported that the increase in automobile sales were due in part because of favorable manufacturing incentives.  The only recommendation that could be made is to keep things at current levels because there is continued improvement from one report to the next, and any change may help those at lower levels, but this gain may be at the detriment to that of those already at higher levels.
2004 Best/Worst

The best report for 2004 was in November, and like 2003, it showed almost all Federal Reserve Banks reporting growth in their districts.  The only exception to this was Cleveland, which reported that its growth was pretty much stagnant.  Again, like that in 2003, the best recommendation would be to hold things the way they are because the economy is continuing to expand.  Though there was a slight slowing in the middle of 2003, it rebounded and is expanding.

The worst report for 2004 was in January.  Each following Beige Book reported growth from the previous publication.  Though it was still the worst for the year, the only recommendation that can be given is continue to keep things at the status quo.  This is because most sectors of the economy are reporting growth and figures better than that of the previous year.  Prices remand pretty much flat from that of the previous months and the outlook seems positive for the coming months.

January 2005

In January 2005, national reports showed a good holiday season with increased retail sales from that of the previous year.  Retailers and manufactures saw growth from the previous report.  Though real estate, construction and mortgages reported a slowing which would only be off set by a reduction in the interest rate.  This would decrease the cost of borrowing for the purchases of such durable goods like homes and automobiles.  Other than a decrease in sales in certain durable goods, the economy is fairly stable.
March 2005

In March 2005, national reports were good overall for all of the Federal Reserve Banks as they were seeing steady growth in the economy.  The only recommendation that can be made from the summaries from March is a possible lowering of the interest rates, though it risks higher inflation. The only sector of the economy that reported a decrease from the previous year was automobile sales.  Other than that, the economy across the board was happy with current levels and was showing continued expansion.

April 2005


The best recommendation is to keep things at the current levels because most districts are continuing to report growth in most sectors of the economy.  Only two districts reported uneven growth within their respective districts.  Though retail sectors reported reduced consumer spending, the manufacturing sector report higher growth than what was expected for the first quarter of the year.   The only concern seen across the nation is rising energy costs (which may induce cost-push inflation) and the fear of rising price levels.

Prediction for June 2005


If conditions remain the same though April and into June, the main factor that has to be considered is the continued rising energy costs in which case a rise in interest rate may be considered to fight cost-push inflation.  Other than that, conditions should remain to allow a still growing economy across the nation.  This is the only recommendation that can be made from what information is available at this time.  

Business Cycles

In general, the last trough and worst business cycle during the time in which we studied (at a national level) was in early 2003.  Since then, they showed steady growth and expansion in all sectors of the economy.  Though some banks still reported no growth in certain sectors from time to time, the general trend was continued growth.  The recommendation that can be given is to decrease the interest rate at the time to stimulate spending on a greater scale.  However, decreasing the interest rates does increase the probability of rising inflation.

The last peak and best business cycle between January 2003 and current time is the latest report, considering that every publication showed continued growth from the previous going back to January 2003 in which we began our study.  The only perceived recommendation that can be made for the current time is to increase interest rates with the recent growth of inflation as a result of rising energy costs.  That is the best recommendation that can be concluded from the information available.
Tourism and Services

Tourism and Services within the fourth district of the United States Federal Reserve System is not very significant and therefore was omitted by the Federal Reserve in the Beige Book.  There is no major tourist destination within the district that would make tourism a significant part of the local economy.  The Cleveland Federal Reserve district also lacks in the service industry, other than trucking and shipping.  Other aspects of the service industry including; securities, airline, and information technologies are not key segments of the local economy. 

Agriculture

The Cleveland Federal Reserve District lacks a strong agricultural base with only major foodstuffs being cultivated, which are corn, soybeans, and wheat.  Of these crops tracked by the United States Department of Agriculture, only soybeans showed significant yields over the past couple of years.  There are very little cultivation non-foodstuffs, other than tobacco, which was being produced in Kentucky.  No real data could be found focusing on livestock production in any specific area within the fourth district.  In general, on a national average, agriculture only employs approximately three million workers nationwide. Agriculture does not provide a large employment base for the region as well.  Overall, agriculture does not provide a significant influence or importance within the fourth district and therefore was omitted by the Federal Reserve.

Natural Resources Industry


The region in which the Cleveland Federal Reserve represents does not have an abundance of natural resources other than farmland.  Mining is limited within the region other than what little bit is in western part of Pennsylvania and eastern Kentucky.  For the most part, the natural resource market is very small and plays a small role in the make up of the overall economy of the Cleveland Federal Reserve District.  

Labor Markets


The absence of labor markets in Cleveland’s Beige Book is surprising considering the states in which the district covers has average or higher rates of unemployment when compared with other areas in the United States.  Ohio’s unemployment rate is above average with around 6.4 percent for February 2005.  While Kentucky and Pennsylvania as a whole were both at 5.2 percent for the entire state.  With the United States averaging 5.2 percent in February 2005, the district is slightly above the national average.  While some sectors of the economy may be reporting gains, on average Cleveland is still lagging behind the national average.   

Wages & Prices
 

Price level in the Cleveland Federal Reserve District over the past year has not increased much over that of the national average, and for that reason it is possible to assume that because of the relative price stability that the Cleveland Federal Reserve Bank has omitted it from its Beige Book releases.  Wages in the region have also not dramatically changed over the past year, and once again this is a possible reason for their exclusion from the publication.  It is also interesting that wages and prices is omitted from the Beige Book because Cleveland has one of the highest poverty rates in the United States.
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