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CONSUMER SPENDING

2003 Best
September 2003 is the month that represents the year’s best outlook for consumer spending.  Sales were on or above plan in September.  Year to year same-store sales ranged from up 2 percent to up 6 percent.  General firming in sales in recent months reflects a pickup in apparel sales, which were weak in the first half of the year.  Inventories are in good shape and selling prices are steady to down moderately compared with a year ago.

2003 Worst
April was the worst month for consumer spending in 2003.  Sales were below plan with most of the weakness attributed to the war and unseasonably cold and wet weather.  Store sales for March ranged from flat to down 11 percent from a year earlier.  Sales began increasing in early April.  The two chains most concentrated on durables for the home reported that sales were on or above plan.  Apparel sales continued to be sluggish.  Both selling prices and merchandise costs are reported to be flat to down moderately, with strong price declines in apparel on electronics.  Inventories are at manageable levels.  There were some signs of stabilizing on consumer spending in the month of March, with most of the pickup occurring after the war began.  The Confidence Board reports that confidence held steady at close to a seven-year low in March.

2004 Best
June represents the strongest consumer spending outlook for the year of 2004.  Retail stores were characterized as strong and ahead of plan in May.  Same-store sales ranged from up 5 percent to up 11 percent as compared with a year earlier.  Inventories are in good shape.  Particular growth in apparel sales was reported while slowing was reported in home furnishings.  Retailers cite continued escalation in health insurance costs but only modest increases in merchandise and labor costs.  A survey shows consumer confidence edging up in the New York City area.

2004 Worst
The worst month for consumer spending in 2004 was October.  Retail sales continued to run below plan for the month of September. Same-store sales ranged from down 4 percent to up 4 percent compared to a year earlier.  Concerns are being shown about rising energy costs constraining consumers' discretionary income.  Inventories are at favorable levels. A few retailers indicate declining merchandise costs on orders for next year.  Consumer confidence increased in September after slipping in August.  

Last BC Best
The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  According to the September 2003 report, sales were above average for July and August; however the blackout adversely affected sales.  Overall, sales ranged from up 2 percent to up 7 percent.  In general, sales of school supplies, women’s apparel, lawn and garden, home furnishings and appliances were especially brisk.  Inventories were reported to be in good shape while the pricing environment remained weak.

Last BC Worst
The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  The November report states that sales were below plan in late October and early November, with sales ranging from down 8 percent to up 4 percent as compared with a year earlier.  Sales at Manhattan stores, which experienced the sharpest declines in the weeks following the attack, continue to under perform even though they have rebounded briskly in October and early November.  A major discount chain noticed increased traffic but lower sales per customer. In general, apparel sales have been sluggish.  Inventories are a bit high but in relatively good shape.  Consumer spending is down due to increases in medical insurance costs and property insurance premiums.  Consumer confidence has been fairly steady since July but is substantially lower than a year ago.

Last BC Peak

The business cycle peaked in the third quarter of 2003.  According to the September report, sales were above average for July and August; however the blackout adversely affected sales.  Overall, sales ranged from up 2 percent to up 7 percent.  In general, sales of school supplies, women’s apparel, lawn and garden, home furnishings and appliances were especially brisk.  Inventories were reported to be in good shape while the pricing environment remained weak.

Last BC Trough
Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  Holiday sales were reported to be disappointing for the holidays while the entire month of December sales were well below plan.  Department store chains report same store sales were down from a year earlier, while discount chains fared somewhat better.  Holiday sales were little changed from 2001 levels and post-Christmas sales were hampered by a snowstorm.  Apparel sales were down for this period while inventories were on target.  It was reported that selling prices were steady to lower than a year earlier.  Consumers indicate steep declines in confidence for the month of December.  In the New York City area consumer confidence fell to a cyclical low.

January 2005

For the month of December chain stores showed mixed results: some ahead of plan (with sales up 3 percent to 4 percent) and some falling short of plan (with sales down 1 percent to 3 percent).  Smaller retailers across New York showed wide variation with decent sales.  Overall, retailers report sales to be weak in the first half of the month, with increasing sales towards the holidays and early January.  Prices changed very little from a year earlier.  It is anticipated that prices and costs may decrease slightly in 2005 due to the recent expiration of import quotas.  Consumer confidence increased in December to a five month high.  

March 2005

Sales were mixed but close to plan in February with little changing from a year earlier.  Unseasonably cold weather offset the boost in apparel sales due to a one week sales tax holiday (from January 31 – February 6). Inventory levels were described as satisfactory while prices of retail chains were steady to down slightly compared to a year ago.  Consumer confidence was little changed in February based on the Conference Board’s latest survey of Middle Atlantic States.

April 2005

Sales were mostly below plan in March due to unseasonably cold and wet weather.  High energy costs have also pinched consumers. Same-store sales ranged from a 4 percent gain to a 13 percent decline compared to a year earlier.  Sales of lawn and garden merchandise, casual apparel, and other seasonal goods were especially weak, while home goods were sluggish.  Inventories were said to be at desired levels.  Retail chains indicate that selling prices have risen slightly due to a gradual shift in sales mix to more upscale goods.  Consumer confidence was less in March than in previous months.  

Predictions for June

Sales will continue to decrease slightly due to still increasing energy costs.  Sales will also decrease due to falling consumer confidence and rising selling prices.

TOURISM AND SERVICES

2003 Best

For tourism and services, September represented the best of 2003.  Manhattan hotels reported that sales were fairly strong in July and August.  Room rates were down about 3 percent while occupancy rates were up nearly 5 percent from a year earlier.  As a result, total revenues were up for the first time this year.

2003 Worst

Tourism and service’s best and worst months were the same for 2003 because only one report mentions tourism.  Manhattan hotels reported that sales were fairly strong in July and August.  Room rates were down about 3 percent while occupancy rates were up nearly 5 percent from a year earlier.  As a result, total revenues were up for the first time this year.

2004 Best

The best month of 2004 for tourism and services was April.  Business for Manhattan Hotels was reported to be brisk in the first quarter, particularly in March.  Revenue was reported to be up 30 percent from a year earlier, reflecting a 16 percentage point jump in occupancy rates and a 5 percent jump in room rates. Broadway reported a 17 percent increase in attendance and a 22 percent jump in box-office revenues as compared with a year earlier.  

2004 Worst

The worst month of 2004 for tourism and services was October.  Tourism has softened noticeable since the last report.  Manhattan hotels report that occupancy rates retreated significantly in August and rose only marginally in September.  Total revenues were up 15 percent to 20 percent from a year ago in the last two months, but this compares to increases of well over 20 percent in the spring and early summer.  Broadway theaters report that both attendance and revenues weakened in the past four weeks, with attendance down 7 percent and revenues down 9 percent as compared to a year ago.  

Last BC Best
The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  According to the September report, Manhattan hotels reported that sales were fairly strong in July and August.  Room rates were down about 3 percent while occupancy rates were up nearly 5 percent from a year earlier.  As a result, total revenues were up for the first time this year.

Last BC Worst

The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  

In the November report, tourism to New York City seems to have rebounded since the last report.  Manhattan hotels report that occupancy rates have rebounded to around 75 percent in October as compared with the plunge to below 50 percent in late September.  “Some firms displaced by the attack have been using Manhattan hotels as interim office space.”  Hotels have reduced their room rates by 25 percent, since the attack, with some Manhattan hotels making reductions of up to 40 percent.  Hotels in northern New Jersey and Long Island report occupancy rates close to 70 percent in October.

Last BC Peak

The business cycle peaked in the third quarter of 2003.  In the September report, Manhattan hotels reported that sales were fairly strong in July and August.  Room rates were down about 3 percent while occupancy rates were up nearly 5 percent from a year earlier.  As a result, total revenues were up for the first time this year.

Last BC Trough

Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  According to the January 2003 report, tourism activity was relatively steady during this period. Hotel occupancy and room rates were little changed in November and both were moderately higher than a year earlier.  Advanced ticket sales on Broadway for January and February are running 15 percent lower than last year.  Many theatres are offering discounts and promotions to attract sales.

January 2005

Tourism ended 2004 on a strong note.  During the last week of 2004, sales on Broadway set a box-office record, even though attendance and revenues were slightly lower for the month than a year earlier.  Manhattan hotels reported strong business in December with occupancy rates up 2 percent from a year earlier and room rates up 15 percent.  “Bookings for January were said to be relatively strong.”  Hotel occupancy rates for Buffalo and Rochester were up noticeably from 2003 levels, while Buffalo’s airport noticed large growth in passenger traffic for the months of November and December.

March 2005

New York Tourism has been exceptionally strong in early 2005.  In January, Manhattan’s hotel occupancy rate was up 3 percent while revenues were up about 15 percent compared to a year earlier.  Most Midtown and Uptown hotels were completely booked for the month of February due to the visitors to the Christo “Gates” in Central Park.  Hotel revenues were reported to be up 30 percent in the third week as compared to a year earlier.  Museum attendance was exceptionally high in the second half of February while Broadway attendance was slow in the first half of the month and picked up during the third week.  Hotels in Buffalo report that occupancy rates have been running on par with a year earlier, with the cancellation of NHL games offsetting a stronger underlying demand.  

April 2005

Tourism showed exceptional strength in the first quarter.  Manhattan’s hotel occupancy rate was up 7 percent while revenues were up 20 percent compared to a year earlier.  Hotels in the Buffalo area report that occupancy rates were up significantly from a year earlier.  Broadway attendance showed a large increase in sales since the last report.  Attendance was up 7 percent and revenues were up 9 percent from a year earlier.  New York City airports showed large increases in traffic, with volume rising above pre-9/11 levels.  One airport claimed to be at full capacity.  Bridge and tunnel traffic has also showed strong growth.

Predictions for June

Tourism will continue to rise during late March and April.  Airports will continue operating at near-full capacity.  

MANUFACTURING

2003 Best

The best month for manufacturing in 2003 was November.  Manufacturing continued to show positive signs since first quarter of mixed report, and employment is up. Indications point to widespread improvement in business conditions and manufacturing sector.
2003 Worst

The worst report for manufacturing in 2003 is the April report. Manufacturing sector shows mixed signals in March and early April in terms of business conditions and price pressures. Many sectors report further weakening. Also input prices are increasing the pressure without increase in the price of output.
2004 Best

The best report for manufacturing in 2004 is the December report. Manufacturing strength increased throughout the year. Steady growth is now taking hold as well as widespread optimism for beginning 2005. Concerns are overseas competition and the greater time needed for customers to pay their accounts.
2004 Worst

October had the worst growth rate for the year, and indications showed deceleration in manufacturing. Still optimism is there for the immediate future. Reports show that costs are becoming an issue but there is no change in selling prices. The inability to pass cost increases to the consumer is causing concern.
Last BC Best

The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  According to the November report, manufacturing continued to show positive signs since first quarter of mixed report, and employment is up. Indications point to widespread improvement in business conditions and manufacturing sector.
Last BC Worst

The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  During this time, Substantial weakening business conditions in the New York area in both manufacturing and non-manufacturing sectors. Prices have been steadily declining in manufacturing inputs. The magnitude of employment declines increased across the board and reports for new orders and productivity were mixed.
Last BC Peak

The business cycle peaked in the third quarter of 2003.  According to the November report, manufacturing continued to show positive signs since first quarter of mixed report, and employment is up. Indications point to widespread improvement in business conditions and manufacturing sector.
Last BC Trough

Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  According to reports, manufacturing signs pointed to steadying conditions from the recent downturn.  Positive and Negative indicators both exist during this time, and it seemed that business might be picking back up.

January 2005

Continued improving of manufacturing business conditions and ongoing price pressures persist. Preliminary results of a survey indicate widespread continued improvement including business conditions, hiring and hours worked and some acceleration in selling prices.
March 2005

Moderate manufacturing grew according to this report, along with moderate pressures to increase prices. Survey of New York indicates steady growth in manufacturing activity. Increases in selling prices leveled in recent months.
April 2005

Manufacturers report a loss of momentum. Surveys indicate leveling off in activity. Rising energy prices are becoming a major concern, including a widespread increase in input costs and sale prices appear to be leveling off too. Buffalo reports that the acceleration and expansion of defense industry in Long Island seem to be counter to the current trends.
Predictions for June

I predict for June that pressures for higher prices will level off. And that manufacturing will slightly increase from the previous reports.
 REAL ESTATE AND CONSTRUCTION

2003 Best

November was the best month for Real Estate and Construction in 2003.  Real estate estimates were stronger than those in the previous report. Commercial Markets were steady, however, and realtors say there is a dramatic increase in prices. Major firms report a brisk increase from October to early November. Housing permits and multifamily permits are on track for the strongest performance since 1987
2003 Worst

January was the worst month for Real Estate and Construction in 2003.  Real estate reports are weaker since last report. The co-op and condo market slowed down during this time, and selling prices slipped down 10% from last spring’s good performance. High-end housing stalled due to declining prices but in the lower markets steady to rising prices were reported.
2004 Best

The best month for real estate and construction in 2004 was June.  Continuing the strength in May, the market finally showed signs of leveling off in New York City. Single family and multi-family housing permits increased. New Jersey homebuilder's report strengthening with robust demand and low supply of houses caused the prices to rise markedly. There is likely an increase in construction wages due to lack of skilled workers. The market for existing single-family homes is also robust; prices have risen 3-4% in areas as well as 10% increases in some areas.
2004 Worst

The worst month for real estate and construction in 2004 was July.  Housing markets nationwide have leveled off, yet are still described as strong particularly in and around New York City. Realtors report prices were up however compared with last year. Co-ops and condos are reported to have less activity than in April.  The rental market, however, has done better than previously. Homebuilders report that demand continues to be greater than supply, keeping prices inflated, although costs have lowered slightly. Vacancies are also down throughout, excepting in New Jersey where the rates are reaching a high not seen in a decade.
Last BC Best

The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  According to the November report, real estate estimates are stronger than in the previous report. Commercial markets were steady, however, realtors say there is a dramatic increase in prices. Major firms report a brisk increase from October to early November. Housing permits and multifamily permits are on track for the strongest performance since 1987
Last BC Worst

The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  Manhattan's office market continued decreasing in the third quarter and availability rates edged down in Midtown Manhattan and slightly rising in Midtown South yet rising sharply in lower Manhattan. This is attributed to less seriously damaged buildings near ground zero coming back on line. Also, transportation and sub par air quality may be affecting demand. Relocated firms seem to be moving toward Midtown Manhattan. Residential markets have improved since last report, including increase in homebuilding. Prices have remained steady despite reductions in upgrades; there is an expected decrease in price soon. Construction labor and materials are no longer in short supply. Real estate appraisal firms report co-op and condo sales rebounded slowly and steadily in recent weeks. Apartment sales have picked up.
Last BC Peak

The business cycle peaked in the third quarter of 2003.  According to the November report, real estate estimates are stronger than in the previous report. Commercial markets were steady, however, realtors say there is a dramatic increase in prices. Major firms report a brisk increase from October to early November. Housing permits and multifamily permits are on track for the strongest performance since 1987
Last BC Trough

Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  According to the January report, residential real estate markets are very weak. Co-op and condo markets have shown further signs of weakening, and realtors report that sales volume is down. Sales of high-end property decreased 10%, and more are for sale than there were last year. Housing permits are reportedly lower in the 4th quarter. Both single family and multifamily permits decreased for the second consecutive month. The commercial real estate market stabilized and the vacancy rate declined. Rents asked are also lower than a year earlier.
January 2005

The market has remained steady and strong, and high-end market prices have leveled off. Prices of construction materials were constant – an improvement over the previous escalation of prices. The vacancy rates have declined, which shows strength in the real estate and construction industry.
March 2005

March's report characterized the market as robust. The condo market grew increasingly tight and prices increased approximately 10% from the previous year. Apartment renting is steady and prices are up 5%. Commercial real estate is also remaining steady.
April 2005

Housing markets are doing better than they were in March. Contacts in Manhattan's real estate industry report increases in price from past years and in unit sales. Inventory available is said to be small. Bidding wars are common. Several large mortgage lenders will soon be entering the market. Demand for single-family homes across New York has shown persistent strength in early 2005, though sales volume has tapered off, and prices continue to appreciate at a double-digit rate. Commercial real estate remained relatively constant in all indications. Sales of office space weakened in New Jersey, but are continuing to strengthen in New York.
Predictions for June

I predict for June that the real estate indicators will slightly decrease, starting an overall downward trend.
AGRICULTURE

2003 Best

District 2 does not have any agriculture industries reported in the Beige Book.  Therefore, there was no “best” time in 2003 for these types of industries.

2003 Worst

District 2 does not have any agriculture industries reported in the Beige Book.  Therefore, there was no “worst” time in 2003 for these types of industries.

2004 Best

District 2 does not have any agriculture industries reported in the Beige Book.  Therefore, there was no “best” time in 2004 for these types of industries.

2004 Worst

District 2 does not have any agriculture industries reported in the Beige Book.  Therefore, there was no “worst” time in 2004 for these types of industries.

Last BC Best

The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  Unfortunately, no agricultural reports exist for District 2 during this time period.

Last BC Worst

The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  Unfortunately, no agricultural reports exist for District 2 during this time period.

Last BC Peak

The business cycle peaked in the third quarter of 2003.  Unfortunately, no agricultural reports exist for District 2 during this time period.

Last BC Trough

Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  Unfortunately, no agricultural reports exist for District 2 during this time period.

January 2005

District 2 does not have any agriculture industries reported in the Beige Book.  Therefore, there was no report for January of 2005.

March 2005

District 2 does not have any agriculture industries reported in the Beige Book.  Therefore, there was no report for March of 2005

April 2005

District 2 does not have any agriculture industries reported in the Beige Book.  Therefore, there was no report for April of 2005

Predictions for June

The beige book doesn’t include any agricultural industry reports.  No predictions, therefore, can be made for June of 2005.

NATURAL RESOURCE INDUSTRIES
2003 Best

District 2 does not have any natural resource industries reported in the Beige Book.  Therefore, there was no “best” time in 2003 for these types of industries.

2003 Worst

District 2 does not have any natural resource industries reported in the Beige Book.  Therefore, there was no “worst” time in 2003 for these types of industries.

2004 Best

District 2 does not have any natural resource industries reported in the Beige Book.  Therefore, there was no “best” time in 2004 for these types of industries.

2004 Worst

District 2 does not have any natural resource industries reported in the Beige Book.  Therefore, there was no “worst” time in 2004 for these types of industries.

Last BC Best

The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  Although District 2 has no reports on its natural resource industries, the nation began to slow on the energy industry’s growth of activity and exploration after the first five months of 2003 experienced rapid expansion.

Last BC Worst

The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  At this time national activity in the energy industry was high, as well as in the mining industry.

Last BC Peak

The business cycle peaked in the third quarter of 2003.  Although District 2 has no reports on its natural resource industries, the nation began to slow on the energy industry’s growth of activity and exploration after the first five months of 2003 experienced rapid expansion.

Last BC Trough

Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  During this time, national natural resource industries slowed down with exploration at a standstill and activity stagnate to decreasing. 

January 2005

District 2 does not have a large natural resources industry.  As a whole, the country has increased its mining and drilling endeavors, though limited by delays in acquiring required capital and qualified labor.

March 2005

District 2 does not have a large natural resources industry.  The country’s natural resource industries have increased generally its activity, and rising energy prices encourages certain sectors of the industry.  There is still difficulty in acquiring required capital and qualified labor.

April 2005

District 2 does not have a large natural resources industry.  With the high energy costs, however, the energy industry throughout the nation is revving up, with the highest rig count since 1986.  Mining activity is also rising throughout the nation.

Predictions for June

District 2 does not have a large natural resources industry.  This will not change, but across the nation, it is expected that the energy industry will further increase its activity, and mining operations will continue to increase.

LABOR MARKET

2003 Best

The best month for the labor market in 2003 was November.  According to that month’s report, hiring activity in office jobs remained generally brisk in October and during the first half of November.  It was reported that there seem to be fewer people looking for jobs. Because of this year’s strong improvements in revenues it is expected that bonuses will be up 20 percent from a year earlier.  

2003 Worst

The worst month for the labor market in 2003 was April.  According to that month’s report, the job market has deteriorated further since the last report.  Hiring activity at law firms has slowed measurably while the financial service industry is still shedding jobs.  This hiring slump is partially attributed to war-related uncertainty.  

2004 Best

June was the best month for District 2’s labor markets in 2004.  During that month, a further pickup in hiring activity was reported, most notably in the financial sector.  The legal industry has also been adding staff.  Starting salaries are reported to be on the rise once again, but still below the peak levels seen in 2000.  Overall activity is reported to be growing briskly in the current quarter and year-end bonuses now appear to have risen by more than 30 percent.  

2004 Worst

December was the worst month for District 2’s labor markets in 2004.  There were been reports of increased difficulty finding qualified workers.  There were also reports of weakening employment in the insurance and music industries.  Wall Street firms are reported to be increasing staff, but little year-over-year increase is expected in bonuses, which are typically paid in January.  The rest of the year proved to be very strong in the employment sector.  

Last BC Best

The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  There were reports of more than usual seasonal slowing in hiring during this period.  “This contact also notes that the pace of layoffs has slowed noticeably in recent months and anticipates a brisk rebound in hiring after Labor Day.”  There were lost hours and wages for temp workers and reduced fees and commissions for the agency due to the blackout.  This had a noticeable but short lived effect.

Last BC Worst

The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  During this time, New York City’s employment decreased by more than 70,000 in October while New Jersey’s job count rose by more than 11,000.  A major New York City employment agency reported extremely weak labor market conditions, with the majority of hiring activity coming from law firms.  “While small firms are said to be offering slightly lower salaries than earlier in the year, compensation at larger firms is generally flat.”

Last BC Peak

The business cycle peaked in the third quarter of 2003.  There were reports of more than usual seasonal slowing in hiring during this period.  “This contact also notes that the pace of layoffs has slowed noticeably in recent months and anticipates a brisk rebound in hiring after Labor Day.”  There were lost hours and wages for temp workers and reduced fees and commissions for the agency due to the blackout.  This had a noticeable but short-lived effect. 

Last BC Trough

Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  According to the January 2003 report, bonus payments were down 35 percent from the previous year in the securities industries.  Employment is expected to decline further in the current quarter.  Because industry revenue increased in the fourth quarter for the first time since early 2000, most firms are not contemplating further layoffs.  While the labor market is still characterized as slack, brisk activity in office temp hiring has been reported.  

January 2005

Districts reported firmer labor markets in late 2004.  The New York District reported improvement on the job front.  Manufacturing employment rose and a strong pickup in securities industries hiring was also noted.  There was a brisk rise in demand for employment staffing services. 

March 2005

Hiring activity remained fairly brisk in February, but has not strengthened noticeably from late 2004. The quality of job candidates available to meet openings is lower than last year.  The financial and legal sectors have documented most of the increases in hiring, but there has also been pickup in fashion, pharmaceuticals, and executive placement.  Employment continues to grow while wages and salaries are up 10 percent from a year ago.  

April 2005

No information about the labor market of District 2 is provided in the most recent Beige Book.

Predictions for June

Employment will continue an upward trend and keep increasing. There is no evidence that would suggest a sudden decrease in employment.  

WAGES & PRICES

2003 Best

Wage and Price levels in 2003 were reported to be the best during June.  During this time, energy and input price pressure began to diminish, allowing producers to keep consumer prices level without having to “eat” any of the costs themselves.  Wages stayed stable, although the general trend was that the cost of benefits was increasing.

2003 Worst

In January of 2003, it was reported that many input prices were rising, including a sharp increase in the cost of energy.  Producers could not pass much of this on to consumers due to “fierce competition.”  Wages grew only slightly, although the cost of benefits is still soaring.  While inflationary forces were kept mostly in-check, the cost effects of higher prices for inputs and compensation have markedly affected District 2.

2004 Best

Price effects on Distract 2 were minimal during the time covered in the September “beige book” report.  During this time wages and prices leveled, short months after price effects were the worst (see next paragraph).  The stable price levels allowed firms to begin reintroducing hiring and retention bonuses after years of not having them.

2004 Worst

Price effects on Distract 2 were reported to be the worst for the year 2004 in July.  Prices of inputs and materials increased sharply during this time, but competition made it impossible for company’s to pass the full increase in costs to consumers.  Wages also increased during this time, though it should be noted that the inflationary forces experienced were kept mostly in-check and consumer prices and wages increased only moderately.  Although actual wages increased only slowly, costs of benefits increased, thereby increasing total cost of compensation.

Last BC Best

The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  During this time, input prices began to become stable, and energy costs impacted consumer prices only in a small way.  Wages still felt the impact of increasing costs for benefits, and therefore did not grow to any great degree.

Last BC Worst

The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  Energy prices declined during this time, relieving transportation costs and other input costs.  These effects allowed the price level to drop slightly.  The labor market was loose during this time, allowing wages to remain constant.

Last BC Peak

The business cycle peaked in the third quarter of 2003.  Input prices remained stable for District 2 during this time, allowing prices and wages to remain with minimal changes.  Compensation costs continued to rise, but overall inflationary forces were held with no important change in prices and wages.

Last BC Trough

Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  Consumer prices stayed steady, and dropped minimally due largely to discounting by retailers in an effort to sell off inventory.  Wage rate increases were subdued, although prices of health care and insurance (important employee benefits) increased significantly.

January 2005

Manufacturing prices have increased as input costs (with the exception of building materials) rose.  Inflationary forces have been largely held in check as prices have not increased by significant degrees. 

March 2005

Input costs (price of material inputs, benefits costs for workers) have risen somewhat, but not as much as in the previous report.  Wages have increased, most notably in the securities industry.  Overall, total wages and salaries have increased by ten percent over the previous year, and bonuses are up fifteen percent.  Price has increased somewhat as most producers have been able to pass most of the increased prices to consumers.

April 2005

Upward pressures on prices have strengthened; most notable of these are energy prices.  The rising energy prices are casting doubts about future consumer demand which could affect prices in a big way.  Despite the rising pressure for prices, actual prices have only been rising moderately.  Wages are staying consistent.

Predictions for June

Wages have been rising, but should level off at this point in the year.  The higher wages, along with increasing energy costs and input costs will likely be passed off to consumer, raising price levels.  

BANKING AND FINANCES

2003 Best

June marked the best period for banking and financing during 2003.  Demand for loans increased, and so did the refinancing activities by banks.  Credit standards were tightened for non-home mortgage loans, ensuring that better credit risks would be given funding.  During this time, delinquency rates on home mortgage and commercial loans declined.

2003 Worst

September reported the worst performance of banking and financing in 2003.  Although demand stayed steady, it had been increasing steadily until this point.  This report states that refinancing had declined in banks, as deposit rates fell and delinquency rates increased markedly.

2004 Best

July saw the best performance of District 2’s banking and finance industry in 2004.  It did not perform perfectly, as there was a decrease in refinancing (typical of every month in 2004), but to counter this both loan and deposit rates increased.  Delinquency rates in every category were also decreased.  Credit requirement stayed the same during this month.

2004 Worst

April headed up the worst banking and financing performance of 2004.  Overall, refinancing activities fell, as did deposit rates and delinquency rates.  The decrease in delinquency rates can be seen in all twelve months of 2004, but the amount of decrease in April was only marginal.  Credit requirements did not change during this month.

Last BC Best

The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  This is perhaps why the banking and finance industry performed so poorly in September (mentioned three paragraphs previous).  It has been noted that as business cycles reach their peaks, banks begin to take poor credit risks and extend too many loans.  This tendency is supported by the increased delinquency rates experienced during this month.  The halt of growth in demand also indicates that this was the peak of a booming economy ready to begin a small recession.

Last BC Worst

The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  Loan demand fell during this time, as did loan and deposit rates.  Refinancing fell, banks began to tighten credit requirements, and delinquency rates increased notably on multiple types of loans.

Last BC Peak

The business cycle peaked in the third quarter of 2003.  The analysis of the banking and finance industry during this quarter is shared by the analysis of the “2003 Worst” and “Last BC Best” segments above.  Please refer to these sections for information about the industry’s performance during this time frame.

Last BC Trough

Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  In October of that year, the Fed reported that banks continued to tighten credit requirements – an indicator of a recessionary economy.  The fact that delinquency rates decreased minimally, as well as the fact that demand for loans increased substantially shows that the economy was ready to turn around, and begin increasing its growth rate once more.

January 2005

There is a seasonal pullback in demand for consumer and home mortgages.  Demand for residential mortgages has continued to slip, though the degree of the decrease is smaller than previous months.  Interest rates have risen in all categories, deposit rates have increased overall and delinquency rates have decreased in commercial real estate loans and commercial and industrial loans.

March 2005

Credit standards have not changed, and overall loan quality can be said to be steady and strong.  Overall lending activity has increased somewhat, and demand for commercial mortgages have been rising notably.    Business loans and residential mortgages have lost demand.  Interest rates rose on all types of loan with the exception of residential mortgages.  Delinquency rates fell slightly for nonresidential mortgages and commercial and industrial loans.  Average deposit rates increased.

April 2005

District 2 has had increased demand for loans commercial loans and non-residential mortgages.  There has been a decline in refinancing activity and non-bank services have been slowing, such as in the securities market.  Interest rates have been increasing, and delinquency rates continue to fall.

Predictions for June

Banks will increase rates slightly and demand for residential mortgages and business loans are likely to pick back up.  Deposit growth rates will likely level off, before falling slightly in later months.  Securities demand will increase again, and overall investor quality should fall, resulting in a small increase in delinquency rates.

MONETARY POLICY RECOMMENDATION

2003 Best

After analysis of all the preceding categories, November was the month most commonly considered the best for 2003.  During this month, the New York Fed should have conducted open market sales in order to decrease the monetary base slightly, and increased the interest rate to encourage national savings.
2003 Worst

After analysis of all the preceding categories, April was the month most commonly considered the worst for 2003.  During this month, the New York Fed should have decreased both the prime and federal funds rates in order to encourage increased consumption and investment.
2004 Best

After analysis of all the preceding categories, June was the month most commonly considered the best for 2004. During this month, the New York Fed should have dropped its prime rate in order to let firms borrow so as to cover the increasing costs of inputs while keeping the selling prices stable.  The Fed should have also increased the Federal Funds rate in an effort to make sure that the increased lending were made to good credit risks.

2004 Worst

After analysis of all the preceding categories, October was the month most commonly considered the worst for 2004.  During this month, the Fed should have increased the Federal Funds rate to ensure that banks mad loans to only good credit risks.
Last BC Best

The business cycle peaked in the third quarter of 2003, reaching the highest growth level in the current cycle.  At this time, the New York Fed should have increased the Federal Funds rate in order to adjust for the inflationary pressures felt by the booming economy, as well as targeting the money supply to keep inflationary pressures to a minimum.  
Last BC Worst

The business cycle is declining again, but the worst growth of GDP in recent years occurred in the third quarter of 2001 when the real growth rate was negative.  During this time, the Fed should have lowered Federal Funds rates in an effort to make investment cheaper for both banks and consumers.  The Fed should have also conducted open market purchases in an effort to increase the money supply.
Last BC Peak

The business cycle peaked in the third quarter of 2003.  At this time, the Fed should have increased the Federal Funds rate in order to adjust for the inflationary pressures felt by the booming economy, as well as targeting the money supply to keep inflationary pressures to a minimum.  
Last BC Trough

Although economic growth is currently slowing, the last trough that it experienced was in the fourth quarter of 2002.  This trough in the business cycle was not severe, so the Fed should have just let the economy “ride it out” and let the markets adjust by themselves.
January 2005

As the economy picks up steam, the New York Fed should drop its prime rate in order to encourage increases in investment and consumption in the district.  The Fed may also consider open market purchases in order to give the district an infusion of funds.

March 2005
Economic expansion continued this month, and there has been less inflationary pressure on prices.  The Fed should keep an eye on this situation, and be ready to change interest rates in order to stabilize the monetary base, and thus inflation.  The Fed should increase the Federal Funds rate in order to slow consumer lending.
April 2005

As inflationary price pressures are persisting, the Fed should increase the prime rate in order to slow down the multiple deposit creation process.  This would slow the pressures increasing the price level.
Predictions for June

The Fed will have to take steps to stabilize the money supply.  It will have to adjust both its prime rate and Federal Funds rate to achieve this goal.
REFERENCES
FRB: Beige Book.  2005.  Federal Reserve Board.  20 April, 2005.  <http://www.federalreserve.gov/FOMC/BeigeBook/2005/>

Graph the Trend from bankrate.com (tm).  2005.  Bankrate.com.  20 April, 2005.  <http://www.bankrate.com/brm/graphs/graph_trend.asp?link=8>.

PAGE  
26

