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The Dallas Federal Reserve Bank serves the Eleventh District of the twelve regional reserve banks.  It encompasses the areas of Texas, northern Louisiana, and southern New Mexico.  Ray L. Hunt is the Chairman, President and CEO of the Dallas FRB and Patricia M. Patterson is the Deputy Chairman, President.  The Dallas Fed is broken down into three branches; the El Paso Branch, Houston Branch, and the San Antonio Branch.  The following is a summary of past and present economic conditions collected from the Federal Open Market Committee Beige Books.
Consumer Spending

I. 2003 Best

Retail sales have grown and increased over the past six weeks, and “retailers are cautiously optimistic that sales will continue to meet the high end expectations. There is some question of how much of this growth is really related to tax refund checks, but retailers remain slightly skeptical about this. Competition remains tight and retailers state that they still “have no pricing power”. Because of the fall in price for most products contacts believe that the volume of sales has increased by “more than the dollar growth of sales suggest. There has been no change in the sale of automobiles and respondents expect steady business in the future but not to peak levels experienced in previous years.

II. 2003 Worst

Retailers were disappointed with the outcome holiday sales, particularly sales from apparel and computers. Contacts remain less optimistic about the first half of the year. It is believed that certain Factors such as the effect of the war and the expectation of higher energy costs are expected to reduce consumer’s disposable income. Auto sales remain weak and contacts thinks future growth will be poor.  

III. 2004 Best

Retailers have reported “surprisingly” strong growth in sales, even after the adjustment for Easter sales that happened earlier in the year. Sales were higher at high priced stores than within in department stores and contacts believe consumers are happy because they are showing ‘classic signs’ that they have money to spend. Still many retailers remain cautious, planning inventories for weaker sales. Auto sales remain slow.

IV. 2004 Worst 

There has been some disappointment by the pace of sales growth over the past few weeks. Sales have been the weakest for those who sell to low income customers. Contacts believe that high energy prices are impacting these customers the most. Higher energy costs are a concern and retailers are taking measures to cut their energy costs. Auto sales in the district continue to fall, specifically in SUV’s. 

V. Last Business Cycle Best

“Retailers and auto dealers reported continued strong sales. Houston area sales are picking up, after posting slower sales growth than in the rest of Texas.”
VI. Last Business Cycle Worst 

Sales fell sharply during the week of September 11th, and have dropped by a large amount. Sales are below the pre-attack levels. Contacts say consumers are staying away from malls because of security concerns. Consumers have become more cost conscious and have increased purchases of consumables. Inventories have increased for some retailers. Discounting has gone up, which has lowered profits. Additionally, it is expected that will discounting of more products. Outlook for sales growth looks bad, and there is extreme uncertainty. Most are foreseeing a slow holiday season. Retailers are hiring less for the season, and some are restructuring, lay off of workers, or restricting hiring at the executive level. The auto market reported a sharp drop in demand after September 11, but sales have picked up over the past two weeks by many dealers offering zero percent financing.
VII. Last Business Cycle Peak

Retailers said that growth increased in January, but these sales were mostly caused by discounting. Many contacts said discounting was severe in December, compared to the previous year. Growth in sales was slow in February but expectations were met. Retailers believe that slow sales are caused by the consumer’s lack of confidence, based on evidence that consumers had money to spend.  After declining in November and December, the auto sectors demand increased buy a small amount in January and February, but dealers don't believe sales have hit bottom yet. Inventories have been piling up for the past couple of months, and selling prices are falling despite higher input costs.”

VIII. Last Business Cycle Trough

Sales as of mid-November continued to be below what was planned for most stores, and contacts say profits are suffering. Sales are strongest at stores that seem to look safer; customers prefer to stay away from malls for security reasons. Contacts say selling prices are lower, with cost pressures coming from property insurance and health care. The Auto market reports record sales, caused by zero percent financing incentives. Contacts are worried that the market has been “saturated”, and dealers said that sales are already slowing “The used car market has held up surprisingly well, according to contacts, because some people do not qualify for zero percent financing.” 

IX. January 2005

The Christmas season started slowly, but sales picked up as the holiday was arriving and were strong in the days after. Stiff competition and weak sales early onward led to massive discounting at some stores, but other contacts reported good margins. Only a few retailers were left with excess inventory.  There were slow sales in autos and inventories were higher than expected.

X. March 2005

 There were some areas of weakness, such as for home furnishings, “contacts said that customers appear to have more liquidity.” Retailers have noted that higher sales were caused by lower gas prices, but the recent increased prices at the pump bring uncertainty. Inventories look healthy. There was an increase in input costs, specifically for products containing petrochemicals, such as plastics. Strengthening of sales allowed more of these cost increases to be put on the customers. Costs and prices keep falling for apparel, however. Auto sales continue to drop down by a small margin from a year ago, with inventories higher. Railroads are moving fewer motor vehicles.
XI. April 2005

There has been disappointment in sales growth, which they believe was caused by wet weather, an early Easter and higher gas prices. Sales of home goods were slow. Retailers said selling prices were higher than a year ago. It is believe that this was largely because of higher input costs, but some also reported higher profits. The sale of autos was weaker than a year ago, and dealers said inventories are becoming too high. Sales have been the lowest for domestic brands, SUVs and trucks. ”Most manufacturers say they have taken incentives off of the market because they can not afford to continue them.”
XII. Prediction for July

Retailers will report having modestly increased or a sluggish sales growth but projected higher gasoline prices for the summer will cause input cost to raise and also cause the sale of less fuel efficient cars to drop. 

Tourism and Services

I. 2003 Best

There has is an optimism within the service sector, even though much hasn’t changed. Demand is unchanged for temp firms. The legal sector reported little change as well. With the exception of higher fuel costs, the airline industry is picking up and there is report of some improvement. Accounting Firms have reported improvements in demand and growth with regulatory work being the strongest area affected. Overall flights are carrying more customers and prices are moving up. The outlook for trucking was quoted as "looking a little better". Rail shipments are running higher.

II. 2003 Worst

Some firms have reported a pickup in activity and others are just “fighting for survival”. Temporary firms increased by little in demand. Salaries are down from the previous year. Railroad shipping has increased from last year with an increase in shipments of metals. Demand for legal services remains the same and demand for accounting services surprisingly stays solid. Many small businesses are struggling to stay in the market, specifically those that supply the high-tech industry. Furthermore, the airline industry remains “in a tailspin”. Demand for air travel remains elastic and airlines are having troubles passing the cost of higher fuels to their customers.
III. 2004 Best

Demand for legal services did not change much from last quarter. Legal contacts report positive attitudes from clients. Demand for accounting remains strong and up. Demand for temporary staffing is slowly improving. There is a high demand for workers in the healthcare industry. Trucking firms saw a drop in demand but expect it to pick up soon. Additionally, rail shipments were at an all time high with levels higher than both year to date and the last few weeks, except for motor vehicles. Furthermore, the airline industry stays competitive. Some airlines have improved with time while other reports show improvement.  
IV. 2004 Worst

Business services continue to grow at normal rate. Temp firms are slightly stronger than they were a year ago although there have been sporadic reports of layoffs of personnel. Additionally, Accounting and Legal firms have seen little change over time. The Sarbenes-Oxlet requirements have kept activity in the accounting sector up. Legal contacts state that law firms are a little weaker than last year. Additionally in the Transportation sector we have seen high fuel costs become a concern. Only one airline was able to manage its cost of operation, with intense competition airlines expect not to make that much profit. The trucking industry remains strong but is concerned with fuel costs. Lastly, rail shipping continues to see growth and hiring remains strong. 
V. Last Business Cycle Best

Services remained strong and nearly all contacts said sales were better than at this time last year. Temporary firms said almost all areas were performing well, including manufacturing, energy and particularly high-tech. Legal firms also reported strong demand. Transportation firms also reported strong demand. Trucking firms said activity had been particularly strong.
VI. Last Business Cycle Worst

Service sector activity was mixed in September and early October with some industries reporting a small decline, while others reported sharp declines. The Demand for air travel is currently down roughly 30 percent from September. Airline revenues are below operating costs, despite layoffs and other efforts to reduce costs. Business service firms saw little change in activity. Temp firms are seeing a decline in demand. Legal firms reported strong demand overall.” 

VII. Last Business Cycle, Peak

Demand growth has declined; Temporary firm’s business has weakened. Legal firms again show signs of slower growth, which are signs of a slowing economy; Transportation services have also experienced a modest decrease in demand. These firms continue to pass on high fuel costs to consumers.
VIII. Last Business Cycle Trough

Service sector activity continues to slow down. Legal firms saw strong demand for their services. Temporary service firms say activity has slowed faster than expected. Transportation firms continued to see declines in passenger and cargo shipping. The trucking industry has become very pessimistic; Airline passenger volume remains lower than the levels three months ago. “Business travel has decreased, with travel to Asian and European markets weakening. Airfares have been reduced in an effort to stimulate passenger volume, but costs are up, due to stricter security and other regulations.
IX. January 2005

Temporary staffing activity weakened. There is concerned about being unable to raise fees to offset an increase in state unemployment tax rates. Accounting services remained strong, activity due to requirements of the Sarbanes-Oxley legislation. Firms are hoping to be better at complying with regulations this year because they have experience with the new rules. Accounting companies are still hiring "a lot of new people," and one firm had to turn away work for a lack of professionals to staff the project. Demand for legal services stays high. Railroads experienced strong demand and rising prices. The trucking industry reported steady demand. Profits are being used to cover high fuel prices and medical insurance. Demand for air travel was up over a year ago, and airline industry contacts said planes have been flying fuller. Still, further layoffs are expected at some carriers
X. March 2005

Temporary staffing firms saw demand growth very slowly.  Demand for accounting services stayed very high for the most part. “Demand has been strong for work to support business transactions, mergers and acquisitions, seasonal tax needs and Sarbanes-Oxley regulatory requirements.” Hiring has been increasing. Wages, salaries and fees are also increasing. Legal firms experienced strong demand and increased hiring, salaries and fees. “The cost of doing business is going up for most law firms caused by malpractice insurance, health insurance and rent”. Demand for wireless telecommunications services continues to grow. Airlines are still experiencing tough conditions. Fares are too low to cover costs because carriers are pricing their product below a level where they can make actually make a profit. Rail traffic was strong, particularly for metallic ores, crushed stone, trailers and containers. Demand for trucking has been strong, but rising costs for fuel, insurance and equipment are a concern.
XI. April 2005

The demand for accounting services has remained high, mostly from firms complying with tax and regulatory laws; but there was some pickup in transactions services. Law firms have seen no change in the demand for their services. Temporary staffing firms experienced mixed demand. Activity is slow in the major metropolitan areas but picked has been better in outside the metropolitan areas. Demand for trucking has remained above last year's levels. Railroads and airlines experienced a higher level of demand. Airfares were up in some markets, but contacts said fare increases were too low to cover growing fuel and other costs.
XII. Prediction for June

Over all the service and travel sector is picking up and we will see possibly activity increase moderately in the major metropolitan areas. Furthermore, law firms and accounting firms have the possibility of increasing growth as we see them comply with regulations and laws. The transit sector will be having a rough time dealing with the increase in fuel costs and stiff competition. 

MANUFACTURING

I. 2003 Best 
High tech manufactured products continue to grow a normal rate. Job growth continues go down because of outsourcing. Mining and drilling activity have caused an increase in the demand for fabricated metals. Demand for primary metals has remained the same and inventories are in good condition. Refiners cut back production in October, performing maintenance and switching production from gas to heating oil. Demand for petrochemicals picked up for a moment in September, which most contacts at. It ended in October when demand growth fell back, returning producers to overcapacity and weak pricing authority. 
II. 2003 Worst
Manufacturing activity has continued to be slow overall. While there were some signs of pickup in the high-tech industry, Demand for fabricated metals was unchanged in January and February, and producers are worried about the outlook for activity over the next year. Metals producers reported some increases in selling prices. Paper and lumber producers experienced a decline in sales during the same period, caused by import competition.  The high-tech industry reported a small increase in sales. Consumers continue buying video and computer gaming systems, and other electronics. Inventories remain very low.  Refinery use on the Gulf Coast, which was running at about 95 percent in early December, fell to the 80 percent level as Venezuelan crude oil shipments were disrupted. Utilization dropped in early February. Demand for petrochemicals has been weak over the past two months, but is still, one exception is PVC.

III. 2004 Best 
Manufacturing activity appears to have increased. High-tech manufacturers report stable and strong growth. Consumer products such as MP3 players, video game systems and personal computers have increased the demand for orders for semiconductors. Hurricanes caused a decline in demand for glass because clean up is delaying new construction. Demand for primary metals is increasing, but there is concern that a slowdown in the Chinese economy will reduce demand for domestic metals that U.S. producers sell to China. Demand for fabricated metals is high, but inventory levels are also higher than normal. ”Producers say foreign demand increased because oil prices have gone up faster than natural gas prices, making U.S. chemicals, which are natural gas-based, more competitive than oil-based foreign production” Demand has been strong enough to allow producers to increase selling prices to cover costs.

IV. 2004 Worst

Manufacturing activity improved for most products, the outlook is "cautiously optimistic." high-tech manufacturing experienced a continued growth in orders.  Telecommunication manufacturing firms experienced continued recovery, with demand up and inventories declining. Refiners raised production levels in response to cold weather and higher heating oil prices. High natural gas prices have resulted in the loss of most exports

V. Last Business Cycle Best 

Manufacturing activity was up, with strong demand for energy and high-tech products. P. A shortage of some processors was limiting production of computers. “A large computer manufacturer said domestic consumer sales weakened over the last two weeks, but noted that demand is strong from almost all areas of the world and is optimistic sales will remain strong.” Petrochemical producers said that there was extreme strong domestic demand. Refiners also reported extremely strong demand. The seasonal maintenance period is now coming to an end, but Gulf Coast refiners operated at high levels during the period. Demand for apparel products was up over the last few weeks, and contacts reported hardly any change in the demand for brick, glass, primary metals and food products, with most reporting strong demand. Fabricated metals producers also reported continued strong demand, with particularly brisk sales to the energy and high-tech industries. Demand for concrete and cement remained unchanged since slowing in the first quarter. Demand for lumber and wood products declined over the past three months and the decline accelerated over the last two to four weeks.” 

VI. Last Business Cycle Worst 
Manufacturing activity accelerated into a decline in September and early October. Producers supplying the automobile industry reported a sharp drop in sales. Downstream energy-related manufacturing has benefited from lower oil and natural gas prices. The cement industry experienced backlogs of demand. Brick manufacturers reported continued slowing of demand, as single-family home construction decelerates. Demand for fabricated metals was slowing prior to September 11 and is slowing faster now. Selling prices have fallen dramatically, according to contacts who say that structural steel is selling at prices of 20 years ago. Glass producers reported drastic declines in demand since the last Beige Book. Inventories of glass are high, prices are falling, and production is being reduced. Apparel demand has also softened since September 11. Telecommunications firms continue to report weak and falling demand. Jet fuel is easily converted to heating oil, and contacts expect much of the reduced demand for jet fuel to be used to build heating oil stocks.

VII. Last Business Cycle peak


Manufacturing activity continues to fall across districts, with demand having fallen in most industries. Orders and production are down in the Atlanta, Boston, Chicago, Cleveland, Minneapolis, Philadelphia, Richmond and San Francisco districts. In the Boston and San Francisco districts, though, manufacturers still express concerns about excess inventories. Sales of such equipment in the Boston district, however, are up moderately. The Atlanta and Dallas districts still have excess inventories of telecommunications equipment. Business travel, however, is reportedly down, with travel-industry contacts in the Philadelphia district reporting some slowing recently.

VIII. Last Business Cycle Trough
Manufacturing activity declined slightly. Apparel manufacturers reported strong sales to discount stores, but slowing sales to other vendors. High-tech manufacturers said that, in early November, sales had flattened following some declines after September 11th. Selling prices are weak, but several firms noted that prices for memory chips are stable. Telecommunications firms said demand continued to decline over the past month, most construction-related manufacturers, including brick and lumber, reported a drop in demand, mostly due to slower home building. Glass sales were "decent" because sales are slow with home building. Demand for primary and fabricated metals fell, partly due to declining energy activity. Refiners increased output seasonally on the Gulf Coast in October. Margins declined slightly from moderate levels in September. Petrochemical producers reported little change in activity. Demand remains weak, but there was some indication of a pickup in the third quarter, mostly because lower input costs had improved the international competitiveness of domestic producers.” 
IX. January 2005
Lumber sales remained at high levels and producers of stone, clay and glass said demand was higher. District apparel manufacturers report no change in demand. Sales growth increased a little for semiconductor manufacturers. Producers noted continued gains in productivity and little overall job growth. Primary and fabricated metals experienced unchanged demand. Chemical producers continued to report strong increases in activity. Domestic and international demand has been strong for chlorine, caustic soda, ethylene and olefin products. Demand for polyvinyl chloride (PVC) also remained strong, although rising ethylene prices have squeezed margins.

X. March 2005
Manufacturing activity continued to strengthen. Demand for food products was up, and contacts were increasingly optimistic about the year. Demand for apparel products has been unchanged. High levels of demand have allowed prices to go up. The recent upswing in construction also stimulated demand for primary metal. Inventories of fabricated metals were reported to be high. The higher inventories were in anticipation of future demand, and others had fears of higher input prices. Manufacturers of telecommunications equipment reported unchanged sales. Refiner margins have dropped from high levels of the past few months to moderate in recent weeks because product prices have not kept up with rising prices. Demand for chemicals has remained extremely strong and is outstripping capacity. 
XI. April 2005
Manufacturing activity increased with strong demand for food products, some construction products and activity to support the energy industry. Producers of cement, clay, brick, tile and glass continued to report robust demand for their products. Demand for paper products declined a little in recent weeks. Demand for primary metals and lumber was unchanged. Lumber contacts reported that inventories are high. Stiff global competition continues to force producers to leave the apparel business. Sales of consumer electronics and personal computers were reported as unchanged. Demand for basic petrochemicals continued to be strong. Refiners reported that strong product demand and limited capacity allowed increased profits on both light, sweet and heavy, sour crude, despite sizable increases in crude oil prices.
XII. Prediction for June

In the manufacturing sector we will see growth continue to pick up with strong demand for construction goods and non-durables. The sector will see growth in areas in of petrochemicals. Additionally, lumber inventories will remain high. Over all for the exception of certain products like lumber and apparel there is continued growth.  

Real Estate and Construction

I. 2003 Best


Real Estate and Construction conditions flourished during the Fourth Quarter.  They were the highest throughout the year.  Although Real Estate and constructions were at its peak for the year the conditions still weren’t that great due to the fact for the first three quarters these numbers were considerably low.  The economy was starting to stabilize after a rough start to the beginning of the year and the events that took place with the war in Iraq.

II. 2003 Worst






The Real estate and Construction sector in Dallas was at a low for 2003 in the first quarter of 2003.  This can be attributed to weak commercial sales.  Leasing was declining and there were buyers out there looking for real estate.  During this period of time there were many options for buying with little people interested in the properties available.  This could be attributed to the uncertainty of war the country was facing which put a halt on the economic growth of the country.

III. 2004 Best 


The Highest numbers came from the fourth quarter.  Residential real estate continued to grow and this was seen at the bank through and increase in loans and an increase in mortgages.  While there was a significant increase in buying many were looking for the increase to be higher then it was.  The economy continued to increase at this period of time and this showed with an increase in real estate.

IV. 2004 Worst



The real estate business suffered the most at the beginning of 2004.  This was partially due to the carry over from 2003.  Both the residential and the commercial real estate industries were very soft at the beginning of 2004.  There were very little buyers and an abundance of sellers.  Due to this problem the Beige Book reported that the industry was at a low for the first quarter of the year.


V. Last BC Best 


The Best part of the Business Cycle was back in March of 2001.  The construction and Real Estate Industry was growing at a rapid pace.  There was an increase in the number of buyers.  This was a big change from when the previous quarter left off.  This can be attributed to the growing economy, due to this growth consumers were more willing to buy.

VI. Last BC Worst


The real Estate and Construction Industry suffered greatly in November of 2001.  This was due to the tragic events that took place in America just a few months earlier.  There was a major increase in the amount of Cancellations that took place in regards to building home and apartments.  The economy was really suffering at this period of time and we believe this is show by the lack of productivity that was taking place in the real estate and construction industry.

VII. Last BC Peak 


The peak of the Business cycle was in March of 2001.  At that time the real estate and construction industry was flourishing.  There was high demand for both new homes and apartments.  Commercially there was also very high demand for buying property.  There was also an increase in supply which helped lower the prices for the homes and apartments.

VIII. Last BC Trough 


The trough of the cycle was seen in the first quarter of 2002.  After September 11th the entire country was hesitant to spend money.  This hesitation led to excess apartments in Dallas with very few willing to buy or rent them.  This really hurt the real estate and construction industry in Dallas and forced projects that were previously scheduled to be cancelled.

IX. 2005 January


Even though many economists believe that 2005 will be a relatively slow year when it comes to real estate and construction, the first part of the year was favorable for that industry.  The demand for property was pretty high in January.  Unfortunately it is believed however that there is a very large supply of apartments with little demand in the Dallas area.

X. 2005 March


With an extremely large supply of Apartments the real estate and construction industry found them selves struggling throughout the first quarter of the year.  The challenge is now to find a way to increase demand.  Unfortunately this area is providing more options then are necessary and in return is suffering.

XI. 2005 April


The real estate and construction industry in Dallas for new homes is booming.  There is very high demand to buy at this present time.  This demand for new homes has really helped the industry however do to the extremely large supply of apartments the industry as a whole is still suffering.  Until they can find a way to have the demand for new homes is larger then the excess supply of apartments this can be a problem for a long period of time.

XII. Prediction for July


Unfortunately we believe that the Real Estate and Construction industry will continue to decline.  Construction should start do decrease even more with little being built until a demand is created.  We feel that this might take some time and could possible continue to decrease through the end of 2005.

Agriculture

I. 2003 Best 






Agriculture was at its prime for the year during the second quarter. This was because the climate was at favorable conditions to produce goods at a cheap price.  Due to these cheap prices and favorable conditions to produce the goods certain crops grew however there was a decrease in dairy production.

II. 2003 Worst 


The worst period of time for agriculture came during the first quarter.  This was due to the unfavorable climate conditions.  The cold weather made it difficult to ensure productivity and it maid the growth rate of some agricultural products slow down.  Due to the lack of productivity prices were forced to increase and supply decreased. 

III. 2004 Best









Demands on Products and high increases on prices where seen in the fourth quarter of 2004.  The price and demand for cattle reached highs that hadn’t been seen for some time.  The economy was starting to grow again and with that growth emerged demands for some of these agricultural products.
IV. 2004 Worst







Agriculture was at a low for the first quarter of the year. However; this was mainly due to the outbreaks of several diseases found in cattle.   Buyers of certain agricultural goods became hesitant due to these diseases and there also was a small decline in the amount of production. 


V. Last BC Best


Due to the Increase in rain the Agricultural industry was able to grow.  During the first quarter of 2001 the economy was growing.  Due to this growth and an increase in climate and weather conditions, the agricultural sector was also able to grow in Dallas.  There was also an increase in demand due to the economic growth.

VI. Last BC Worst


Unfortunately be cause of the events of September 11th the country’s economy was on a downward spiral.  There were very few consumers willing to spend excess of money on certain goods, Because of this lack of demand the agricultural sector was suffering.  Farmers were also hesitant to grow products because they believed that they wouldn’t sell. 

VII. Last BC Peak


The demand was high and the prices were low in March of 2001.  The farmers were happy and doing very well.  The weather conditions were good and they agricultural goods were being created at a relatively high pace.  The supply was also good.  Consumers were willing to spend there money on these goods and the state of the economy helped contribute to these positive outcomes.

VIII. Last BC Trough


The trough of the cycle occurred in the first part of 2002.  Money was being used very cautiously and there was great hesitation on the behalf of consumers as to what should be purchased.  Consumers started to cut back on certain things and this hurt the agricultural sector.  Consumers weren’t as willing to spend money on expensive meats or other agricultural products.

IX. 2005 January


With poor weather conditions in January the agricultural industry did not do as well as it would have liked to.  Unfortunately the demand was there however due to the difficulty of producing these agricultural goods there was little supply to go around.  Due to the lack of supplies there was an increase in prices which hurt the industry.

X. 2005 March


With the rain that fell in the earlier part of the year soil conditions were able to improve.  A growth in the agricultural industry has taken place because of the improvements in the soil.  Agricultural products are taking shorter periods of time to be created which has lead to and increase in supply and also been able to maintain prices.

XI. 2005 April

The agricultural sector is doing pretty well in Dallas.  There is still high demand for goods.  Also due to favorable weather these demands are being meet and this is resulting in pretty good prices.  It is believed however that there is still a lot of work that can be done in order to try and continually increase the supply and demand for these products.  Also there is some need to improve the soil conditions which in return should increase the supply.

XII. Prediction for July


Due to the uncertainty of weather conditions we feel that there is an uncertainty as to whether or not the agricultural industry will increase or decrease.  As seen from the previous reports whether plays a critical roll in the production of goods.  While rain can help the industry, too much rain can also hurt the industry.

Natural Resource Industries

I. 2003 Best

Natural resources remained at a constant for most of the year.  For all four quarters of the year the Natural Resources Industries were high.  Liquefied Natural Gas (LGN) continued to increase, international drilling also increased which helped the Dallas area because of the increase of traffic in the Gulf.  Also Domestic rigs increased al well from the year before.

II. 2003 Worst

There was not really a bad period of time for the Natural resource industry.  For the most part throughout the year the industry was relatively successful.  See the paragraph above for more information.

III. 2004 Best


These resources were at its peak for the year during the first quarter.  The demand was the highest it had been in several years.  Oil was one product being produced at a rapid pace.  These increases in production helped lower the cost of the goods and in return create more demand.

IV. 2004 Worst







The fourth quarter showed increases in gas prices and started to take a toll on some areas of the economy.  People started becoming more aware of the conditions and started to limit there driving time if possible.  These increases in gas prices also hurt several other natural resource industries.

V. Last BC Best


While in early 2001 when the Business cycle was good the natural resource industry also seemed favorable.  Due to Dallas’ location and the ability to access resources, the natural resources were easily able to be transported.   There was also an increase in importing and exporting these goods by way of the Gulf of Mexico.  We believe that the location of Dallas helped play a crucial roll in the growth of the natural Resource Industry

VI. Last BC Worst


Major damage was done to the natural Resources Industries after September 11th.   The industry which had only a few months prior been booming now saw itself coming to a screeching halt.  Places both domestically and internationally were very hesitant to do business with the United States.  Even though the government tried to get the country back on track and move forward as smoothly as possible, this did not happen in the natural resources industries. 

VII. Last BC Peak


Natural resources were being produced at a rapid pace because there was large demand for these products.  The economy was doing very well in the first quarter of 2001 and in return had consumers willing to purchase more.  These products were being provided at a cheaper price and there was a large supply to go around.

VIII. Last BC Trough


There was hesitation both on behalf of the producers and of the consumers to purchase these natural resources in early 2002.  The production came to a halt for these goods after September 11th.  This industry was lacking in demand and was really struggling because of it.

IX. 2005 January


 The natural resource industries started the year right where they left off.  Gas prices continued to increase and in return continued to hurt the market and the economy.  Unfortunately economists predict that this will be almost constant throughout the year.

X. 2005 March


Since January there has been a big improvement in the natural resource industry.  This improvement has lead economists to believe that prices might start to drop on some of these natural resources.  This drop was unexpected at this time and thus they are very pleased with what has been taking place.

XI. 2005 April


There has been an increase in production of natural resources. Also new technology has come out which is believed to speed up the production cycle.  This faster paced cycle should help increase the amount of product being made and also increase the quality of the product.

XII. Prediction for July


Judging by what has taken place since the start of the year we believe that natural resources will start to drop in price and that there will start to be an increase in the supply of these goods.  Hopefully this in return will increase the demand.  

Labor Markets

I. 2003 Best
For most of the year the wages faced a downward pressure which is good for industry costs.  The labor market was slow for most of 2003 but showed improvement near the end for a larger selection of qualified workers.  The layoffs in the labor market slowed in November and industries are beginning to increase the rate of new hires.
II. 2003 Worst
Layoffs were the major concern of 2003.  The labor market was described as being “too stiff” and the competition of firms for qualified workers put upward pressure on wages near the end of the year.  Insurance costs were high through the period and that caused firms to be reluctant to hire new workers.
III. 2004 Best
Hiring remained positive throughout the division in 2004.  Increased hiring was reported in service, manufacturing, technology, apparel, and lumber manufacturing.  Wage increases were noticed in June and the growth in health care costs slowed in July.  The most positive report for this period was that hiring was up in each report.
IV. 2004 Worst
The cost of health care increased throughout the period with the exception of July.  There was an increase in the Texas unemployment tax in January and financial stress put downward pressure on wages and employment in the airline industry.  Reports noted that the average salary for temps has been decreasing 2.7 percent year to year while the rising cost of health care deters employers to hire more full time workers.  Trucking companies reported a lack of qualified workers available in the division.
V. Last BC Best
The last business cycle from trough to trough was from March 1991 – November 2001.  During that period the labor market in the Dallas area began to loosen in some areas.  The manufacturing industry experienced a loosening of the market and found it easy to hire more qualified workers.  The market loosened significantly for most sectors near the end of the business cycle.  Wage pressure declined making it less costly for firms to hire better employees.  Even with the decreased wage pressure some industries continued their layoff practices.
VI. Last BC Worst
For the beginning of the last business cycle the labor market was tight.  Manufacturers found it difficult to hire workers and then to hold on to them due to upward pressure on wages.  Increased fees in health care and services made it more costly for industries to do business and hire more workers.  The market was extremely tight in the service industry at one point due to the competition and wage hikes.  Near the end of the business cycle layoffs were still reported in the telecommunication and transportation industries.
VII. Last BC Peak

In the peak of March 2001 business reported layoffs.  The labor market loosened and firms began to fire as opposed to hire.  Most firms were pleased with the market because they could release poor workers who they were previously forced to hire.  The industries expect increased productivity due to the numerous layoffs.
VIII. Last BC Trough
In the business cycle trough of November 2001 there were a few changes in the labor market.  The pressures on wages slacked for the first time in awhile.  Firms continued their non hiring practices and layoffs.  Layoffs were reported in the telecommunication and transportation industries and decreases were reported in executive pay.
IX. January 2005
The labor market has been down lately but it is improving in some occupational areas.  Other occupational areas are having a hard time finding people who are qualified to do the work.  The service sector is one of the more positive areas in that they are hiring more and more people.  The lumber industry is going to follow the service sector, with plans to increase their employment.

X. March 2005
The labor market is holding strong, if not improving in most cases.  Boston, Atlanta, and Chicago are a few of the cities with improving labor market conditions and temporary employment.  There is still labor demand in a few occupations, such as financial services, legal services, and freight transportation and distribution.

XI. April 2005
The labor market continued its improvement through April.  Some sectors are still finding it difficult to acquire good workers, like the accounting and banking industries. Most industries are reporting a decrease in wage pressure.  Health care costs are still high, but are increasing at a decreasing rate.  Overall the labor market is still holding strong.
XII. Prediction for July
With the labor market steadily improving over the past couple of months, there is no reason to predict otherwise.  The labor market should continue to be strong and increase.  If companies make the expansions they were planning in April and demand does increase, there could be a boom in the labor market and an increase in production.
Wages and Prices

I. 2003 Best
For the worker, the wages increased during the latter part of 2003 allowing qualified applicants to receive the appropriate pay.  Retail inventories were in good shape during the year and energy prices even declined for one small period.  Inventories went from record lows to increasing.  There was downward pressure on the prices of aluminum and scrap metal, lowering costs for some industries.  Wage pressure lowered at one point which cut costs for firms.  The West Texas intermediate crude oil was nearly $10 per barrel lower during 2003.
II. 2003 Worst
Crude oil, natural gas, heating oil, gasoline, and residual fuel oil prices were all up during the majority of the year.  The increased prices were attributed to low international supply due to geopolitical forces.  Not helping the increased prices, OPEC cut their oil production ahead of the normal schedule which lowered inventories.  Strikes in Venezuela lowered international supply even further and natural gas in fell below the five year average.  With the shortage, the Henry Hub natural gas index rose to $16 per thousand cubic feet.  Crude oil inventories reached the lowest level since 1974 and were still declining.  Gas consumption was up while the inventories were down to the lowest level in 8 months.  The high energy cost made plastics, chemicals, and paper more expensive.  Rising insurance costs due to regulation and transportation costs both helped to increase cost amongst firms.
III. 2004 Best
In the best parts of 2004 prices were up covering increased selling costs.  The prices of chemicals were up throughout the period bringing increased profits to chemical manufacturers in the district.  Also, prices were up for cement and lumber manufacturers.  Telecommunication equipment prices were low due to increased competition, lowering the cost for telecommunication companies.  Railroads were operating at or near capacity and airfares were kept low due to strict competition.  The lowest level of crude oil prices were between 32-35 dollars a barrel in March and natural gas fell near $5.25 per million Btu in July.  The natural gas price was accounted for by the record level of supply.  Heating oil prices were down due to large supply and reached a low of 84 cents per gallon.
IV. 2004 Worst
Energy prices were high throughout 2004.  Increased competition from China put crude oil barrels at a peak high of $56.  Some of the increased fuel cost (5-15 dollars per barrel) is accounted to fear of terrorist attack.  The increased competition from China also put downward pressure on manufacturing prices in the division.  Hurricanes increased gas and heating oil prices in October as gas inventories fell below the 5 year average.  The heating oil and diesel prices were at record levels in nominal dollar terms and agriculture manufacturers had a high cost of chemicals noted in the 2004 best section.  Shortages of scrap metal throughout the period affected manufacturing and producers of clay and cement reported high cost pressures due to transportation cost.  The heating oil prices were the highest ever seen in the late January to early February period at nearly $1.
V. Last BC Best
The last business cycle from peak to peak ran from July 1990 – March 2001.  During that period prices were steady for retailers and it was relatively easy for them to pass on cost increases to the consumer.  Services fees were up in the industry increasing revenues.  Air travel prices increased and stayed steady for most of the cycle.  Although there were rising energy costs the refiner’s margins were low for part of the period keeping revenues stable.  Natural gas prices were low for part of the cycle.
VI. Last BC Worst
Prices during the 1990 – 2001 peak to peak cycle were competitive amongst industries, keeping the revenues tighter than usual.  Low inventories caused price swings during the period and increased pressure on wages attributed to increased cost.  Increased wage pressure was followed by increased incentives for employees.  For firms, it was harder to keep employees than to hire new ones.  Natural gas, crude oil, gasoline, and heating oil increased during the period.  Refiner’s margins went up for most of the period and they eventually set record highs.
VII. Last BC Peak

The last business cycle peak was in March of 2001.  Higher energy prices boost sales in some industries while others had trouble in passing off the increased costs.  Oil prices were up due to OPEC changes, while heating oil and natural gas declined in price.  Although the natural gas prices have fallen due to rising inventory, the price level is still high when compared historically.  Increase in price of single family housing has not been as strong as expected.

VIII. Last BC Trough
Prices were down among some manufacturing products with more declines expected.  Industries reported that there was lower cost pressure due to decrease in utility, fuel, and shipping costs.  This could be accounted to the increase in crude and heating oil inventories that were lowering prices.  Gas prices were at the lowest in the last two years because inventories were up by six percent.
IX. January 2005
Energy, crude oil, and heating oil prices have fallen.  Although most of the prices have fallen, they are still high compared to previous years.  In contrast to these prices, paper products, fabricated metal, and primary metal prices are up.  Some companies are able to overcome this by raising the selling price, while others are unable to due to competition from their competitors.

X. March 2005
Wage increases were moderate in most Districts, but there were a few with large gains, such as trucking, legal services, and accounting.  There was word that benefit costs are going to increase drastically as well.  Retail prices are pretty stable, although input costs continue to increase.  Some companies have said that input cost pressure has been reduced in the past couple of months.

XI. April 2005
Although the inventories are up the energy prices continue to rise.  The crude oil inventories are increasing to five year highs while the price per barrel rose from $47 to $57 per barrel.  Obviously, when crude oil prices increase so will gasoline prices.  Gasoline is still being consumed despite high prices and large inventories.  Increasing cost for manufacturing companies is cause for concern as the oil prices rise.  Oddly, all fuel inventories are above average levels, some five year highs, and prices continue to rise.
XII. Prediction for July
Why would anything change?  Consumers are still buying the same levels of fuels as the prices continue to rise.  July should bring increased prices for crude, heating, and gasoline.  The inventories may start to decline or level off in July because manufactures will not need to hold excess amounts with the cost of the product so high.  Manufacturing companies will face higher costs and lower revenue margins until the price declines.
Banking and Finances

I. 2003 Best
Deposits amongst consumers were up for the year.  The deposits were strong due to economic uncertainty.  Real estate lending was extremely strong during 2003.  The strength was not due to more lending but to refinancing and increased refinancing for fear of increasing rates.  More capital investment was recorded in the period as well.

II. 2003 Worst
For 2003 the loan-to-deposit ratio was down.  Consumer lending was in the decline for the period due to delinquencies.  All lending in commercial and industrial areas were low, along with automotive lending.  Auto makers failed to increase lending through lower prices and special incentives.  Overall the declining conditions improved slower than expected.
III. 2004 Best
There was rapid expansion of bank branches and new banks in the district.  Commercial and industrial activity was up during the period as noted in March and July.  Deposit growth was up slowly, while lending was slowly increasing for businesses and rapidly amongst consumers.  Loan demand was up through the period.
IV. 2004 Worst
Although deposit growth was up slowly near the end of the period, it was down for most of 2004.  Competition kept loan pricing down which is good for consumers but not for banking.  For the most part, investment was slow and mortgage lending was down due to high interest rates.  Auto lending was also down for 2004.  Loan demand was up slightly but was still slower than desired.
V. Last BC Best
For the March 1991 – November 2001 trough to trough business cycle lending was up in the finance industry.  Auto loan demand fluctuated during the period, but was increasing for the majority of the cycle.  There was stable activity and most all loan demand was increasing.  Auto loans and new home loans paved the way during the cycle.  Lending to companies that benefited form the increasing oil prices increased substantially and were considered a good credit risk.  Credit unions reported that credit quality remained high throughout the cycle with tight credit standards to follow.
VI. Last BC Worst
For the same cycle mentioned above the refinancing was down.  Auto loans jumped around and were down for part of the period.  Lending was down is some sectors for part of the run.  Increases in delinquencies in commercial loans dropped the lending to that sector.  Lending for autos and real estate softened over the period as interest rate spreads showed a cause for concern.
VII. Last BC Peak

The March 2001 peak reports that loan demand is slowing.  The slow is attributed to the lack in consumer confidence of an increased economy. There are no changes in credit standards although some reporters say it is higher than six months prior.
VIII. Last BC Trough
The last business cycle trough was noted in November of 2001.  At that trough there was little change in loan demand and high deposit activity.  The loan demand could have been due to stronger than usual loan payments.  More money was flowing out of brokerage accounts and into banks at an accelerated rate.  There was no indication of slowing in bank performance.
IX. January 2005
Commercial and industrial companies are leading the industry with the strongest loan growth.  Mortgage lending and deposit growth are doing average with no change in the quality of their credit.  Despite no change in their credit, there are concerns that credit quality may decline soon as a result of rate pressure between banks.

X. March 2005
Lending activity is getting stronger, as is demand for commercial mortgages.  Credit standards and loan quality are staying about the same, though strong.  Some said that margins are getting smaller as a result of the competitiveness of the market.

XI. April 2005
Lending activity remained unchanged overall for April with a substantial amount of money available for lending the commercial real estate markets.  There is still competition for good investment which is causing lenders to change the terms of contracts to benefit the borrowers.
XII. Prediction for July
Lending activity has no reason to decline.  It remains strong in most sectors and should continue so.  Since lenders are reevaluating the terms of contracts in the interest of borrowers there should be increased lending in the future.  Conversely, lowered rates may lead to lower credit borrowers and increased delinquencies in the future.
Monetary Policy Recommendation

I. 2003 Best

The FOMC decided to lower its target for the federal funds rate by 25 basis points in June.  It is lowered from a previous 1-1/4 percent to 1 percent.  Along with this change the Board of Governors lowered the discount rate to 2 percent.  The economy is not doing as well as expected so the more expansive monetary policy is expected to help the economy improve over time.
II. 2003 Worst

The labor market has been less than optimal.  The economy is at a slow crawl for the majority of this period and the FOMC still remained constant on their target rates.  Through the whole period the FOMC only expanded monetary policy once to help the economy.  The one change is due to the belief that the economy will improve itself over time and the expansion was just to give the economy a jump start.
III. 2004 Best
The FMOC raised the target federal funds rate five times over the course of 2004.  Each time the committee raised the level by 25 basis points moving it from 1 percent before June to 2.25 in December.  The economy was seen as doing well and the monetary policy was meant to accommodate the growth in productivity.  Underlying inflation remained relatively low and price stability held within the anticipated bounds.
IV. 2004 Worst
With the monetary policy the job losses slowed but the hiring has lagged more than anticipated.  Incoming inflation numbers during the period increased higher than expected but the long term numbers remained in boundaries.  Also, output growth moderated in the middle of the year and labor market conditions slowed.
V. Last BC Best
In the business cycle of peak to peak that ran from July of 1990 to March of 2001 the FMOC changed the target federal funds rate several times.  The rate was at its highest level in July 1990 at 8 percent and then decreased nearly every month until September of 1992.  September was also the lowest recorded level of the target federal funds rate at 3 percent.  The longest period of rate stability ran from January 31, 1996 until March 25, 1997 where it was targeted at 5.25 percent.
VI. Last BC Worst
For the business cycle trough that started in March 1991 and ran until November 2001 the FMOC lowered the target federal funds rate multiple times until September of 92.  Over the course of the cycle the rate fluctuated up and down several times from a high of 6 percent to a low of 2 percent in the last month of the trough.  Rates were instable for almost all of 1991 and all of 2001.  Other years had fluctuations on only a few months.
VII. Last BC Peak

In the last business cycle peak in March of 2001 the FOMC lowered the target federal funds rate by 50 basis points to five percent.  The Board of Governors then approved lowering the discount rate by the same amount to 4.5 percent.  The peak brought about speculation by the FMOC that the economy may be weakening in the future.  The potential risk that demand and production remains soft gave the FMOC reason to intervene and keep a close watch on the economy.
VIII. Last BC Trough

In the latest trough of November 2001 the FMOC lowered its target federal funds rate by 50 basis points to two percent.  The Board of Governors then approved the same basis lowering of the discount rate to 1.5%.  The FMOC believed that the economy was going to continue to weaken of the foreseeable future.  With the same views of the economies future as at the last peak, the FMOC took the same position in stabilizing the economy.  Their position should help to bring the economy back to a positive movement.
IX. January 2005
The FMOC raised the target federal funds rate by 25 basis points to 2-1/2 percent.  The FMOC views remained constant with those displayed throughout 2004.  They believe the increase in the rate will help the economic activity as it has been doing throughout recent rate increases.  Both short term and long term inflation numbers remain in expected bounds and output is growing despite the continued rising energy prices.  The labor markets are also steadily improving.
X. March 2005
The FMOC once again decided to raise the federal funds rate by 25 basis points to 2-3/4 percent.  The labor market continues to improve with output still growing.  The FMOC believes this increase will continue to help economic activity.  Long term inflation is still within expectations, but short term inflation has been feeling pressure and pricing power is noticeable.  The FMOC believes this monetary action will keep both the upside and downside possibilities equal.
XI. April 2005
The monetary policy for the FOMC has not yet been revealed and therefore will be included in the expectations for July.
XII. Prediction for July
The prediction for July and April is that the FOMC will continue along the same lines that they have been doing nearly a year now.  The economy is growing a slow, but steady rate.  Output and the labor market continue to increase and the rising federal funds rate seems to be stabilizing the economic activity.  In April and July the FOMC should increase the federal funds rate by 25 basis points in both periods so that it increases to 3-1/4 percent in July.  This monetary action should keep both the upside and downside possibilities in the economy equal.
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