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2003 Best

Tourism & Services (2003 Best)


The sector that did the best in 2003 was the tourism and services sector.  Overall, there was a very large improvement across the entire industry.  There was increased traffic at amusement parks and also the tourist attractions remained very busy.  Other districts such as Richmond, reported a steady demand for scientific, professional, and technical service firms.  Meanwhile in Atlanta, there was a steady increase in transportation services such as taxi agencies, buses, and also seasonal freight.

Consumer Spending


Some of the best highlights for 2003’s best consumer spending were that inventories were well positioned.  Many retailers kept stocks lean.  Sales exceeded 2002’s levels. Positive expectations for the holiday season were met with strong holiday sales.  Business profitability, consumer spending, and housing all rose and this brought about a 2.7 percent increase in GDP.

Real Estate and Construction


The residential real estate market showed a lot of strength in 2003.  Hospital construction had a substantial increase.  Also, construction employment surged in the year 2003.  Homeowners who paid for renovations on their houses with funds that they received from when they refinanced their homes fueled this surge.  Towards the end of 2003 the condominium market began to improve as Atlanta’s economic recovery gained more and more strength.

Manufacturing


There was an increased demand for building materials suppliers.

Banking and Finance


Atlanta reported that there hasn’t been a decrease or an increase in their deposit growth, but that it has in fact held steady over 2003.  Also, some venture capital firms were beginning to evaluate start-up projects in the Atlanta district.

Agriculture


There were many boosts over 2003 in farm production.  This was due to mild, and dry, weather conditions.  Other favorable weather conditions such as light drizzles and high humidity levels, improved conditions across the entire market and continued to benefit farmers and ranchers in most districts.

Natural Resource Industries


The natural resource industries held themselves quite constant also.  Across the board there was nothing out of the normal.  San Francisco was fully stocked with natural gas by the time winter of 2003 came around.

Labor Markets


The labor market in Atlanta remained steady overall.  There were a few signs of 

Impending increases in employment.

Wages & Prices


There were some increases in commodity prices and several districts noted higher prices for plywood and steel.

Monetary Policy Recommendation


The monetary policy recommendation was to add further support for economic expansion.  In turn the target for the federal funds rate was lowered by twenty-five basis points, which brought it to one percent.
2003 Worst

Manufacturing (2003 Worst)


Atlanta and Richmond had a noted weakness in their textile and apparel production.  There was a very weak demand for paper products in several districts including Atlanta.  Growth in factory employment continued to remain weak.  This weak growth occurred across many of the districts besides Atlanta.  Repercussions of this weak growth resulted in plant closings and layoffs.

Consumer Spending


Unseasonably warm weather in certain parts of the country contributed to a weakness in retail sales; particularly apparel.  Removal of factory incentives, in Atlanta, drove down auto sales.

Tourism & Services


In 2003, business travel remained subdued.  International tourism was weak in 2003 also.  

Real Estate & Construction


Home sales and construction began to slowdown in Atlanta.  Richmond was met with sluggish activity in industrial space.

Agriculture


The Dallas district was hurt by arid dry weather while many of the other districts experience in a boost in their production

Natural Resource Industries


Seasonal cutbacks in production by oil refineries occurred in the Dallas District.

Labor Markets


The Cleveland, Atlanta, and Boston districts had difficulty finding some specialized workers.  Firms in 2003 were also waiting for sustained increases in orders before they hired permanent workers.

Wages & Prices


Through all the districts there were concerns about escalating health and other insurance costs.  Companies also started to shift their health insurance costs onto employees, with some companies eliminating health insurance entirely.

Banking & Finances


In Atlanta, refinancing activity remained at a low level.  Cleveland began to experience slower growth in its core deposits.

Monetary Policy Recommendation


The FOMC decided to leave interest rates unchanged.  Despite the risks of this decision, it balanced out and aligned itself with the goals of stability of price and sustainable economic growth.

2004 Best

Consumer Spending (2004 Best)


The positive expectations and strategic planning from 2003 paid off.  Consumer spending and sales in 2004 rose modestly compared to last year.  The prediction for positive growth in 2004 was right in line with last year’s expectations.  The most powerful sales came from specialty non-discount stores.  

Tourism & Services


Despite the hurricanes, the tourism and business has been on a steady road to recovery.  

Manufacturing


In 2004, there was increased regional demand for building materials.  This boosted the factory sector.  Plants were operating at capacity.

Real Estate & Construction


Housing markets remained strong in the latter quarter of 2004 and the nonresidential segment sustained small improvements.

Agriculture


Rains reduced the harvest time for the farmers in the Atlanta district.  Also, the time these farmers spent in the field was reduced due to the frequent rains.

Natural Resource Industries


No reported changes in the natural resource industry.

Labor Markets


Since the hurricanes, displaced workers have either migrated up north and settled into the Atlanta district work force, or returned to their previous employer.  Construction workers as well as roofers were very high in demand through the hurricane recovery process.
Wages & Prices


Prices for building materials and energy increased due to the increased demand.

Banking & Finances


In Atlanta there were many banks reporting strong income growth and a very strong asst quality.  The demand for consumer loans steadily increased.  Fortunately, delinquencies remained at low levels.

Monetary Policy Recommendation


Financial intermediaries were profitable, well capitalized, and well positioned to manage itself in a rising rate environment.  Price stability has allowed households and businesses to make decisions that optimized long-term growth in the economy.

2004 Worst

Agriculture (2004 Worst)


Due to the hurricanes, there was much devastation.  The water from the hurricanes spread the citrus canker disease throughout Florida and north towards Atlanta.  Prices on household vegetables were steadily on the rise because of damage from the storms.

Consumer Spending


Retailers from the areas affected most by the hurricanes noted that there were poor sales for anything not including building supplies and groceries.  Automobile sales were lower then expected and at times became stagnant.

Tourism & Services


In certain cases, facilities that went under repair had a lot of down time.  In certain cases, storm damaged repairs would take several weeks to several months. Manufacturing


Storm related damages had only a minor affect on manufacturing.  There were a few cases of hampered production for a small period due to offshore pipeline damage.

Real Estate & Construction


As the Atlanta, Florida, and Richmond districts were all hit from the storms and the hurricanes.  The recovery from these damages continued to dominate any type of building activity in southern parts of Florida, and Georgia.  Nonresidential construction also remained muted.

Natural Resource Industries


No reported changes in the natural resource industry.

Labor Markets


The districts of Atlanta and Florida that weren’t affected, endured an influx of construction workers.  This influx actually began to delete the construction workforce in the damage free areas of the district.

Wages & Prices


Building costs rose for wood, steel, concrete, and other materials that were a necessity in the recovery process from the storms.  Prices increased for reinforced and structural steel due to increased oversea demand.

Banking &Finances


In some suburbs in Atlanta, foreclosure rates increased and commercial loan demand remained at a constant low level throughout the entire year.

Monetary Policy Recommendation


Financial intermediaries that recently purchased loans and bought securities at a low interest rate will endure capital losses as the rates rise.

January 2005

Consumer Spending


In 2005, sales considerably up compared to last years sales.  Over the holidays, the Florida district benefited from strong tourism over the holidays.  Across the districts there was, was widespread discounting, and this was due too intense competition between the merchants.  In the many regions, jewelry and women’s apparel sold very well. 

Tourism & Services


There was increased traffic in Florida’s attractions due too a boost in foreign visits.  Central Florida’s theme parks have been filled to capacity.  The restaurant industry has also increased it’s hiring.  Some tourist attractions were damaged in the string of hurricanes, but renovations and repairs continue to be made on them. Trucking contacts increased the demand for freight services.  

Manufacturing


There were a lot of positive manufacturing results to start off this year.  There has been increased utilization of operating capacity carrying over from November and December of 2004.  Steel and construction material manufacturers were operating at very high levels of capacity because of a strong demand for them.  Output values for pulp and paper producers, carpet producers, and the defense sector remained on an incline.

Real Estate & Construction


Atlanta’s housing markets displayed strong levels of activity during the last months of 2004.  Construction and sales of new homes posted gains.  This brought them close to last years levels.  New housing construction pick up in Florida during the recovery period following the string of hurricanes that devastated the panhandle.  There were shortages in homes for sale & nonresidential construction remained at low levels.  However, there has been increased industrial development.

Agriculture


So far in there year there has been no major impacts on any of the district crops.

Natural Resource Industries


No reported changes in the natural resource industry.

Labor Markets


Many of the districts have reported having difficulty finding qualified staff to keep on as full time employees.  Subcontractors had an especially hard time finding quality employees.

Wages & Prices


Price increases for building materials were passed on to the homebuyers.  Larger and larger shares of the increase in health insurance costs are getting passed on to the employees of major companies.

Banking & Finances


This year began with consumer loan demand remaining at a strong steady level, while the delinquency rate remained low.  Commercial loan demand had a slight improvement but not enough to bring it from the low levels it currently at.  The quality of assets was very strong in Atlanta, as well as Richmond, and Florida.  Also, venture capital spending picked up in the Florida districts.

Monetary Policy Recommendation


In 2005, the economy has continued to expand at a steady pace. The labor market has showed signs of further improvement.  Also, consumer spending and the housing market remained healthy.  If monetary policy can remain accommodative, and financial conditions favorable, household spending will continue to be healthy and businesses will increase investment in capital equipment and inventories
March 2005

Consumer Spending


Gift Card redemption boosted Sales in January and inventories through February were right on target.  Home related goods as well as women’s apparel have been selling very strong.  Car dealers across all the districts were met with low car sales in January but the strong marketing tactics of these dealerships improved the sales through February and up through March.

Tourism & Services


The United States having a weaker dollar actually had a positive affect on the tourism industry in Florida.  Improvements in several Latin American economies led to an increase in migration from their countries to south Florida.  Unfortunately, tourism in some areas of Florida has been recovering a lot slower than other areas due to serve hurricane damage.  Hospitality businesses are predicting stronger bookings in the future.

Manufacturing


The weaker United States dollar has also helped to stimulate exports.  Firms that import components for electronic devices, such as computers and televisions, have endured increasing costs because of the raised import prices.  Unfortunately two Georgia facilities were forced to close because of increased competition from imports.  600 jobs were lost due to just these two closures.  

Real Estate & Construction


Home sales and construction began to slow down in Atlanta.  Builders and Realtors made reports of strong activity in housing construction and sales.  Office vacancy rates slowly declined from their high levels.

Agriculture


The citrus industry in Florida is currently being driven by reduced orange and grapefruit crop estimates.  Because of hurricane damage the orange crop is at it’s smallest in over a decade and is still being threatened by the spread of the citrus canker disease.  On a positive note, cotton and poultry growers have benefited from firmer prices, lower costs of feed and strong demand.

Natural Resource Industries


No reported changes in the natural resource industry.

Labor Markets


The labor markets have been cautiously hiring.  The shortages of labor have kept builders from fully meeting housing demand in Florida.  In search of qualified workers, ads for employment are going up in many businesses.

Wages & Prices


There have been increases in healthcare and other commodities.  Building materials and energy prices have increased, but there are also increases in price variability between several related goods.  This price variability has made it hard to forecast short-term business costs.

Banking & Finances


In the Atlanta district, financial activity remained strong.  There was a bit of a slow in consumer loan demand.  Commercial loan demand continued to remain at low levels.  Asset quality across the district banks continued to remain strong.  The Atlanta district attracted many venture capital firms in the final months of 2004 and beginning quarter of 2005.

Monetary Policy Recommendation


Consumer price inflation moved higher with the surge in energy prices, but core consumer price inflation, excluding food and energy, remained well contained, and measures of expected inflation over longer horizons held steady or would go in the other direction and start to edged lower.  Core inflation stayed moderate, and measures of inflation expectations remained well anchored.
Last Business Cycle Best: September 2000

Consumer Spending


Sales growth reportedly varied considerably among District retailers during the early part of the third quarter. Overall, same-store sales growth was moderate, but most stores said that late summer sales results had fallen below expectations. Merchants in several areas reported that an earlier than usual start to the school year may have damped sales. Inventories were mostly described as balanced, although some instances of deeper than normal discounting were reported. Generally, District retailers remain confident that third-quarter sales growth will come close to year-ago results. 

Tourism and Services


Reports from the tourism and hospitality sector were generally upbeat. Hotel and resort contacts in south Florida say that the summer months generated better revenues and occupancies than in 1999 and that bookings for the fall are slightly ahead of last year's pace with little discounting. There is continued concern that increased energy prices may eventually discourage travel and tourism to south Florida during the peak winter months. Some reports from northern Florida suggested that earlier school start dates in parts of the District slowed end-of-summer business. Along the Mississippi Gulf Coast, casino revenue growth has slowed markedly from last year. 

Manufacturing


Three vehicle assembly firms recently announced plans to invest a total of over $2 billion and hire about 5,500 workers over the next few years at plants in Alabama and Tennessee. On a less positive note, in Alabama, a large steel mill is expected to shut down in a few weeks with the loss of about 1,800 jobs. Improvements in the energy sector have increased the demand for products of oil field service companies. However, a plastics manufacturer reported that increases in the cost of petroleum-based raw materials has caused him to cut back production and lay off staff. Reduced building activity, together with weak exports and increased production, has adversely impacted District lumber producers. 
Real Estate and Construction


The single-family housing market continued to perform below last year's high levels in most areas of the District. Over half of the builders contacted said that home construction was equal to or slightly below last year's level during July and August and that sales of new homes weakened during August. However, new home inventories were mostly described as balanced. Reports from real estate agents suggest that existing home sales during July and August were mixed and that inventory levels varied by location and price. Realtors noted that there was little evidence of overbuilding. Looking forward, contacts expected few changes in the single-family market through the remainder of the year.  The commercial real estate market continued to perform at strong levels and growth remained balanced overall. Vacancy rates were generally low and absorption continued at a healthy pace across most of the region. Contacts noted that developers and lenders have become increasingly cautious about speculative construction. 

Agriculture 


The drought continued to take a large toll in many parts of the District through the summer months, with the loss in production estimated to be over 50 percent for some crops. Low product prices, together with higher energy costs and increased use of irrigation, have further impacted farm profitability. Large parts of the District, including all of Georgia and parts of Florida remained eligible for federal agricultural disaster assistance. 

Labor Markets 


Labor markets remained tight, but there has been moderate easing in some sectors, such as the apparel and the paper and lumber sectors, because of weaker product markets. A construction industry spokesman said that more subcontractors than before were looking for work. Another contact noted that skilled labor such as nurses and IT professionals remained in short supply. Several reports suggested that businesses have reacted to continuing labor shortages by increasing the amount of overtime and by investing in productivity enhancing technology.
Wages and Prices 

Energy and health care continued to be the primary sources of pressure on input costs, and increases in stainless steel prices, the price of plastic, and transportation charges were described as indirect results of rising energy prices. A large District company was reportedly expecting a 14 percent increase in health insurance premiums in 2001. 

Banking and Finance


Contacts indicated that consumer loan demand continued to be strong, and commercial loan demand was brisk but less vigorous than in previous quarters. Venture capital financing remained active. Overall loan quality was said to be good with no major signs of deterioration. Declines in net interest margins and low deposit growth were noted as increasing concerns for some District banks. Residential mortgage demand was described as soft. 

Last Business Cycle Worst: January 2001

Consumer Spending


Deep discounting was widespread during the holiday season as retailers struggled to make sales. Sales results were mixed across product types, and discount stores continued to fare better than other types of retailers. Apparel sales were difficult because of unusually mild weather in early December. Sales of home electronic and other home-related products were generally strong. According to contacts, post-holiday traffic was down compared with recent years, although some also noted that the amount of clearance merchandise available was also lower.  December vehicle sales were mixed. Car sales were reported to have declined sharply for some makes and models, but there were gains in light truck segments and for popular SUV models. Meanwhile, used car dealers reported large inventories and weak prices. 

Tourism and Services


Travel activity continued to improve in December from the lows experienced following September 11, but hotel occupancy was still below normal in several locations. In south Florida, occupancies remained held down by the decline in international tourists. The size of the price discounting for hotel rooms, cruises, and rental cars has lessened in markets where traffic has nudged higher. Activity at Mississippi Gulf Coast casinos remained solid. The New Orleans economy will benefit from hosting the Super Bowl in early February, and early bookings for the Carnival season are encouraging. An unexpectedly severe snowstorm in parts of the District in early January disrupted travel activity. 

Manufacturing


Factory activity remained weak in December, and further job cuts were announced in several industries. Some companies reported reductions in part-time workers and the elimination of extra shifts. However, reports were also more mixed than in recent months. Several firms noted a modest pickup in new orders and were rehiring some of their recently laid-off staff. Also, while one large auto manufacturer was considering cutting capacity at a District assembly plant, some other auto producers in the District were working overtime to keep up with demand. The District's defense contractors continued to benefit from contracts for a variety of projects, and a producer of health-care products announced plans to expand capacity because of continued strong demand. 

Real Estate and Construction


The District's single-family home markets continued to perform well in December. The demand for low- to mid-priced homes was strong, while the demand for high-priced homes remained soft in several markets. Contacts suggested that home sales may have equaled or surpassed year-ago levels in December, while the pace of new home construction was near the level of a year ago.  Commercial real estate markets have changed little since our last report, with conditions remaining weak in most areas. Vacancy rates increased in some markets, and the increasing abundance of sublease space across the District kept absorption low. Construction levels have slowed considerably over the year, and current commercial construction is dominated by build-to-suit and government projects. 

Agriculture


Crop producers in the District remain pressured by low market prices. Prices were well below year-ago levels for cotton, soybeans, and peanuts. However, lower crop prices have helped reduce feed costs for the District's large poultry industry as well as cattle producers. Early indications suggest that the 2001 sugar harvest will fall short of last year because of recent drought conditions, but prices for Florida's citrus products continued to improve on reports of weaker growing conditions in Brazil. 

Wages and Prices


Wage and price pressures were subdued in the District. According to some reports, the size of year-end bonuses or pay increases for salaried workers was lower than in recent years. Hospitals continued to hire aggressively and offer large signing bonuses. Reports again suggested that recent price increases have been limited to health-care costs, security costs, and insurance premiums. Home price increases continued to moderate, while previous sharp declines in prices for hotel accommodations and other travel-related services abated in areas where demand has recovered. Low energy prices continued to moderate gas and oil extraction activity in Louisiana. 

Banking and Finance


Loan activity remained mixed. The consumer sector was robust in most parts of the District. Refinancing and home equity loan activity was "booming," according to some contacts. Delinquency rates on consumer loans continued to increase but remained at low levels overall. Commercial loan demand remained soft, but banks reported some increase in merger and acquisition activity in the District. 

Last Business Cycle Peak: March 2001

Consumer Spending


Most District retailers reported that January sales slightly exceeded year-ago levels. However, much of the sales were clearance items left over from a disappointing Christmas. Sales results during the early part of February were down from the previous month and about equal to year-ago levels; these results were largely in line with expectations. Discount department stores again reported the best sales results. Recent strong sellers included women and children's apparel and shoes; jewelry and men's apparel sales were weak. Generally, District retailers anticipate that first-quarter sales will be similar to a year ago. Total auto sales have reportedly weakened considerably, with sales in middle Tennessee, for example, reported as the worst in some time. High gas prices were cited as hurting sales of SUVs and other large vehicles. 

Tourism and Services


The outlook is still bullish for south Florida's tourism industry; room rates and occupancies there are above year-ago levels. Hoteliers are optimistic about the results for the remainder of the peak tourist season, and forward reservations are at high levels. "Snowbirds" are reportedly arriving at Alabama and north Florida beaches in record numbers this year; however, one report indicated that bookings for spring break are down from last year at some hotels. Continued strong convention activity is expected to boost Atlanta's hotel market this year, reducing concerns about the large number of rooms added in recent years. 

Manufacturing


Factory activity continued to contract. Contacts reported a further downturn in the District's paper industry because of low demand and high natural gas prices. One large paper producer closed plants in Tupelo and Mobile and is trying to sell a plant in Natchez. Some of the largest aerospace, manufacturing, and telecommunications firms in south Florida lay off workers, citing a need to reorganize and become more efficient. High-tech firms continued to pare back operations in Atlanta. Slowing light truck and auto sales led to temporary layoffs at component supplier plants in Alabama. More positively, expansion plans for current vehicle production facilities in Alabama and Tennessee and new plants in Mississippi and Alabama remain on track. District shipyards continued to receive large military and private contracts. 

Real Estate and Construction


By most accounts, January and early February single-family home construction and sales were similar to last year's levels and up from fourth-quarter results. This recent improvement in the housing market was credited to lower mortgage rates. The most positive reports came from Florida, whereas sales were mixed across Georgia. Builders continued to report that housing inventories were in check. Contacts reported that price concessions were present in several markets, including Atlanta and Nashville. The outlook among builders and Realtors is mixed across the region but more positive than in our last report. Atlanta, Nashville, and Orlando were characterized as renters' markets in the multifamily sector.  Commercial construction continued to slow in most of the District. Vacancy rates generally remained at low levels but have increased slightly recently in several office markets, including Atlanta, Jacksonville, and Nashville, as well as in the Nashville industrial market. Office markets in Miami remained strong. Developers and lenders are proceeding more cautiously with new projects in most areas and are requiring higher levels of pre-leasing. Overall, contacts continued to see little risk of a sizable, prolonged downturn in commercial real estate markets in the District. 

Agriculture


Rising costs for farm inputs have negatively affected farm finances. Increased costs of fertilizers and pesticides were reported by Chicago, Minneapolis, Kansas City, Dallas, and San Francisco. Grain production in the Richmond District has been hurt by low soil moisture levels. Dry conditions have also reduced pasturage in the District. Agricultural production in the Dallas District has also been impaired by dry weather, but recent rains have improved prospects for the wheat crop and cattle forage. In general, grain prices remain low, but cattle prices appear to be firming. 

Labor Markets


Labor markets appear to have loosened in some areas, but most contacts noted little change in hiring plans. Some employers reportedly cut back on temporary help and limited overtime. The recent upswing in layoffs has largely brought the job-hopping phenomenon of the last two years to an end. Information technology jobs are still going unfilled in parts of the District, but turnover has slowed down and the hype of stock options has died. The critical shortage of nurses continued, putting upward pressure on wages. 

Wages and Prices


Competition and weaker demand held down prices for most sectors, with the usual exceptions. Health insurance premiums continued to rise at double-digit rates; these large medical benefit cost increases have become a problem for many employers, and more firms have restructured benefit programs or increased employee co-pays. High energy price increases continued to adversely affect regional industries except for the energy extraction sector. Fuel cost increases forced many small trucking companies into bankruptcy. High fertilizer and pesticide prices are expected to squeeze many District farmers. Several contacts noted that companies cut or held prices steady in order to secure market share in the face of slower demand. 

Banking and Finance


Loan activity remained sluggish throughout the Sixth District. Consumer and commercial loan demand was weaker than last year, with automobile loan demand especially subdued. Residential mortgage demand was described as moderately weaker, although refinancing activity continued to rebound. Financial institutions were said to have raised credit and monitoring standards for most types of loans, and asset quality remains healthy. 
Last Business Cycle Trough: November 2001

Consumer Spending


According to District retailers, sales growth improved considerably in October but then pulled back slightly in early November. Discount retailers continued to fare much better than their department and specialty store counterparts. About one-half of the retailers contacted said that recent sales were below expectations and inventories were high. By most accounts, deep discounting and promotions have become the norm. The outlook for the holiday season amongst retailers remained mixed. Discount merchants' expected modest sales improvements and upscale retailers anticipated flat to lower sales compared with last year.  Auto sales increased to record levels in the District in response to the zero percent financing and extended warranty incentives offered by several manufacturers. Industry contacts reported dramatic gains in October sales compared with a year ago, far exceeding their sales objectives and sharply reducing inventory levels. The pace of sales slowed in early November as the financing incentives narrowed in scope. Record numbers of trade-ins and rental car fleet reductions have caused used car inventories to swell across the District leading to sharp declines in used car prices. 
Tourism and Services


Contacts reported that the District's hospitality and tourism sector continued to reel from the slowing economy and the impact of the terrorist attacks on air travel. Hotel, car rental agencies, airlines, and cruise lines in central and south Florida have experienced some improvement in business from the record lows following the September 11th attacks but remained well-below normal levels for October and November. A major car rental firm based in south Florida filed for Chapter 11 protection because of a sharp decline in activity. The opening of a large hotel in Orlando was postponed as attendance at local tourist attractions waned. The travel slowdown also affected hotels in Atlanta and along the Mississippi Gulf Coast. Florida tourism officials are hoping that sales incentives, lower gas prices, and an early, cold winter in the North will improve the state's tourism numbers. Reservations in Florida for the December through April period were on an increasing trend through mid-November. 
Manufacturing


The manufacturing sector continued to trim production and payrolls in October and November. The investment strategies of manufacturers remained conservative, and only essential capital expenditures were undertaken. Many businesses have increased expenditures on security equipment and security personnel. Manufacturers announced layoffs and production cuts in the electronics, automobile, shipbuilding, tire, and building products industries. In one positive development, the U.S. Department of Defense awarded the Joint Strike Fighter plane production to Lockheed Martin, securing jobs at the company's large Marietta, Georgia, facility. 
Real Estate and Construction


The single-family housing market remained quite solid through early November with the most positive reports coming from Florida. The demand for low- to mid-priced homes was steady across the District, whereas the demand for high-priced homes softened in markets such as Atlanta and Nashville. Most contacts expected that home sales and new home construction would moderate in the fourth quarter. Office and industrial real estate markets continued to weaken in the face of higher vacancy rates and additional sublease space. Rental rates declined in several markets. Contacts reported that a pickup in commercial construction was not expected until the second half of next year. 
Agriculture


The decrease in world demand for textile products and high levels of domestic production has led to some of the lowest cotton prices in the past 25 years. Cotton is the largest cash crop in Mississippi, Louisiana and Georgia. A lower than expected forecast for this season's Florida citrus crop, together with reported disease problems in Brazil, was good news to local citrus growers who had been facing low prices and strong competition from Brazilian producers. 

Labor Markets


Labor markets continued to ease. Layoffs and downsizings contributed to a greater supply of available workers and wages were steady to lower.
Wages and Prices


According to reports, wage pressures were subdued in the District. However, hospitals are operating at high capacity and are aggressively hiring nurses, pharmacists, and other health care workers. Some double-digit percentage increases in health care charges and insurance premiums were reported while home price increases moderated. Large price declines were reported for hotel accommodation and other travel-related services. In addition, energy prices decreased sharply across the District, leading to a reduction in gas and oil activity in Louisiana. 

Banking and Finance


Commercial loan demand softened further in the Sixth District according to reports, but mortgage refinancing remained brisk in early November. Deposit growth was sluggish in some parts of the region, and there was some tightening of credit standards for loans secured by commercial real estate. There has been no sign of improvement in the District's venture capital markets. 

April 2005                                                                                                                             

Consumer Spending                                                                                                          
District retailers reported that March sales exceeded expectations, in part because of strong Easter-related activity. Once again, very strong results were reported from tourist destinations in Florida. Apparel sales were solid in most areas of the District. Merchants commented that they anticipate positive second-quarter sales relative to a year earlier, although several contacts noted concern that rising fuel prices may have dented discretionary consumer spending. District auto dealers had mixed results in March. Foreign-brand vehicles continued to perform well throughout the region, and some Florida contacts also noted positive sales of some domestic brands. However, overall purchases of domestic full-size trucks and SUVs were below year-ago levels. Most dealers stated that used car sales had improved from weak 2004 levels, and auction prices were higher.
Tourism and Services                                                                                                         
Spending on travel and tourism improved throughout much of the country. Bolstered by foreign visitors, Florida recorded high passenger counts on cruise lines and robust bookings at theme parks. In general, firms in the service sector enjoyed a moderate increase in activity. According to Atlanta, temporary employee hiring maintained a brisk pace, while Philadelphia, Cleveland, and Richmond observed some pickup in demand at employment agencies. Demand for trucking and shipping services in several Districts reportedly eased somewhat as firms began passing on higher fuel costs to customers. Labor markets improved modestly in March. Temporary employee hiring remained brisk, especially in the business services sector. Several contacts reported that they expected the pace of hiring to slow because of the rising cost of employee healthcare benefits and a lack of qualified applicants in some industries. For the trucking industry, in particular, the availability of qualified drivers remained limited.  Contacts again reported price increases in several sectors. For instance, building materials prices edged higher again and petroleum-based goods such as plastics experienced notable price increases. Several contacts noted that they have been able to pass on higher energy and materials prices to their customers.   
Manufacturing                                                                                                                
The updates on manufacturing were largely positive. Eleven of the twelve Districts indicated that production or orders were rising, while Chicago characterized activity as continuing at solid levels with the exception of continued weakness in light vehicle production. Several Districts with largely upbeat reports nevertheless indicated that increases in manufacturing output may be moderating a little. For example, New York cited a "loss of momentum" in the manufacturing sector, and Cleveland stated that "many firms noted flattening new orders growth" for durable goods.  Districts reported strong or rising demand for various durable goods, including building materials, machinery and machine tools, fabricated metals, energy-related equipment, and defense equipment. Shortages of tires and metal parts were said to be constraining heavy truck and other production in Chicago, Minneapolis, St. Louis, and Kansas City.  Manufacturers in all Districts were reportedly facing rising costs for a variety of inputs, most notably energy, transportation, petrochemicals, and other petroleum-based products.  Reports from the factory sector continued to be positive. Some manufacturers increased production and lengthened workweeks in response to rising demand. Solid activity was noted by contacts in most industries, including carpet, building materials, machinery, and manufactured housing. In addition, contacts in the forest products and pulp and newsprint industries were optimistic about current and future activity.
Real Estate and Construction
                                                                          
Overall, March single-family home construction and sales remained near high year-ago levels. Moreover, both Realtors and builders in Florida continued to report record levels of activity. The demand for residential housing remained extremely strong in Florida, and shortages of homes for sale were noted by several contacts. In addition to single-family homes, condominium construction and sales were vigorous in Florida. Most contacts agreed that District residential construction will likely remain strong in the short-term, but some slowing is anticipated in the second half of the year.  Improvements continued to be noted in commercial real estate markets. Retail development remained solid across the District, and industrial projects have been gaining pace as firms move forward with expansion plans. Office development was also improving, with plans for several new office towers.
Agriculture                                                                                                                         
Rains severely slowed fieldwork for most District growers in March and early April. Also, Florida's citrus industry continued to monitor the impact of canker disease. So far, about 4,500 acres have been destroyed because of canker but up to 10,000 acres may be cleared before the disease is brought under control. The outlook for the District's poultry and cotton industry was reported to be positive because of strong export demand.  Atlanta contacts reported strong export demand for cotton and poultry, while Dallas noted improved selling prices for wheat, corn, and soybeans and favorable prices for livestock.
Natural Resource Industries                                                                                                There is not much of a natural resource industry in the Atlanta District.
Wages and Prices                                                                                                                   
Labor markets improved modestly in March. Temporary employee hiring remained brisk, especially in the business services sector. Several contacts reported that they expected the pace of hiring to slow because of the rising cost of employee healthcare benefits and a lack of qualified applicants in some industries. For the trucking industry, in particular, the availability of qualified drivers remained limited.  Contacts again reported price increases in several sectors. For instance, building materials prices edged higher again and petroleum-based goods such as plastics experienced notable price increases. Several contacts noted that they have been able to pass on higher energy and materials prices to their customers.
Banking and Finance                                                                                                       
Financial activity in the District was brisk. Loan demand remained at high levels and some areas that experienced a slowdown in early 2005 noted an increase in activity in March. Contacts reported that consumer loan activity was expected to remain robust in the second quarter. Bankers also noted steady deposit growth, with several institutions expanding facilities and increasing hiring to meet demand. A modest improvement was also noted in commercial loan demand.
Monetary Policy Recommendations                                                                                
The information that the Committee reviewed at its February 2005 meeting indicated that the economy had continued to expand at a steady pace. The labor market showed signs of further improvement, and consumer spending and the housing market remained robust. Core inflation stayed moderate, and measures of inflation expectations remained well anchored. Given the solid economic expansion and limited price pressures, the Committee voted to continue its removal of policy accommodation by raising its target for the federal funds rate from 2-1/4 percent to 2-1/2 percent and to essentially repeat the language of the December statement. Futures market quotes indicated that investors had already priced in a 25 basis point increase in the target federal funds rate.

July 2005 Prediction

Consumer Spending


The July sales will increase in expectations, in part because of strong Fourth of July related activity. Once again, very strong results will occur in tourist destinations in Florida. Apparel sales were solid in most areas of the District.  Merchants commented that they anticipate positive third-quarter sales relative to a year earlier, although several contacts note that rising fuel prices may dent discretionary consumer spending. District auto dealers expect larger car sales to go down in July.  Foreign-brand vehicles will continue to perform well throughout the region, and some Florida contacts will have positive sales of some domestic brands. However, overall purchases of domestic full-size trucks and SUVs will be below year-ago levels. Most dealers stated that used car sales will improve from weak 2004 levels, and auction prices will be higher.

Tourism and Services


Spending on travel and tourism will improve throughout much of the country. Bolstered by foreign visitors, Florida will have high passenger counts on cruise lines and robust bookings at theme parks. In general, firms in the service sector will enjoy a moderate increase in activity. According to Atlanta, temporary employee hiring will maintain a brisk pace, while Philadelphia, Cleveland, and Richmond may have some pickup in demand at employment agencies. Demand for trucking and shipping services in several Districts will drop off because higher fuel costs in the summer. Labor markets are expected to improve modestly in July. Temporary employee hiring will remain brisk, especially in the business services sector. Several reports say that they expect the pace of hiring to slow because of the rising cost of employee healthcare benefits and a lack of qualified applicants in some industries. For the trucking industry, in particular, the availability of qualified drivers remained limited.  Contacts again report price increases in several sectors.  Building materials prices are getting higher again and petroleum-based goods such as plastics will experienced notable price increase? Several contacts note that they will be able to pass on higher energy and materials prices to their customers.

Manufacturing


The predication on manufacturing will be largely positive. Eleven of the twelve Districts indicated that production or orders will rise.  District will have a strong or rising demand for various durable goods, including building materials, machinery and machine tools, fabricated metals, energy-related equipment, and defense equipment.  Manufacturers in all Districts will face rising costs for a variety of inputs, most notably energy, transportation, petrochemicals, and other petroleum-based products.  Reports from the factory sector will continue to be positive. Some manufacturers may increase production and lengthened workweeks in response to rising demand. There will be solid activity in most industries, including carpet, building materials, machinery, and manufactured housing. In addition, contacts in the forest products and pulp and newsprint industries are optimistic about future activity.

Real Estate and Construction


Overall, July single-family home construction and sales will remain near high year-ago levels.  Moreover, both Realtors and builders in Florida may have record levels of activity. The demand for residential housing will be extremely strong in Florida. In addition to single-family homes, condominium construction and sales will be high in Florida. Most contacts agreed that Districts residential construction will likely remain strong in the short-term, but some slowing is anticipated in the later half of the year.  Improvements will continue to be high in commercial real estate markets. Retail development will be solid across the District, and industrial projects will gain pace as firms move forward with expansion plans. 

Agriculture


Agriculture should improve in the summer with the increasing rains.  Florida citrus industry will continue to monitor the impact of canker disease. So far, about 4,500 acres have been destroyed because of canker but up to 10,000 acres may be cleared before the disease is brought under control. The outlook for the District's poultry and cotton industry was reported to be positive because of strong export demand.  Atlanta contacts expect strong export demand for cotton and poultry.

Natural Resources Industries

There is not too large of a natural resource industry in the Atlanta District.
Wages and Prices


Labor markets improved modestly in July. Temporary employee hiring will be brisk, especially in the business services sector. Several they expect the pace of hiring to slow because of the rising cost of employee healthcare benefits and a lack of qualified applicants in some industries. For the trucking industry, in particular, the availability of qualified drivers will remain limited.  Price increases in several sectors are expected.  For instance, building materials prices will be higher again and petroleum-based goods such as plastics will experience notable price increases.
Banking and Finance

Financial activity in the District will be brisk. Loan demand remained at high levels and some areas that experienced a slowdown in early 2005 will note increase in activity in July. Consumer loan activity is expected to remain robust in the third quarter. Bankers also expect steady deposit growth, with several institutions expanding facilities and increasing hiring to meet the future demand. A modest improvement was also being noticed in commercial loan demand.

Monetary Policy Recommendation

The information that the Committee reviewed at its February 2005 meeting indicated that the economy had continued to expand at a steady pace. The labor market showed signs of further improvement, and consumer spending and the housing market remained robust. Core inflation stayed moderate, and measures of inflation expectations remained well anchored. Given the solid economic expansion and limited price pressures, the Committee voted to continue its removal of policy accommodation by raising its target for the federal funds rate from 2-1/4 percent to 2-1/2 percent and to essentially repeat the language of the December statement. Futures market quotes indicated that investors had already priced in a 25 basis point increase in the target federal funds rate.

