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2003 Best
Consumer Spending


Consumer spending in Philadelphia increased in September due to federal income tax rebates.  During the year sales were decreasing and consumers were cautious with their money.  Sales increased as did traffic in the stores.  It was around the back – to – school period.

Tourism and Services


In April demand for informational technology services increased due to a strong demand from government agencies and in July and October service firms’ experienced steady growth.  After experiencing an unusually cold winter the services sector and tourism began to see an increase in demand.

Manufacturing


In November the manufacturing companies experienced the best demand for their products with over half of the firms stating that demand for their products were steady.  After experiencing decreases in the months before it was a welcome change to see demand increase.  Overall business conditions were strong in November.
Real Estate and Construction


The best period in 2003 for real estate and construction was in June.  In June vacancy rates decreased.  The decrease in the rate was due partly to the purchases of top- rated buildings.  Rent at time was also fairly stable.
Banking and Finance


Outstanding loan volume, real estates lending, and consumer credit were the best in June and July with all reporting increases.  Banks were also lending more to businesses.  Also, purchases of equities and stocks increased as well.  
2003 Worst

Consumer Spending


Consumer spending was the worst in April due to the war in Iraq, and unseasonable cold weather, and a lack of confidence by the consumer in the economy.  Consumers are being extremely careful with how they are spending their money.  This has negatively impacted all line of merchandise.

Tourism and Services


The services industries experienced the worst in January with most firms reporting demand as being flat.  Some service firms believe that demand is correlated with employment and employment in the region was unexpectedly decreasing at the time.  

Manufacturing


The manufacturing industry was impacted the worst in June with orders and shipments decreasing.  Backlog and inventories continued to decrease as well.  The decrease in orders was experienced by apparel makers, industrial materials producers, and transportation equipment.  At the time manufacturers were hopeful that things would improve.

Real Estates and Construction


The worst period of time for real estate was in November.  During that tine vacancy rates increased due to a large corporation relocating and putting its space up for sale.  During that time effective rental rates decreased.

Banking and Finance


In April the banks did not experience any growth making it the worst period for banking.  Firms and individuals were being very cautious about increasing their level of debt.  Also, cash inflow was running way below level when compared to the same period the previous year.

Monetary Policy Recommendations


The Fed should conduct open market operations and buy back securities to increase the money supply and lower the federal funds rate.  This should help spur the economy.

2004 Best

Consumer Spending


The best consumer spending report in the 2004 beige releases was the December book.  Retail sales over the entire year were up and the October and November sales were higher then the previous year’s.  There were sales gains across most store types except for the sale of men’s apparel.  Stores expect sales to increase with the upcoming Christmas Holiday.  
Tourism and Services


The service industry had been gaining all of 2004 and October was the best month since it was the last release that talked about the service sector.  This is the best release for the service industry but there were only modest improvements in this business sector. Freight companies have experienced growth even with an increase in their price of fuel, which caused them to increase prices. Most of the service sector firms reported that they expected an increase in growth during the upcoming months.  

Manufacturing


The best release for manufacturing in 2004 is the one from December.  This manufacturing activity increased, but only moderately.  The growing demand was reported from businesses such as electrical machinery makers, measuring and controlling instruments, chemicals and primary metals.  Slowing demand was reported by makers of furniture, transportation equipment, and paper products.  Most manufacturing firms expect more gains in the business activity.  Also, area manufacturing firms are planning to increase capital spending and add employees.
Real Estate and Construction


The best release for real estate and construction was in December as well.  The residential real estate continued to appreciate for existing homes and builders have been raising prices for new homes.  Commercial real estate did not do as well though.  Vacancy rates in the region’s office markets stayed steady.  Commercial rents declined as landlords competed for new tenants and lease renewals.  There are some areas of strong demand however.
Banking and Finances

Banking and finances also increased all year long with December being the best.  There was outstanding loan volume in November.  Loans have been growing in the business and professional services sector.  Competition for loans among banks and other lenders is strong.  Bankers in the Philadelphia district expect overall lending to increase in the future.
2004 Worst
Consumer Spending

July was the worst release for consumer spending in 2004.  The Philadelphia district retailers reported a slowing in sales for this period.  This was attributed to the unseasonably mild weather, which lessened sales of fans, air conditioners, warm weather apparel, and other seasonal merchandise.  Retailers expect an increase in sales from back-to-school promotions and shopping.
Tourism and Services

Service firms generally reported slight strengthening in growth compared with prior months but this trend continues over the rest of the year so January would be the worst release.  Business demand has been increasing and firms involved in marketing functions reported recent improvement after a slow period.  Most all service related fields reported increases.  Most service companies expect growth in 2004 with momentum building.
Manufacturing

Manufacturing was reported to be increasing during the January release but since it increased the rest of the year as well this would be the worst one.  Orders and shipments increased for many firms in the region.  Business conditions are stronger then in the previous months.  The manufacturers in the Philadelphia region expect continued improvement.
Real Estate and Construction

March is the first Beige Book release for real estate in 2004 so it is the worst one since real estate and construction increase the rest of the year.  Commercial real estate firms reported minimal change in market conditions in recent months.  The vacancy rate rose in some areas and stayed steady in others.  Lease renewals are expected to sign for less time and space.  Residential sales and homebuilding have been rising in the recent weeks and price appreciation is steady.  Some builders expect declines and some increases in sales for the year.
Banking and Finances

Finances increase all year long in 2004 so, once again, the January release is the worst for Banking and Finances.  Loan volumes were reported to have increased slightly.  Business, real estate, and consumer lending were all reported to be increasing.  Also, the credit quality was reported to be stable.  Investment companies have reported an increase in activity recently.  Bankers, mutual funds, and stock brokerages expect continued growth in 2004.
Monetary Policy Recommendations for 2004

Economy is showing signs of improvement in 2004.  If I was the fed I would not change anything right now.  The economy is growing but it could still be stifled with a rate increase that is too high.

LAST BUSINESS CYCLE: BEST
Note: I am considering the “business cycle” as trough-to-trough, which spans the period of time from March 1991 to November 2001.
Consumer Spending

Sales continually strengthened all the way through the enormous `90s expansion. Philadelphia only started to notice more frequent reports of price increases in May 2000. In August, however, things seemed to have topped out. Vehicle sales slowed, and dealer inventories increased slightly. Further reports in the year showed sales and inventories as satisfactory or meeting expectations, rather than endlessly exceeding them as in the `90s.

Tourism and Services
Philadelphia does not generally report on tourism, and only rarely on services. Throughout the cycle there was insufficient data to make significant, meaningful conclusions about performance in this sector.

Manufacturing

Though the Asian financial crisis of the late 1990s affected demand for manufacturing from Philadelphia, it was not enough to stop continued growth through the period. Moderation began to show in late 2000, particularly in November, when inventories began to rise despite strong capital spending plans. Then in December, the sector was described as flat, with manufacturers claiming they were being squeezed by rising input costs and flat to declining selling prices. Further reports in 2001 documented more decline. Thus December 2000 is the best for the cycle. 

Real Estate & Construction

This sector peaked surprisingly soon, in September of 1999. Most districts, in fact, reported some slowing becoming evident in both sales and construction. Philadelphia already showed significant slowdowns in December, especially in office vacancy rates and nonresidential construction.

Banking & Finances
As with real estate, this sector peaked surprisingly soon in June of 1999. Here Philadelphia first noted some signs of weakness in consumer loan demand. Further reports described demand as flat, with small intermittent growth in business demand that sputtered to a halt in September and began to fall.
LAST BUSINESS CYCLE: WORST
Note: I am considering the “business cycle” as trough-to-trough, which spans the period of time from March 1991 to November 2001.
Consumer Spending
The worst point of consumer spending was in about January 1992. The economy had pretty much officially bottomed out almost a year before, but sales continued to decline well through 1991. In January 1992, Philadelphia reported that retailers had continued to cut prices, and inventories were above the target, implying low sales. Then in the next report, March 1992, most districts were already reporting guarded optimism about sales.

Tourism and Services
Philadelphia does not generally report on tourism, and only rarely on services. Throughout the cycle there was insufficient data to make significant, meaningful conclusions about performance in this sector.

Manufacturing 
Things bottomed out in manufacturing sometime in February 1991, slightly before the actual trough in the business cycle. By May 1991 Philadelphia was already reporting stable or slightly improving conditions. Some manufacturers even expressed optimism. By June, Philadelphia reported activity was picking up in most major industries. Though some liquidation continued into September, manufacturing was the strongest sector of the economy at that point.

Real Estate & Construction

January 1991 was the lowest reported point in this sector for the cycle. At this time, Philadelphia described residential and nonresidential construction activity as down more than usual for the time of year. The Persian Gulf War also increased uncertainty. Things picked up surprisingly fast once the war was over, because even in March, the official trough, there was a note that realtors and homebuilders have reported an increase in buyer interest, and in some areas, purchases.

Banking & Finances

This sector was already at its nadir in January 1991. All districts including Philadelphia reported weakness in business and consumer loan demand. However, by March, with the Persian Gulf War over, loan demand continued to be soft but did not weaken further.

LAST BUSINESS CYCLE: PEAK

March 2001

Consumer Spending

At the peak of the extremely long business cycle uptick from the 1990s, consumer spending was very high in Philadelphia. It was steady in February and slightly above the previous year’s rate. Confidence was high, though it appeared to be starting to decline as consumers reigned in their spending on impulse purchases. In general, discounts were deep, which was a large reason for the boom in sales.

Tourism and Services
Philadelphia does not generally report on tourism, and only rarely on services. This particular Beige Book does not contain reports on either. However, in the May report, there was an indication of a slight easing in the personal and business services sectors since the beginning of the year. And in the August report, sources said tourist and recreational business throughout the region had edged down from the previous year, so that would indicate a general decline for March.
Manufacturing

Reports called for falling demand for manufacturers’ products, continuing into February from January, with new orders and shipments declining for the second month in a row. The decline in business has affected almost all of the major goods-producing industries in the region. Countering foreign competition or expanding exports has been difficult because of the high value of the dollar in relation to foreign currencies. Manufacturers expect only very slight improvement in business conditions during the next six months.

Real Estate & Construction
Commercial real estate markets remained mostly firm. The vacancy rate for office buildings has been steady in the Philadelphia central business district and in suburban markets, and contacts in commercial real estate markets expect nearly steady vacancy rates and rents this year. However, these same contacts expect construction activity this year to fall below last year's rate. Residential real estate agents generally indicated that sales of existing homes have been steady so far this year, but also that land for new homes has become less available and more expensive.

Banking & Finances
Total loan volume outstanding at Third District banks has slipped since the beginning of the year as a result of declines in consumer and residential real estate lending. Business lending has been virtually flat, and the regional economy will be nearly flat in the first half of the year, followed by modest growth beginning in the third or fourth quarter.

Monetary Policy Recommendation
Philadelphia’s Beige Books have never made any specific policy recommendations. However, based on its comments on how various sectors are doing, I would surmise that it hopes the Fed will plan to loosen the money supply so that lending can pick back up and get the economy back on track. Since this was before the terrorist attacks in September, it was a reasonable goal.
LAST BUSINESS CYCLE: TROUGH

November 2001

Consumer Spending

Third District retailers reported gradual weekly improvement in sales in October and November, but most indicated that the recent sales pace remains below the rate set in October and November of last year. In particular, sales of luxury goods have been especially slow at all types of stores. Store officials said they are fully stocked for the holiday shopping period, but they expect sales for this year's holiday season to be below last year's, and they may trim orders for spring merchandise.

Tourism and Services
Philadelphia does not generally report on tourism, and only rarely on services. This particular Beige Book does not contain reports on either. There are no relevant reports later in the 2002 year that would imply any data for November 2001, although presumably the decline seen in the August 2001 report on tourism continued.
Manufacturing
Third District manufacturers continued to report decreases in activity in November, with little change in the rate of decline. They generally reported further softening in prices for both inputs and the goods they manufacture. Just over half of the firms surveyed in November forecast increases in orders and shipments during the next six months, but some firms that had previously anticipated a relatively quick upturn now expect business to be flat through most of the first half of next year.

Real Estate & Construction
Third District commercial real estate markets have eased in the past few months. The vacancy rate for office buildings has risen by one to two percentage points in most market areas in the region. Demand for industrial space has also eased as many new buildings have become available recently. Residential real estate agents gave mixed reports. Also, the higher rate of home sales appeared to be persisting in November, but not increasing.

Labor Markets
In this particular month, Philadelphia reported on some labor data, albeit hidden in the “Manufacturing” section. A majority of the region's manufacturers maintained steady employment and working hours in November compared with October, although around one-third made cuts, and only a few firms expanded employment or hours. On balance, area firms have cut back capital spending plans, but they do not plan to reduce employment from current levels.

Banking & Finances
Lending at major Third District banks has been easing and outstanding loan volume has declined in all major credit categories. Some bankers noted that their business customers who have term loans have expressed interest in paying them off ahead of schedule. Most of the bankers contacted for this report said they are still actively seeking to increase their commercial loans, although they expect demand to remain soft until there are clear signs that business conditions are improving.

Monetary Policy Recommendation
Philadelphia’s Beige Books have never made any specific policy recommendations. However, based on its comments on how various sectors are doing, I would surmise that it continues to hope the Fed will plan to loosen the money supply so that lending can pick back up and get the economy back on track. With the terrorist attacks causing some people to hold money and not spend it, or spend it only on necessities, the Fed might want to give people incentives like low interest rates to take out loans.

January 2005

Consumer Spending

Consumer spending increased around three percent.  Spending in January was the greatest for luxury goods.  Merchants predict a slight growth in spending for the upcoming year.

Tourism and Services

The information technology sectors felt strong demand due t the need for computer upgrades and support.  Overall there was a slight improvement in business conditions
Manufacturing

Demand for food products, apparel, and electrical merchandise increased while demand for lumber, woods, paper, and plastics decreased.  Order backlogs slightly increased whil4/10 firms reported increases in shipments and less than 2/10 reported decreases.

Banking & Finances

Outstanding loan volume, consumer lending, credit cards, and home equity lines experienced increases in January.  Investment companies and stockbrokers also had an increase in business. 

Monetary Policy Recommendation
I would recommend an increase in the federal funds rate in order to continue the promotion of price stability.   The economy has been fairly stable and I would want to continue this stability and an increase in the federal funds rate would allow that to continue.

March 2005

Consumer Spending


In March most retailers offered discounts causing consumer spending to increase.  Compared with January sales in February greatly increased.  

Manufacturing

In March demand for shipments steadily increased with 1/3 of firms reporting high demands.  There were no changes in backlogs from January to February.  In the next six months most firms expect increases in prices.

Real Estate & Construction

In December and January homebuilders reported decreases and in February there was a slight increase.  There were also increases in warehouse construction and industrial buildings.  The office markets vacancy rate was fairly steady for the beginning part of 2005.  Commercial real estate firms expect a decrease in office vacancy rates in the upcoming year.

Banking & Finances

Outstanding, commercial, and industrial loans increased in March.  There were also increases in personal, home equity loans, and credit lines.  Bankers predict an overall increase in overall lending.

Monetary Policy Recommendation
I would recommend an increase in the federal funds rate in order to continue the promotion of price stability and an economy that is very accommodating.  

April 2005

Consumer Spending

Retailers reported a slight increase in sales compared with the same time the previous year.  Sales for the month were below most stores’ plans because of the unexpected cold and rainy weather.  Luxury goods continued to sell better then less expensive merchandise.  Auto dealers also reported a significant increase in sales compared to the previous month.  Sales are expected to continue to grow and improve as we get further into spring.

Tourism and Services
Service firms in this district that were contacted for the beige book indicated that business has increased modestly.  Activity of the general business services has been on the rise and the growth rate has increased slightly.  Business travel, personal travel, and tourism have seen growth.  Despite higher fuel costs, trucking activity has continued to increase.
Manufacturing

Manufacturing activity was reported to be on the rise in the April 2005 release.  Growth in business was reported among firms in most of the District’s major manufacturing industries.  The most widespread gains were reported among producers of metals and other industrial materials. The manufacturers of the region expect for the business activity growth to continue.

Banking & Finances
The amount of loans outstanding in this district’s banks rose compared with the previous month.  There have been fairly strong increases in commercial and industrial loans.  The number of prospective business borrowers requesting fixed-rate loans was reported to be increasing, while competition between lenders was limiting rate increases.  Deposits have been reported to not have been increasing as strongly as expected, but in general banks in the district are meeting their deposit growth goals.  Executives at investment companies said that investors appear to have become more cautious about investments of any kind.

Monetary Policy Recommendation

The economy is definitely in a period of growth so the Fed should used open market operations to sell securities.  This should decrease the money supply and increase the fed funds rate.
Prediction for June

Consumer Spending

Both retailers and auto dealers are expecting an increase in sales.  The weather has improved in this sector so spring and summer clothes should be in demand.  Manufacturer rebates for cars are still around and the dealers expect sales to grow.
Manufacturing

Manufacturing in the region is expected to continue to see growth.  The only problem is the rising energy costs, but this sector is seeing strong business activity growth despite that.
Real Estate & Construction

Construction of new houses seems to be tapering off while sales of existing houses seems to be holding steady.  Commercial and Industrial real estate seems to be growing in this region and vacancy rates should be declining slightly.
Banking & Finances
The volume of loans is expected to increase by lenders for the next period.  Investors seem wary and investment is expected to grow only sluggishly.
Monetary Policy Recommendation

The Fed should hold the fed funds rate steady for this period.  It is expected to increase though.  
Not Mentioned
Agriculture
Since Philadelphia is a small district, there is little agriculture to report on. The district tends to focus more on manufacturing than farming. With no reports on this topic, there is no data with which to make conclusions about performance.

Natural Resource Industries

As with agriculture, there is little to report on here from the district. It is primarily concerned with manufacturing. Thus there is no way to make any conclusions about this sector’s performance.

Labor Markets
This is another area Philadelphia does not frequently report on. It primarily focuses on consumer spending as opposed to how consumers are being hired or fired. Throughout the cycle there was insufficient data to make significant, meaningful conclusions about performance in this sector.

Wages & Prices
Philadelphia does not usually report on labor issues or price issues. Its attention is drawn to consumer spending habits as opposed to how much they paid for products or were paid for their jobs. Without data, there are no conclusions to draw.

