Manufacturing/Output

Productivity Gains Slow, Labor Costs Up

http://money.cnn.com/2007/03/06/news/economy/bc.usa.economy.productivity.reut/index.htm?postversion=2007030608
U.S. business productivity growth was revised down sharply as expected in the fourth quarter, while labor costs soared, raising a warning on inflation.  The productivity reading was revised to an annualized 1.6 percent pace, down from the original reading of 3.0 percent gain. Productivity for 2006 as a whole advanced by 1.6 percent, its weakest increase since a matching pace set in 1997.

The slippage in productivity sent unit labor costs up at a thumping 6.6 percent annualized rate in the fourth quarter. Unit labor costs are a gauge of inflation and profit pressures that are watched closely by the U.S. central bank.  Analysts expected unit labor costs to be revised up to an annualized 3.2 percent gain in the fourth quarter, from 1.7 percent previously reported. For the year as a whole, unit labor costs rose 3.2 percent, the largest gain since 2000, when they were up 4.2 percent.

Service Sector Takes Surprise Fall
http://money.cnn.com/2007/03/05/news/economy/ism.reut/index.htm?postversion=2007030510
The pace of growth in the U.S. service sector posted a surprisingly sharp fall in February, retreating from January's eight-month high as new orders and prices paid declined.  The Institute for Supply Management's services index slid to 54.3 in February from 59 in January. The survey's new orders component was 54.8 in February, versus 55.4 in January. The prices paid index fell to 53.8 from 55.2 though the employment component rose to 52.2 from 51.7.

Factory Orders See Biggest Drop In 6 Years

http://money.cnn.com/2007/03/06/news/economy/factory_orders.reut/index.htm?postversion=2007030610
New orders at U.S. factories tumbled by a greater-than-expected 5.6 percent in January, the biggest decline in more than six years, on a big drop in aircraft orders.  It was the biggest monthly decline in orders since an 8.6 percent decrease in July 2000. Stripping out defense goods, orders fell by 5.5 percent, the largest monthly slide on record.  Transportation orders fell 19 percent on a 60.2 percent drop in civilian aircraft orders and a 58.9 percent slide in military aircraft orders. When transportation was stripped out, orders fell 2.9 percent, their largest slide since September. 

In a sign businesses are managing their stockpiles, inventories fell 0.2 percent in January, the first decline since February of 2006.  Still, the inventories-to-shipments ratio, a measure of how many months it would take to exhaust stores of goods, edged up to 1.23 months' time from 1.22 in December.

Sales/Consumption
Wal-Mart Sales Sag In February

http://money.cnn.com/2007/03/08/news/economy/feb_retailsales/index.htm?postversion=2007030808
Wal-Mart Stores reported weaker-than-expected February sales gains that widely missed Wall Street's forecasts.  Wal-Mart, the world's largest retailer, said sales last month at its stores open at least a year - a key retail metric known as same-store sales - rose 0.9 percent.  Analysts had expected a 1.5 percent increase for the month. The retailer had forecast sales to increase between 1 to 2 percent for the month.  Overall, for the five weeks ended March 2, total sales rose 8.1 percent to $26.7 billion. 

In a statement, Wal-Mart said clothing and home furnishing sales were particularly soft last month, and expects those trend to carry into spring.

Consumer Borrowing Increases In January 

http://news.yahoo.com/s/ap/20070307/ap_on_bi_go_ec_fi/consumer_credit_2
The Federal Reserve reported that consumer credit rose at a 3.2 percent annual rate in January, up from December's 2.5 percent increase.  The gain was in line with expectations of analysts who believe faster wage growth would give consumers the confidence to take on more debt.  The category that includes auto loans rose at an annual rate of 4.4 percent in January, up sharply from December's 2.9 percent increase.

However, the category of debt that includes credit cards slowed further in January, rising at a 1.1 percent rate, down from a 1.9 percent increase in December. Credit card debt had surged ahead at a 14.7 percent rate in November.  The increased borrowing pushed total consumer debt up by $6.4 billion to a record $2.41 trillion in January.

Gas Tops $3 Mark Again In Calif. Will Rest Of U.S. Follow?

http://www.kentucky.com/mld/kentucky/16854643.htm
Gasoline prices have jumped above $3 a gallon in some parts of California and Hawaii, and may hit that level in other parts of the country when the busy summer driving season approaches.  Analysts say drivers should brace for more increases in the coming weeks. Crude oil, which makes up about half the price of gasoline, is trading above $60 a barrel. Higher demand, refinery maintenance and fears about springtime shortages are also driving up prices, particularly on the West Coast.  However, analysts said it's unlikely other parts of the country would see $3 gasoline before summer without a major disruption in supply.

Average fuel prices still are below their historical highs - most of which were set in 2006 - but are inching higher weeks earlier than usual.  Nationwide, the average price for a gallon of regular unleaded is up about 32 cents from a month ago, to $2.50. That's more than 55 cents shy of the all-time high recorded in September 2005, after hurricanes Katrina and Rita damaged the Gulf of Mexico refinery infrastructure.

Housing/Employment
January Pending Home Sales Down Due To Weather Fluctuations http://news.yahoo.com/s/usnw/20070306/pl_usnw/january_pending_home_sales_down_due_to_weather_fluctuations
Pending home sales declined in January from a strong upturn in December due to unusual weather patterns.  The Pending Home Sales Index, a leading indicator for the housing sector based on contracts signed in January, fell 4.1 percent to an index of 108.7 from an upwardly revised reading of 112.3 in December, and is 8.9 percent lower than January 2006.  Aside from December, which got a lift from mild weather, the January index was the highest since last August. More importantly, there has been a narrowing trend from year-ago levels since last July when the index was 14.7 percent lower than a year earlier.

Mortgage Applications Surge As Rates Fall 

http://money.cnn.com/2007/03/07/real_estate/bc.usa.mortgages.mba.reut/index.htm?postversion=2007030707
Last week borrowers emerged in droves to refinance their existing home loans as interest rates fell to their lowest mark since early December.  The Mortgage Bankers Association said its seasonally adjusted index of mortgage application activity for the week ended March 2 increased 7.3 percent to 671.6.  Borrowing costs on 30-year fixed-rate mortgages, excluding fees, averaged 6.04 percent, down 0.12 percentage point from the previous week, to its lowest level since the week ended Dec. 8, 2006, when it stood at the same level.

The MBA's seasonally adjusted purchase index, widely considered a timely gauge of U.S. home sales, rose 1 percent to 405.3. The index was also above its year-ago level of 399.0.

Job Growth Weakest In 2 Years But ...

http://money.cnn.com/2007/03/09/news/economy/jobs_february/index.htm?postversion=2007030915
Payroll growth was the weakest in two years in February but a lower unemployment rate and a revision higher for January job growth hinted at surprising resilience in the nation's labor market. The economy created 97,000 jobs last month, down from a revised 146,000 gain in January, which was 35,000 more than the government's original estimate a month ago.

The gain of 97,000 was the smallest since January 2005, weaker than even the final readings in the two months after Hurricane Katrina that fall. But it was roughly in line with the forecasts of economists, who had been looking for a gain of 100,000 jobs.

Online Advertised Job Vacancies Show Strength In February

http://www.infozine.com/news/stories/op/storiesView/sid/21423/
Total online job ads were 3,824,200 in February, an increase of 682,400 or 22 percent from January.  The increase, which was largely a result of seasonal factors, marks the second highest level in the history of the series, only slightly behind the peak in October 2006. There were 2.5 advertised vacancies online for every 100 persons in the labor force in February. The monthly increase in advertised job vacancies was reflected in every state in the nation and was widespread across most major metropolitan areas. Over the year February 2006 to February 2007, online advertised vacancies increased 18 percent for the nation as a whole.

Private Sector Added 57,000 Jobs In February
http://news.yahoo.com/s/nm/20070307/bs_nm/usa_economy_adp_dc;_ylt=Akw8IUAjiMY8jTVcFb4KwVSyBhIF
U.S. private employers likely added 57,000 new jobs in February, about half of what economists had expected, indicating weakness in the labor market and a slowing economy. The reading was lower than a median forecast of 100,000 for the ADP survey from economists, and followed a revised 121,000 increase in employment shown by the series in the previous month.

Industries producing physical goods lost 43,000 jobs in February, with the manufacturing sector alone shedding 29,000 jobs. The services industry added 100,000 jobs.

Federal Reserve Beige Book Reports
Fourth District--Cleveland 

http://www.federalreserve.gov/FOMC/BeigeBook/2007/20070307/4.htm
Economic activity in the Fourth District showed modest growth since early January with restraint from the auto and housing sectors tempering growth in others.  Production by manufacturers was stable to increasing.  Activity in commercial construction has increased while residential contractors report sales remain stable--at low levels.  Post holiday sales by retailers were disappointing, weather being cited as a primary reason.  Loan demand at banks was flat while core deposits and credit quality were characterized as stable.  Overall, energy-related activity was flat to slightly down.  And demand for trucking and shipping services continues to soften. 

On net, employment across the District was reported to be holding steady.  However, staffing firms remain upbeat about the number of job openings.  Three-fourths of our contacts said that openings have increased over the past six weeks and on a year-over-year basis with the greatest demand seen in health care.  With the exception of some energy-related businesses and retailers, wage pressures are largely contained.  Several manufacturers and building contractors reported that material prices, especially metals, are rising.  In response, some District manufacturers increased their prices; results were positive except in the auto and housing markets.  Almost all retailers said that they continue to hold their prices steady.         

Eighth District--St. Louis 

http://www.federalreserve.gov/FOMC/BeigeBook/2007/20070307/8.htm
Economic activity in the Eighth District increased more slowly in the period since our previous report.  Manufacturing activity continued to soften, while the services sector continued to expand.  Retail sales in January and early February increased over a year ago, while auto sales were flat over the same period.  Home sales were mixed throughout the District, while commercial real estate market conditions continued to improve.  Overall lending activity at a sample of District banks was mostly unchanged during the fourth quarter of 2006.   

Kentucky Notes:
Real Estate and Construction 

Compared with January 2006, January 2007 home sales were unchanged in St. Louis and Louisville but fell 2 percent in Little Rock and 2.7 percent in Memphis.  December 2006 year-to-date single-family housing permits fell in every metro area compared with the same period in 2005.  Permits declined 28 percent in Louisville, 25 percent in St. Louis, and 12 percent in Memphis and Little Rock. 

Commercial real estate market conditions continued to improve throughout the District.  The 2006 fourth-quarter industrial vacancy rate declined in Memphis and Louisville over the third quarter, while the industrial vacancy rate increased in St. Louis.  During the same period, the office vacancy rate declined in St. Louis, Memphis, Louisville, and Little Rock.  

Agriculture and Natural Resources 

Despite extremely cold weather at the end of January, winter wheat is mostly in good condition throughout the District except in Missouri, where it is mostly in fair to poor condition.  Reflecting increases in both prices and crop yields, the total value of all District field crops rose by 34 percent from 2005 to 2006.  Arkansas, Illinois, Indiana, Kentucky, and Missouri had increases of at least 20 percent, while Tennessee had an increase of 12 percent.  In contrast, the total crop value in Mississippi declined by 7 percent from 2005 to 2006.

Kentucky
Kentucky’s Unemployment Rate Up Slightly In January

http://www.workforce.ky.gov/newspub.htm#March%209,%202007
Kentucky’s seasonally adjusted unemployment rate rose slightly from 5.4 percent in December 2006 to 5.6 percent in January 2007, as the state added 2,000 jobs in nonfarm employment.  January 2007’s jobless rate was below January 2006’s rate of 6 percent.   “The .2 percentage-point increase in January 2007’s unemployment rate offsets the .2 percentage-point decrease in December 2006’s unemployment rate. Unemployment rates have been below 6 percent in Kentucky for the past 11 consecutive months. Kentucky was one of 36 states that had a lower unemployment rate in January 2007 than in January 2006,” said Carlos Cracraft, the department’s chief labor market analyst. 

Five of the 11 major nonfarm job North American Industry Classification System (NAICS) sectors reported employment increases in January, while five decreased and one stayed the same, according to Cracraft. The increase of 2,000 jobs brought Kentucky’s nonfarm employment to a seasonally adjusted total of 1,852,900 last month. 

Louisville-Area Job Growth Revised Up For '05 And '06 
http://www.courier-journal.com/apps/pbcs.dll/article?AID=/20070310/BUSINESS/703100389/1003
Revised estimates show the Louisville area added 10,200 more jobs than originally thought in 2005 and 2006 -- an upward revision of more than 50 percent.  The new numbers show the Louisville area's employment grew steadily for the past three years.  The new numbers show total nonfarm employment in the 12-county metro area, which includes Southern Indiana, rose by 6,600 jobs in 2005 instead of 4,400 and by 11,900 jobs last year instead of 6,600. 

Much of the 2006 revision came from a 6,700-job improvement in manufacturing. Originally, the Louisville area was thought to have lost 4,400 manufacturing jobs last year, but the new data shows 2,300 jobs were added. 

Gas Prices Topping Out Above $2.50 Again 
http://www.courier-journal.com/apps/pbcs.dll/article?AID=/20070310/BUSINESS/703100387/1003
With a gallon averaging in the low $2.50s in Louisville -- close to the national mean -- prices are about 15 percent higher than a month ago and about a dime higher than a year ago.  Wholesale gasoline prices have risen 21 percent in the last month, suggesting that retail prices have more to climb. Such a sharp wholesale increase this early in the year may not bode well for prices this summer. 

AAA Kentucky spokesman Roger Boyd said he's hopeful the higher prices won't last. Crude-oil prices are falling, he said, so gasoline prices "should start coming down."  Gasoline and oil prices at the New York Mercantile Exchange declined yesterday. Crude dropped $1.59 to settle at $60.05 a barrel. Gasoline slipped more than 2 cents to settle at $1.90 a gallon.  Gasoline has already topped $3 a gallon in California, but Boyd doesn't expect that to happen in Kentucky. "It's always impossible to predict accurately. However, unless something dramatic happens in the market," such as unrest in the Middle East, "we really should be OK." 

