Economic Briefs

Week of January 14, 2005
Manufacturing/Output

Factory Orders Slip In January

http://money.cnn.com/2006/03/06/news/economy/factory_orders.reut/index.htm
New orders at U.S. factories fell 4.5 percent in January, slightly less than expected but still the biggest drop since July 2000, as orders for durables, machinery, computers, and aircraft fell.  Orders for durable goods, expensive items meant to last three years or more, fell 9.9 percent, the steepest decline since a 14.2 percent drop in July 2000. However, the decline in durables was revised up from a previously reported 10.2 percent drop.

Transportation equipment tumbled 31.0 percent as orders for nondefense aircraft and parts plummeted 68.3 percent. Civilian aircraft orders had slipped 2.8 percent in December but that followed a 139.4 percent surge in November.  When transportation orders were stripped out, factory orders were up 1.6 percent in January, the third consecutive monthly increase. Meanwhile, when defense orders were omitted, factory orders fell 3.3 percent, the first decline in four months and the biggest slide since September 2001.

Construction Material Costs Jump

http://www.kentucky.com/mld/kentucky/business/14035655.htm
Prices for construction materials, which include lumber and plastics, have been climbing because of demand from overseas and higher energy prices. Construction companies that might have absorbed price increases in the past are now passing those costs along to their commercial and residential customers.  So far, it doesn't appear that higher prices have prompted the industry to put up fewer buildings.  But the higher costs promise to ripple through the nation's economy because they will become an added burden for storeowners and businesses that rent space in new commercial buildings. Faced with higher rents from developers who paid more to put up their buildings, these businesses will end up charging their customers more for goods and services.

In December, steel prices were up 4.2 percent from the previous year, while plastics were up 20.6 percent, according to the most recent data collected by Jim Haughey, director of economics at Reed Business Information. Cement was up 12.3 percent and gypsum wall board was up 15.3 percent from December 2004.

Business Productivity Falls 0.5 Percent

http://money.cnn.com/2006/03/07/news/economy/productivity.reut/index.htm
U.S. non-farm business productivity fell at a 0.5 percent annual rate in the fourth quarter, a smaller drop than first thought but still the first decline in nearly five years. Unit labor costs -- a key gauge of profit and price pressure -- were revised to a 3.3 percent annual increase. That was down from an initially reported rise of 3.5 percent, but analysts on Wall Street had expected an even bigger downward revision, to 3.1 percent.

For 2005 as a whole, productivity grew 2.9 percent, the smallest increase since 2.4 percent growth in 2001 and slowing from a 3.4 percent increase in 2004. Productivity tends to slow as an economic expansion lengthens and employers have squeezed as much efficiency as possible from their existing work force and technology.  A slowdown in productivity also tends to drive up labor costs. Unit labor costs were up 2.6 percent in 2005 -- the largest annual increase since 2000. Labor costs had grown just 1.1 percent in 2004 and saw no growth in 2003.

Income/Consumption

High Home Values Boost Net Worth Of U.S. Households

http://online.wsj.com/article_print/SB114192027437793756.html
The rising value of U.S. homes boosted the net worth of American households to a record in the fourth quarter, but higher interest rates could slow home-price appreciation in the months ahead.  U.S. households' total net worth rose 2.3% to $52.11 trillion as consumers took on slightly less debt in the period. Net worth measures household assets minus liabilities.

For all of 2005, nonfinancial debt also grew 9.5%, the fastest annual rate since 1986. Household debt last year grew 12%, faster than any other debt category. Last year's rise in household debt was the fastest since 1985.  The latest data marked the 13th-consecutive quarter of growth in household net worth. For 2005 as a whole, household net worth grew about 8%. But the wealth gains aren't evenly distributed, and lower-income people tend to have much higher debt loads, making them more vulnerable to a weaker housing market, said Diane Swonk, chief economist at Mesirow Financial in Chicago. 
Consumer Borrowing Shot Up In January

http://www.kentucky.com/mld/kentucky/business/14044294.htm
The Federal Reserve reported that consumer credit grew at an annual rate of 2.2 percent in January, up from a 1.9 percent rate of increase in December. It was the fastest pace since consumer credit grew at a 3.1 percent pace in September. The increase was led by a 2.6 percent rise in the pace of borrowing on credit cards and other kinds of revolving debt, a big turnaround from December when this category had actually declined by 0.9 percent. Borrowing on auto loans and other kinds of non-revolving debt rose at a 1.9 percent rate in January following a sizable 3.5 percent rate of increase in December.

Good & Bad News -- Wage Growth Jumps

http://money.cnn.com/2006/03/10/news/economy/wages.reut/index.htm
The average hourly pay of U.S. workers was 3.5 percent higher in February, the biggest annual rise since 2001. While that's good news for employees, some analysts worry it could prompt a broader inflation spiral.  February consumer price data have not yet been released, but prices were up 4 percent in January from a year earlier, suggesting wage increases have not quite caught up to prices rises for things like food, gasoline and housing.

Employment/Prices

Jobless Claims Top 300,000; 1st Time In '06

http://money.cnn.com/2006/03/09/news/economy/jobless.reut/index.htm
The number of Americans filing new claims for unemployment benefits unexpectedly rose last week to 303,000, the highest level since the start of the year.  The 8,000 increase in initial claims for jobless aid in the week ended March 4 took them above 300,000 for the first time since the Jan. 7 week.

Jobs Growth Surges In February

http://money.cnn.com/2006/03/10/news/economy/jobs_february/index.htm
Employers added more jobs to U.S. payrolls in February than economists expected, according to the closely watched government jobs report issued Friday.  The Labor Department report showed a net gain of 243,000 jobs to U.S. payrolls in the month, compared with a revised 170,000 gain reported in January. 
Oil Below $60 On Stockpile Gain

http://money.cnn.com/2006/03/08/markets/eia/index.htm
Oil prices skidded Wednesday, slipping just below $60 a barrel, after a government report said crude inventories climbed beyond expectations to their highest level in nearly seven years.  U.S. light sweet crude for April delivery tumbled $1.78 to $59.80 a barrel in active trading on the New York Mercantile Exchange, a drop of about 2.9 percent.

Kentucky

Kentucky Third In Number Of Top 'Micropolitan' Areas

http://www.courier-journal.com/apps/pbcs.dll/article?AID=/20060309/BUSINESS/603090352/1003/BUSINESS
Site Selection magazine ranks Kentucky third in the nation in its top 100 "micropolitan" areas.  The publication honored 10 communities of 50,000 people or fewer in the state for their ability to secure new and expanded corporate facility projects: Paducah, Glasgow, Danville, Richmond, Somerset, Corbin, Frankfort, Mount Sterling, Murray and the Union City region, which extends to Tennessee. 

Industrial Building To Go Up On 'Spec'

http://www.kentucky.com/mld/kentucky/business/14035689.htm
Thanks to a $450,000 grant from the state, a new building for industrial prospects will be built in southeast Nicholasville.  The money will be used to construct a 30,000-square-foot speculative building on a 5-acre tract on Capital Court in Enterprise Park. Such "spec" buildings are usually built with no specific tenant in mind.  However, several in-town and out-of-town prospects have expressed interest in locating in that industrial park.
Center Might Boost Jobs In Region 

http://www.bgdailynews.com/articles/2006/03/06/local_news/news/news2.txt
A new distribution center just south of the state line should sprinkle jobs into southcentral Kentucky, according to county officials.  The distribution center for Federated, which owns department stores Macy's and Bloomingdale's, is mostly in Robertson County, Tenn., but 10 to 12 acres are in Simpson County, said Joe Perry, an administrator with the Franklin-Simpson Planning and Zoning Commission.

Dennis Griffin, director of the Franklin-Simpson Industrial Authority, said construction has started on the $40 million to $50 million project at the Kentucky-Tennessee Industrial Park and should be complete by the end of the year. He said the center - nearly 600,000 square feet - could also be expanded.  The facility will initially employ about 600 people and eventually 800.

Kentucky Economic Indicators

December 2005 Indicators as of February 27, 2006
http://www.osbd.ky.gov/NR/rdonlyres/D72ECBF2-FF5C-4A42-B4E2-87AC17B49D9C/0/0512EconInd.pdf
The Kentucky Leading Index increased for the third consecutive month. The index has now recovered 166 percent of the losses sustained in the 2001 recession. The previous peak of 117.1 was reached in March 2000. The previous trough of 112.6 was reached in September 2001. The trend growth rate has declined over the past 20 months, but is still solid.  Between May 2003 and March 2004, the index grew on average 3.97 percent per month. Between April 2004 and December 2005, the index grew on average 1.31 percent per month. 
The index has performed reasonably well in the wake of Hurricane Katrina also. The average growth rate in the four months following Katrina is 2.40 percent with only one month of negative growth.  Four of the five index components were positive for December. The fifth component was unchanged. The Kentucky Labor Intensity Index has increased for three consecutive months. These last three months of growth allowed it to just surpass its level from December 2004. The Labor Intensity Index was showing some modest gains from April 2003 to December 2004.  Since then, it has not shown a clear trend. Both employment and average weekly hours have shown nearly no monthly movements in the last four months, which is surprising even for the Labor Intensity Index, which has the lowest variance of the five Leading Index components.
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