Economic Briefs

Week of January 14, 2005
Sales/Consumption

Weekly Sales Reports Mixed  

http://money.cnn.com/2005/01/19/news/economy/weeklysales.reut/index.htm
Chain store retail sales were mixed for the week ended January 15, according to two separate reports as gift-card redemption continued to drive sales and weather kept shoppers at home in some parts of the country. 

Redbook Research said in a report that sales in January through the second week of the month were up 1.2 percent compared with December. Sales at major retailers rose by 3.3 percent on a year-over-year basis for the week ended January 15. 

Separately, the International Council of Shopping Centers said chain store retail sales fell for the second consecutive week, with weather cited as the principal factor.  Sales fell 0.9 percent in the week ended January 15, compared with a 0.6 percent decline the previous week.  Compared with the same week a year ago, sales slowed to 4.1 percent increase after a 4.4 percent rise the preceding week. 

Retail Sales Growth Seen Slowing 

http://money.cnn.com/2005/01/17/news/economy/retail-sales/index.htm
The National Retail Federation said retail sales should grow by 3.5 percent in 2005. In 2004, the trade group said retail sales grew by 6.7 percent, the highest growth since 1999. 

"This year, consumers will be under increased financial pressure due to higher energy costs and slow wage growth," according to NRF Chief Economist Rosalind Wells. "Additionally, past stimuli provided by tax cuts and very low interest rates will no longer be there to boost consumer spending." 

Online Sales To Lose Steam In '05 

http://money.cnn.com/2005/01/19/news/economy/online_sales/index.htm
After surging to record levels in 2004, a new industry report anticipates the red-hot pace of online sales growth could likely lose some of the sizzle in the months ahead.  Market research firm Jupiter Research expects year-over-year Internet retail sales to grow 20 percent to $79 billion in 2005, slower than the 24 percent growth seen in 2004.  One key concern, according to the report, is that the decade-old online retail industry is a mature channel and new customers to the Web appear to be shrinking.  Additionally, as brick-and-mortar retailers improve the quality of the in-store shopping experience, both the online and offline merchants are competing even more aggressively for choosier customers. 

Michigan Consumer Index Down 

http://money.cnn.com/2005/01/21/news/economy/michigan.reut/index.htm
The University of Michigan's preliminary reading of its consumer confidence index for January was 95.8, down from December's final reading of 97.1, according to market sources who saw the subscription-only report.  Analysts on average had forecast that the index would rise to 98.0. 

Housing/Prices

Housing Starts Snap Back  

http://money.cnn.com/2005/01/19/news/economy/housing_starts/index.htm
Housing starts jumped 10.9 percent in December, the biggest gain in seven years, bouncing back from a very weak reading the month before.  The Commerce Department reported that builders broke ground on new homes and apartments at a seasonally adjusted annual rate of 2 million last month, compared to a revised 1.8 million in November.  Though December starts surged from November, the pace of new construction in December was still 3 percent below the pace a year earlier. 
CPI Posts Biggest Rise In 4 Years  

http://money.cnn.com/2005/01/19/news/economy/cpi/index.htm
Consumer prices rose 3.3 percent in 2004, the biggest increase in four years, after a slight decline in December.  Energy costs, which jumped 16.6 percent last year, were the main culprit for the rise -- the biggest in the Consumer Price Index, the government's main inflation gauge, since a 3.4 percent rise in 2000, right before the 2001 recession cooled off prices. 

The Labor Department said a 1.8 percent retreat in energy prices in December led to a 0.1 percent drop in CPI in December following a 0.2 percent November increase. It was the first fall in CPI since July.  The so-called core CPI, which excludes often volatile food and energy prices, rose 0.2 percent in December, matching November's increase as well as economists' forecasts. 

Employment/Indicators

Jobless Claims Plunge  

http://money.cnn.com/2005/01/19/news/economy/jobless_claims.reut/index.htm
The number of Americans filing initial claims for jobless aid unexpectedly plunged 48,000 in the week ended January 15, the largest drop in more than three years.  Just 319,000 first-time claims for state unemployment benefits were filed last week.  A Labor Department analyst said there were no special factors to account for the unexpectedly large decline, but said it was hard to adjust the data for seasonal quirks around the holiday season. 

Economic Growth On Target  

http://money.cnn.com/2005/01/20/news/economy/lei/index.htm
Leading economic indicators increased slightly in December, the Conference Board announced Thursday. 

The private research group said its index of leading indicators, a measure of future economic activity, rose 0.2 percent.  This is the second consecutive increase in the leading index, following five straight declines. November's increase was revised up slightly to 0.3 percent from 0.2 percent. 

Four of the ten indicators that make up the leading index contributed to its gain in December, including improvements in consumer expectations, stock prices, real money supply and average weekly initial claims for unemployment insurance. 

The indicators showing weakness were vendor performance, interest rate spread, manufacturers' new orders for nondefense capital goods, building permits, and manufacturers' new orders for consumer goods and materials. 

Federal Reserve Beige Book Reports 

http://www.federalreserve.gov/fomc/beigebook/2005/20050119/4.htm
Fourth District--Cleveland 

For the final six weeks of 2004, economic conditions were mixed across major sectors of the Fourth District. Retailers' reports varied by retail segment, while activity among the District's durable and nondurable goods facilities was steady. Though residential and nonresidential construction continued to slow somewhat, the slowdown was probably partially due to seasonal variation. And while borrowing from banks in the District remained steady, demand for shipping services was "surprisingly strong." In general, input cost increases were modest and retail price pressures remained limited. Finally, staffing services companies reported an increase in demand for workers from manufacturing firms.

Eighth District--St. Louis 

http://www.federalreserve.gov/fomc/beigebook/2005/20050119/8.htm
Economic activity in the Eighth District continued to expand since our previous survey. A majority of manufacturing contacts reported plant openings, expansions, and new hires. The services sector continued to expand. Retail sales increased in November and early December compared with last year's levels. Reports of auto sales were mixed. Residential real estate activity continued to increase, and commercial activity showed additional signs of improvement, especially in construction. Total loans at a sample of small and mid-sized District banks increased from late September to early December.

Kentucky Note
Home sales in the Eighth District continued to do well in November. November year-to-date sales increased by 14.8 percent in Memphis, compared with the same period in 2003. The increase was 6.6 percent in Louisville, 12.8 percent in southern Indiana, and 3.3 percent in the greater St. Louis area. 
Kentucky

Kentucky Economic Indicators

October Indicators as of December 30, 2004

http://www.osbd.ky.gov/publications/0410EconInd.pdf
Four of the five Kentucky Leading Index components were strongly positive for October. Only the US Leading Index dampened the overall measure. Both the Kentucky Labor Intensity Index and the Kentucky Unemployment Insurance Initial Claims Index have been positive for the last three months; the latter strongly so. US Retail Sales and the Louisville Help Wanted Index were both positive for October, continuing a long string of monthly jumpiness for both. Despite the jagged pattern of US Retail Sales

recently, it reached a new all-time high in October at $344 billion.  

2004 Home Sales Set Record

http://www.kentucky.com/mld/kentucky/news/local/10687112.htm
Lexington area Realtors chalked up a fourth consecutive year of record home sales in 2004 -- and they expect to repeat the feat in 2005.  "It's just been a phenomenal market," driven by low interest rates, a strengthening economy and local population growth, according to Ann McDonald,  president of the Lexington-Bluegrass Association of Realtors.

The Realtors' association said its members sold 9,896 houses, townhouses and condominiums in 2004, an increase of 706 units, or 7.7 percent, from the 2003 total.  The 2004 gain also was-fueled by a 9.1 percent increase in homes for sale -- what real estate agents call "new listings." There were 13,335 new listings in 2004, compared with 12,219 in 2003.

Fire Destroys Jackson County Factory

http://www.kentucky.com/mld/kentucky/news/10663500.htm
Fire destroyed a factory building housing Jackson County's largest private employer, leaving hundreds of the county's 13,500 residents without a place to earn a paycheck.  No one was injured in the blaze that gutted Mid-South Electronics, which manufactures refrigerator components.  The plant employs 700.  The fire will also have a major impact on at least two other nearby companies, which supply Mid-South with many of the parts it assembles.

Financial Service Solutions Lays Off 220 In Louisville 

http://www.courier-journal.com/business/news2005/01/20/D1-bw20-4299.html
Financial Service Solutions, an outsourcing business that assists mortgage lenders, has completed its latest round of layoffs triggered by a slowdown in mortgage activity.   It announced last month that it planned to lay off about 200 people by this month at its offices at 101 E. Main St. The final tally was about 220, leaving 120 people still employed in Louisville, said Greg Sullins, president of the company, which also employs 30 at its headquarters in Charlotte, N.C. No further layoffs are planned, but "we're continuing to evaluate," Sullins said. 
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