Economic Briefs

Week of January 14, 2005
Output/Prices
Industrial Production Up In December

http://money.cnn.com/2006/01/17/news/economy/industrial_production.reut/index.htm
Output from U.S. factories, mines and utilities increased 0.6 percent in December despite a drop in automotive output, boosted by post-hurricane recovery at energy-related industries.  The reading outpaced economists' expectations of a climb of 0.5 percent in December output.

Manufacturing production rose 0.2 percent in December, even though motor vehicles and parts output fell 2.8 percent. Computer and aerospace production both gained.  Utilities' production climbed 2.7 percent and output at mines advanced 2.5 percent. For the fourth quarter as a whole, industrial production increased at an annual rate of 3.8 percent.  In a sign of a manufacturing rebound, closely watched business capacity use increased to 80.7 percent, a level last attained in November 2000. Analysts had expected capacity utilization to rise to 80.5 percent.

Consumer Prices Post Surprising Decline

http://money.cnn.com/2006/01/18/news/economy/cpi.reut/index.htm
Consumer prices fell unexpectedly in December but matched market forecasts when energy and food costs were excluded.  The Consumer Price Index, the government's main inflation gauge, declined 0.1 percent last month as a drop in the cost of energy, transportation and clothing more than offset increases in the price of education, food and shelter, the Labor Department reported. Economists had forecast a 0.2 percent increase.

But the closely watched core CPI, which excludes volatile food and energy costs, rose an as-expected 0.2 percent.  Over the past year, consumer prices have climbed 3.4 percent, a slowdown from November's 3.5 percent 12-month inflation rate but still above the annual rise in average weekly earnings -- meaning consumer incomes are not keeping pace with rising prices.
Core inflation on a year-over-year basis picked up to a 2.2 percent rate, the fastest pace since March and slightly above the Fed's presumed comfort range for price increases.  The decline in overall consumer prices in December was driven by a 2.2 percent decrease in energy prices, a 0.8 percent dip in transportation costs and a 0.3 percent fall in the cost of apparel.  Gasoline prices fell 2.6 percent, natural gas costs were down 3.5 percent and fuel oil prices fell 2.5 percent last month. Electricity costs were down a milder 0.6 percent.

Housing Starts Tumble 8.9 Percent

http://money.cnn.com/2006/01/19/news/economy/housing_starts.reut/index.htm
U.S. housing starts fell 8.9 percent in December as single-family house construction tumbled, offsetting an increase in groundbreaking on multifamily units and pointing to further cooling after a five-year boom.  The Commerce Department said December housing starts slipped to a 1.933 million unit annual rate from November's 2.121 million unit pace.

That was slower than the 2.05 million unit pace expected on Wall Street. Still, economists had expected starts to decline from November's originally reported 2.123 million rate due to slower home buying and seasonal weather factors.

For the year as a whole, starts increased 5.6 percent to 2.065 million units -- the second-highest level on record. The record came in 1972, when starts hit 2.357 million units. Permits in 2005 also logged their second-highest level since 1972.

Income/Consumption
Bankruptcy Filings Steady

http://money.cnn.com/2006/01/17/news/economy/bankruptcy_counseling/index.htm
A toughened bankruptcy law requiring debtors to seek credit counseling is doing to little to curb the number of consumers filing for bankruptcy.  While the new law, which took effect late last year, requires debtors to seek counseling in hopes that it will steer them toward repayment plans instead of bankruptcy court, counseling agencies said most debtors are too far in financial trouble to qualify for a debt-management plan.

Money Management International Inc., the nation's largest credit counseling organization, told the Post that in the first 13 weeks since the law took effect Oct. 17, only 4.5 percent of the 14,907 debtors the company counseled were in a position to qualify to pay back debts over a few years. Other credit counseling agencies, likewise, said few qualified for any plan other than bankruptcy.

And credit counselors expect bankruptcies to climb steadily in the next few months as consumers are faced with rising energy costs, higher interest rates and the new federally mandated policy that raises the minimum due on credit card bills.

Advocates of the bankruptcy law said it's still too early to determine how successful the new requirements are in curbing bankruptcies, while financial industry officials said debtors will benefit from the financial education given by credit counselors.

Consumers Upbeat In January

http://money.cnn.com/2006/01/20/news/economy/michigan_sentiment.reut/index.htm
U.S. consumer sentiment improved in early January on steady energy prices, better job conditions, and hefty stock gains in early 2006.  The University of Michigan's preliminary January index of consumer sentiment rose for a third straight month to 93.4 from December's final reading of 91.5, according to sources who saw the subscription-only report.

The survey's expectations gauge increased to 81.5 in early January from 80.2 in late December.  The index of current conditions rose to 112.0 from 109.1 at the end of December.

Federal Reserve Beige Book Report

Fourth District--Cleveland 

http://www.federalreserve.gov/fomc/beigebook/2006/20060118/4.htm
District business conditions remained reasonably strong through the last six weeks of 2005; however, business spending was somewhat stronger than that for households. In particular, holiday spending appears to have been weaker than the District's retailers had hoped for, while home and auto sales were down, and the provision of consumer credit was flat. By contrast, commercial construction and credit issuance rose at the end of 2005. In the manufacturing sector, durable goods producers saw shipment volumes rise, while shipments were steady for producers of nondurable goods. Finally, trucking and shipping services providers continued to report robust demand.

Reports suggested that input cost increases were more modest as the year ended, however more firms mentioned attempting to increase their own prices to try to offset previous increases in input costs. Overall, hiring still appeared somewhat limited throughout the District, though staffing services companies reported an increase in client orders, which was attributed to expectations of ongoing economic expansion in 2006.

Eighth District--St. Louis 

http://www.federalreserve.gov/fomc/beigebook/2006/20060118/8.htm
Economic activity in the Eighth District expanded modestly since our previous survey. The services sector continued to grow. Reports in manufacturing continued to be mixed. Home sales continued to increase throughout the District, while commercial and industrial development continued to expand. Lending activity at a sample of small and mid-sized District banks increased slightly from mid-September to the end of November.

Kentucky Notes:

Real Estate and Construction

November 2005 year-to-date home sales increased throughout the Eighth District compared with the same period in 2004. Sales increased by 1 percent in St. Louis, by 9.4 percent in Memphis, by 9.7 percent in Louisville, and by 3 percent in Little Rock. November 2005 year-to-date single-family housing permits were on the rise in most areas. Compared with the same period last year, permits rose over 1 percent in St. Louis, over 9 percent in Memphis, and over 10 percent in Little Rock. However, year-to-date permits fell over 4 percent in Louisville.

Contacts in Louisville report that nearly 4 million square feet of new industrial space is currently being constructed in Jefferson and Bullitt counties. 

Employment

Jobless Claims At Nearly 6-Year Low

http://money.cnn.com/2006/01/19/news/economy/jobless.reut/index.htm
The Labor Department said initial claims for state jobless aid fell 36,000 in the week ended Jan. 14 from a revised 307,000 the prior week. That was the largest one-week drop since late September, and brought initial claims to their lowest level since April 2000, when they were 257,000.

A Labor Department analyst said there were no special factors behind last week's drop, but noted that there is typically extra volatility in the data around the holidays.  The four-week moving average of initial claims, which smoothes weekly volatility for a more reliable indication of underlying employment trends, fell by 12,000 to 299,000, the lowest level since October 2000.
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