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Data Release: Beige Book signals continued expansion 

 The U.S. economy continued to expand over the December to early January period, with most Districts 
reporting a "modest" or "moderate" pace, according to the latest edition of the Beige Book. Contacts at 
several Districts were expecting somewhat faster growth over the coming months. However, the Dallas 
District indicated that the pace of growth slowed slightly, with several contacts expressing concern over the 
effect of lower oil prices. 

 Consumer spending increased in most Districts, with generally modest year-over-year gains in retail sales. 
Auto sales showed moderate to strong growth on a year-over-year basis, while tourism picked up. In terms 
of spending on services, demand varied across Districts but overall growth was moderate on balance. 

 Manufacturing activity expanded in most Districts, although a few noted only a slight increase.  

 Single-family residential real estate sales and construction were largely flat across Districts. Commercial 
real estate activity on the other hand expanded, with several Districts noting strength in the multifamily 
market, while others cited industrial and office space. 

 Demand for business and consumer credit grew. Credit quality was said to have improved a bit further, with 
overall reductions in loan delinquencies. 

 Unsurprisingly, demand for energy-related products and services weakened somewhat, while output of 
energy-related products increased. Oil drilling activity declined in at least one District, with contacts 
expecting the energy sector to slow further in response to lower energy prices. 

 Payrolls expanded moderately over the period. However, wage pressures were largely limited to workers 
with specialized technical skills.  

 Prices increased only slightly on balance in most Districts. 

Key Implications 

 Our overall impression is that the pace of growth has perhaps dialed back a notch over the most recent 
period. This is not surprising in light of the fact that the economy grew 5% in the third quarter, a pace which 
was unlikely to be maintained. That being said, the pace for continued real GDP growth in the area of 3% 
over the near future remains intact. 

 The moderate pace of growth in non-financial services spending offsets some of the disappointment over 
the weak retail spending figures earlier today. 

 Districts with a heavy oil sector presence are understandably concerned over the fall in prices. The fall in oil 
will factor into business investment and jobs in the sector, however we would emphasize that a slowdown 
in oil and gas activity will be more than offset by greater consumer spending. 

 One disappointment was the lack of any broad-based pickup in wages, nascent signs of which had been 
hinted at in the previous Beige Book. Evidently, the labor market still has room to tighten further before a 
meaningful uptick in wages becomes a reality. As much as the Fed continues to downplay the fall in 
inflation, a rate hike in the context of both weak wage and price growth remains unlikely. Overall, the 

Federal Reserve is expected to remain on hold until September 2015.  

Andrew Labelle, 
Economist 
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