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1DWLRQDO�6XPPDU\  �����  
 
%RVWRQ   $-� 
)LUVW�'LVWULFW 

 
1HZ�<RUN   %-� 
6HFRQG�'LVWULFW� 

 
3KLODGHOSKLD   &-� 
7KLUG�'LVWULFW� 

 
&OHYHODQG   '-� 
)RXUWK�'LVWULFW� 

 
5LFKPRQG   (-� 
)LIWK�'LVWULFW� 

 
$WODQWD   )-� 
6L[WK�'LVWULFW� 

 
&KLFDJR   *-� 
6HYHQWK�'LVWULFW� 

 
6W��/RXLV   +-� 
(LJKWK�'LVWULFW� 

 
0LQQHDSROLV   ,-� 
1LQWK�'LVWULFW� 

 
.DQVDV�&LW\   --� 
7HQWK�'LVWULFW 

 
'DOODV    .-� 
(OHYHQWK�'LVWULFW 

 
6DQ�)UDQFLVFR  /-� 
7ZHOIWK�'LVWULFW 

What is the Beige Book? 
7KH�%HLJH�%RRN�LV�D�)HGHUDO�5HVHUYH�6\VWHP�SXEOLFDWLRQ�DERXW�FXUUHQW�
HFRQRPLF�FRQGLWLRQV�DFURVV�WKH����)HGHUDO�5HVHUYH�'LVWULFWV��,W�FKDUDF�
WHUL]HV�UHJLRQDO�HFRQRPLF�FRQGLWLRQV�DQG�SURVSHFWV�EDVHG�RQ�D�YDULHW\�
RI�PRVWO\�TXDOLWDWLYH�LQIRUPDWLRQ��JDWKHUHG�GLUHFWO\�IURP�HDFK�'LVWULFW¶V�
VRXUFHV��5HSRUWV�DUH�SXEOLVKHG�HLJKW�WLPHV�SHU�\HDU� 

What is the purpose of the Beige Book? 
7KH�%HLJH�%RRN�LV�LQWHQGHG�WR�FKDUDFWHUL]H�WKH�FKDQJH�LQ�HFRQRPLF�
FRQGLWLRQV�VLQFH�WKH�ODVW�UHSRUW��2XWUHDFK�IRU�WKH�%HLJH�%RRN�LV�RQH�RI�
PDQ\�ZD\V�WKH�)HGHUDO�5HVHUYH�6\VWHP�HQJDJHV�ZLWK�EXVLQHVVHV�DQG�
RWKHU�RUJDQL]DWLRQV�DERXW�HFRQRPLF�GHYHORSPHQWV�LQ�WKHLU�FRPPXQL�
WLHV��%HFDXVH�WKLV�LQIRUPDWLRQ�LV�FROOHFWHG�IURP�D�ZLGH�UDQJH�RI�FRQ�
WDFWV�WKURXJK�D�YDULHW\�RI�IRUPDO�DQG�LQIRUPDO�PHWKRGV��WKH�%HLJH�%RRN�
FDQ�FRPSOHPHQW�RWKHU�IRUPV�RI�UHJLRQDO�LQIRUPDWLRQ�JDWKHULQJ��7KH�
%HLJH�%RRN�LV�QRW�D�FRPPHQWDU\�RQ�WKH�YLHZV�RI�)HGHUDO�5HVHUYH�
RIILFLDOV� 

How is the information collected? 
(DFK�)HGHUDO�5HVHUYH�%DQN�JDWKHUV�LQIRUPDWLRQ�RQ�FXUUHQW�HFRQRPLF�
FRQGLWLRQV�LQ�LWV�'LVWULFW�WKURXJK�UHSRUWV�IURP�%DQN�DQG�%UDQFK�GLUHF�
WRUV��SOXV�LQWHUYLHZV�DQG�RQOLQH�TXHVWLRQQDLUHV�FRPSOHWHG�E\�EXVLQHVV�
HV��FRPPXQLW\�RUJDQL]DWLRQV��HFRQRPLVWV��PDUNHW�H[SHUWV��DQG�RWKHU�
VRXUFHV��&RQWDFWV�DUH�QRW�VHOHFWHG�DW�UDQGRP��UDWKHU��%DQNV�VWULYH�WR�
FXUDWH�D�GLYHUVH�VHW�RI�VRXUFHV�WKDW�FDQ�SURYLGH�DFFXUDWH�DQG�REMHFWLYH�
LQIRUPDWLRQ�DERXW�D�EURDG�UDQJH�RI�HFRQRPLF�DFWLYLWLHV��7KH�%HLJH�
%RRN�VHUYHV�DV�D�UHJXODU�VXPPDU\�RI�WKLV�LQIRUPDWLRQ�IRU�WKH�SXEOLF� 

How is the information used? 
7KH�LQIRUPDWLRQ�IURP�FRQWDFWV�VXSSOHPHQWV�WKH�GDWD�DQG�DQDO\VLV�XVHG�
E\�)HGHUDO�5HVHUYH�HFRQRPLVWV�DQG�VWDII�WR�DVVHVV�HFRQRPLF�FRQGL�
WLRQV�LQ�WKH�)HGHUDO�5HVHUYH�'LVWULFWV��7KH�TXDOLWDWLYH�QDWXUH�RI�WKH�
%HLJH�%RRN�FUHDWHV�DQ�RSSRUWXQLW\�WR�FKDUDFWHUL]H�G\QDPLFV�DQG�LGHQWL�
I\�HPHUJLQJ�WUHQGV�LQ�WKH�HFRQRP\�WKDW�PD\�QRW�EH�UHDGLO\�DSSDUHQW�LQ�
WKH�DYDLODEOH�HFRQRPLF�GDWD��7KLV�LQIRUPDWLRQ�HQDEOHV�FRPSDULVRQ�RI�
HFRQRPLF�FRQGLWLRQV�LQ�GLIIHUHQW�SDUWV�RI�WKH�FRXQWU\��ZKLFK�FDQ�EH�
KHOSIXO�IRU�DVVHVVLQJ�WKH�RXWORRN�IRU�WKH�QDWLRQDO�HFRQRP\� 

The Beige Book does not have the type of information I’m looking 
for. What other information is available? 
7KH�)HGHUDO�5HVHUYH�6\VWHP�FRQGXFWV�D�ZLGH�DUUD\�RI�UHFXUULQJ�VXU�
YH\V�RI�EXVLQHVVHV��KRXVHKROGV��DQG�FRPPXQLW\�RUJDQL]DWLRQV��$�OLVW�RI�
VWDWLVWLFDO�UHOHDVHV�FRPSLOHG�E\�WKH�)HGHUDO�5HVHUYH�%RDUG�LV�DYDLODEOH�
KHUH��OLQNV�WR�HDFK�RI�WKH�)HGHUDO�5HVHUYH�%DQNV�DUH�DYDLODEOH�KHUH��
DQG�D�VXPPDU\�RI�WKH�6\VWHP¶V�FRPPXQLW\�RXWUHDFK�LV�DYDLODEOH�KHUH��
,Q�DGGLWLRQ��)HG�/LVWHQV�HYHQWV�KDYH�EHHQ�KHOG�DURXQG�WKH�FRXQWU\�WR�
KHDU�DERXW�KRZ�PRQHWDU\�SROLF\�DIIHFWV�SHRSOHV¶�GDLO\�OLYHV�DQG�OLYHOL�
KRRGV���7KH�6\VWHP�DOVR�UHOLHV�RQ�D�YDULHW\�RI�DGYLVRU\�FRXQFLOV—
ZKRVH�PHPEHUV�DUH�GUDZQ�IURP�D�ZLGH�DUUD\�RI�EXVLQHVVHV��QRQ-SURILW�
RUJDQL]DWLRQV��DQG�FRPPXQLW\�JURXSV—WR�KHDU�GLYHUVH�SHUVSHFWLYHV�RQ�
WKH�HFRQRP\�LQ�FDUU\LQJ�RXW�LWV�UHVSRQVLELOLWLHV� 

https://www.federalreserve.gov/data.htm
https://www.federalreserve.gov/aboutthefed/structure-federal-reserve-banks.htm
https://www.fedcommunities.org/
https://www.federalreserve.gov/monetarypolicy/review-of-monetary-policy-strategy-tools-and-communications-fed-listens-events.htm
https://www.federalreserve.gov/aboutthefed/advisorydefault.htm
https://www.federalreserve.gov/aboutthefed/advisorydefault.htm
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Highlights by Federal Reserve District 

Overall Economic Activity 
(FRQRPLF�DFWLYLW\�DFURVV�WKH�8QLWHG�6WDWHV�H[SDQGHG�DW�D�PRGHVW�SDFH�LQ�WKH�ILQDO�ZHHNV�RI�������&RQWDFWV�IURP�PDQ\�
'LVWULFWV�LQGLFDWHG�JURZWK�FRQWLQXHG�WR�EH�FRQVWUDLQHG�E\�RQJRLQJ�VXSSO\�FKDLQ�GLVUXSWLRQV�DQG�ODERU�VKRUWDJHV��'H�
VSLWH�WKH�PRGHVW�SDFH�RI�JURZWK��GHPDQG�IRU�PDWHULDOV�DQG�LQSXWV��DQG�GHPDQG�IRU�ZRUNHUV��UHPDLQHG�HOHYDWHG�DPRQJ�
EXVLQHVVHV��/HQGLQJ�DFWLYLW\�SLFNHG�XS�VOLJKWO\�WRZDUG�WKH�HQG�RI�WKH�\HDU��OHG�E\�FRPPHUFLDO�UHDO�HVWDWH�ERUURZHUV��
&RQVXPHU�VSHQGLQJ�FRQWLQXHG�WR�JURZ�DW�D�VWHDG\�SDFH�DKHDG�RI�WKH�UDSLG�VSUHDG�RI�WKH�2PLFURQ�&29,'-���YDULDQW��
0RVW�'LVWULFWV�QRWHG�D�VXGGHQ�SXOO�EDFN�LQ�OHLVXUH�WUDYHO��KRWHO�RFFXSDQF\�DQG�SDWURQDJH�DW�UHVWDXUDQWV�DV�WKH�QXPEHU�
RI�QHZ�FDVHV�URVH�LQ�UHFHQW�ZHHNV��$OWKRXJK�RSWLPLVP�UHPDLQHG�KLJK�JHQHUDOO\��VHYHUDO�'LVWULFWV�FLWHG�UHSRUWV�IURP�
EXVLQHVVHV�WKDW�H[SHFWDWLRQV�IRU�JURZWK�RYHU�WKH�QH[W�VHYHUDO�PRQWKV�FRROHG�VRPHZKDW�GXULQJ�WKH�ODVW�IHZ�ZHHNV��7KH�
PDQXIDFWXULQJ�VHFWRU�FRQWLQXHG�WR�H[SDQG�QDWLRQDOO\��ZLWK�VRPH�UHJLRQDO�GLIIHUHQFHV�LQ�WKH�SDFH�RI�JURZWK��2YHUDOO�
DFWLYLW\�LQ�WKH�WUDQVSRUWDWLRQ�VHFWRU�H[SDQGHG�DW�D�PRGHUDWH�SDFH��:KLOH�IDUP�LQFRPHV�ZHUH�HOHYDWHG�WKURXJKRXW�������
DJULFXOWXUDO�FRQGLWLRQV�ZHUH�PDUUHG�E\�GURXJKW�FRQGLWLRQV�DFURVV�VHYHUDO�'LVWULFWV� 

Employment and Wages 
(PSOR\PHQW�JUHZ�PRGHVWO\�LQ�UHFHQW�ZHHNV��EXW�FRQWDFWV�IURP�PRVW�'LVWULFWV�UHSRUWHG�WKDW�GHPDQG�IRU�DGGLWLRQDO�ZRUN�
HUV�UHPDLQV�VWURQJ��-RE�RSHQLQJV�ZHUH�XS�EXW�RYHUDOO�SD\UROO�JURZWK�ZDV�FRQVWUDLQHG�E\�SHUVLVWHQW�ODERU�VKRUWDJHV��
7LJKWQHVV�LQ�ODERU�PDUNHWV�GURYH�UREXVW�ZDJH�JURZWK�QDWLRQZLGH��ZLWK�VRPH�'LVWULFWV�KLJKOLJKWLQJ�DGGLWLRQDO�JURZWK�LQ�
ODERU�FRVWV�DVVRFLDWHG�ZLWK�QRQ-ZDJH�EHQHILWV��:KLOH�PDQ\�FRQWDFWV�QRWHG�WKDW�ZDJH�JDLQV�DPRQJ�ORZ-VNLOO�ZRUNHUV�
ZHUH�SDUWLFXODUO\�VWURQJ��FRPSHQVDWLRQ�JURZWK�UHPDLQHG�ZHOO�DERYH�KLVWRULFDO�DYHUDJHV�DFURVV�LQGXVWULHV��DFURVV�ZRUN�
HU�GHPRJUDSKLFV��DQG�DFURVV�JHRJUDSKLHV��%HVLGHV�ZDJH�JDLQV��PDQ\�FRQWDFWV�LQGLFDWHG�DGMXVWPHQWV�WR�MRE�GHPDQGV�
–�VXFK�DV�DFFRPPRGDWLQJ�SDUW-WLPH�ZRUN�RU�DGMXVWLQJ�TXDOLILFDWLRQ�UHTXLUHPHQWV�–�WR�DWWUDFW�PRUH�DSSOLFDQWV�DQG�UHWDLQ�
H[LVWLQJ�ZRUNIRUFHV�

Prices 
&RQWDFWV�IURP�PRVW�)HGHUDO�5HVHUYH�'LVWULFWV�UHSRUWHG�VROLG�JURZWK�LQ�SULFHV�FKDUJHG�WR�FXVWRPHUV��EXW�VRPH�DOVR�
QRWHG�WKDW�SULFH�LQFUHDVHV�KDG�GHFHOHUDWHG�D�ELW�IURP�WKH�UREXVW�SDFH�H[SHULHQFHG�LQ�UHFHQW�PRQWKV��:KROHVDOH�DQG�
PDWHULDOV�SULFHV�FRQWULEXWHG�WR�SULFLQJ�SUHVVXUHV�DFURVV�D�ZLGH�UDQJH�RI�LQGXVWULHV��VSDQQLQJ�VHUYLFH�SURYLGHUV�DQG�
JRRGV�SURGXFHUV��0DQ\�FRQWDFWV�DWWULEXWHG�WKH�KLJK�FRVW�RI�LQSXWV�WR�RQJRLQJ�VXSSO\�FKDLQ�GLVUXSWLRQV��6RPH�'LVWULFWV�
UHSRUWHG�WKDW�WUDQVSRUWDWLRQ�ERWWOHQHFNV�KDG�VWDELOL]HG�LQ�UHFHQW�ZHHNV��WKRXJK�SURFXUHPHQW�FRVWV�UHPDLQHG�HOHYDWHG��
2QJRLQJ�ODERU�VKRUWDJHV�DQG�DVVRFLDWHG�ZDJH�JURZWK�DOVR�DGGHG�FRVW�SUHVVXUHV�WR�EXVLQHVVHV�� 

Boston 
%XVLQHVV�DFWLYLW\�ZDV�VWHDG\�RU�XS�VOLJKWO\��DOWKRXJK�
SHUIRUPDQFH�ZDV�VRPHZKDW�PL[HG��(PSOR\PHQW�LQ�
FUHDVHG�PRGHVWO\�DQG�ZDJHV�DGYDQFHG�DW�D�VWURQJ�
SDFH��,QSXW�SULFHV�FOLPEHG�DW�D�UDSLG�SDFH�DQG�RXWSXW�
SULFHV�LQFUHDVHG�PRGHUDWHO\��7KH�RXWORRN�ZDV�PRVWO\�
SRVLWLYH�EXW�XQFHUWDLQW\�UHPDLQHG�HOHYDWHG� 

New York 
7KH�UHJLRQDO�HFRQRP\�JUHZ�DW�D�VXEGXHG�SDFH�LQ�UHFHQW�
ZHHNV��UHVWUDLQHG�E\�LQWHQVLI\LQJ�VXSSO\�GLVUXSWLRQV��
ODERU�VKRUWDJHV��DQG�WKH�2PLFURQ�RXWEUHDN��+RZHYHU��
KROLGD\�VHDVRQ�VDOHV�ZHUH�UHSRUWHG�WR�EH�IDLUO\�VROLG��
(PSOR\PHQW�DQG�ZDJHV�LQFUHDVHG��DQG�EXVLQHVVHV�
QRWHG�RQJRLQJ�ZLGHVSUHDG�HVFDODWLRQ�LQ�ERWK�LQSXW�FRVWV�
DQG�VHOOLQJ�SULFHV��6WLOO��FRQWDFWV�FRQWLQXHG�WR�H[SUHVV�
RSWLPLVP�DERXW�WKH�QHDU-WHUP�EXVLQHVV�RXWORRN� 
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Philadelphia 
%XVLQHVV�DFWLYLW\�JUHZ�PRGHVWO\�GXULQJ�WKH�FXUUHQW�%HLJH�
%RRN�SHULRG�–�VORZHU�WKDQ�WKH�SULRU�SHULRG�–�DQG�UH�
PDLQHG�EHORZ�SUH-SDQGHPLF�OHYHOV��9DFFLQDWLRQ�UDWHV�
URVH�VOLJKWO\��EXW�WKH�2PLFURQ�YDULDQW�FDXVHG�&29,'-���
FDVHV�WR�VXUJH�–�GLVUXSWLQJ�EXVLQHVV�RQFH�PRUH��2YHUDOO��
HPSOR\PHQW�JURZWK�VORZHG�WR�D�PRGHVW�SDFH��DQG�SULFH�
LQFUHDVHV�HEEHG�WR�D�PRGHUDWH�UDWH��ZKLOH�ZDJH�LQ-
FUHDVHV�FRQWLQXHG�WR�ULVH�VKDUSO\� 

Cleveland 
7KH�'LVWULFW¶V�HFRQRP\�H[SDQGHG�DW�D�UHODWLYHO\�VWHDG\�
SDFH��DOWKRXJK�WKH�HPHUJHQFH�DQG�VSUHDG�RI�WKH�2PL�
FURQ�YDULDQW�RI�&29,'-���GDPSHQHG�VDOHV�IRU�VRPH�
UHVWDXUDQWV�DQG�KRWHOV��&RQWDFWV�GLG�QRW�H[SHFW�2PLFURQ�
WR�GHUDLO�WKH�UHFRYHU\��EXW�WKH\�GLG�DQWLFLSDWH�VORZHU�
JURZWK�LQ�WKH�QHDU�WHUP��:KLOH�ODERU�VKRUWDJHV�DQG�
VXSSO\�FKDOOHQJHV�SHUVLVWHG��PRVW�ILUPV�H[SHFWHG�PHDQ�
LQJIXO�UHOLHI�IURP�WKH�ODWWHU�E\�\HDUHQG������ 

Richmond 
7KH�UHJLRQDO�HFRQRP\�JUHZ�PRGHVWO\�LQ�UHFHQW�ZHHNV��
0DQXIDFWXUHUV��SRUWV��DQG�WUXFNLQJ�FRPSDQLHV�UHSRUWHG�
PRGHUDWH�WR�UREXVW�JURZWK�ZKLOH�UHWDLO��WUDYHO��DQG�WRXU-
LVP�UHPDLQHG�VWURQJ��+RPH�VDOHV�DQG�PRUWJDJH�OHQGLQJ�
VORZHG�ZKLOH�FRPPHUFLDO�DFWLYLW\�KHOG�VWURQJ��(PSOR\�
PHQW�URVH�PRGHUDWHO\�DQG�WKH�WLJKW�ODERU�PDUNHW�OHG�WR�
VWURQJ�ZDJH�DQG�SULFH�JURZWK� 

Atlanta 
(FRQRPLF�DFWLYLW\�H[SDQGHG�DW�D�PRGHUDWH�SDFH��/DERU�
PDUNHWV�UHPDLQHG�WLJKW�DQG�ZDJH�SUHVVXUHV�JUHZ��
1RQODERU�FRVWV�URVH�VOLJKWO\��5HWDLO�VDOHV�ZHUH�KHDOWK\��
'RPHVWLF�OHLVXUH�WUDYHO�UHPDLQHG�VROLG��%XVLQHVV�WUDYHO�
LPSURYHG�VOLJKWO\��+RXVLQJ�GHPDQG�ZDV�VWURQJ��&RP�
PHUFLDO�UHDO�HVWDWH�FRQGLWLRQV�LPSURYHG��0DQXIDFWXULQJ�
DFWLYLW\�ZDV�UREXVW��%DQNLQJ�FRQGLWLRQV�ZHUH�VWHDG\� 

Chicago 
(FRQRPLF�DFWLYLW\�LQFUHDVHG�PRGHVWO\��(PSOR\PHQW��
FRQVXPHU�VSHQGLQJ��DQG�EXVLQHVV�VSHQGLQJ�JUHZ�PRG�
HVWO\��PDQXIDFWXULQJ�ZDV�XS�VOLJKWO\��DQG�FRQVWUXFWLRQ�
DQG�UHDO�HVWDWH�ZDV�IODW��:DJHV�DQG�SULFHV�URVH�UDSLGO\��
ZKLOH�ILQDQFLDO�FRQGLWLRQV�ZHUH�OLWWOH�FKDQJHG��$JULFXOWXUDO�
LQFRPHV�ZHUH�VWURQJ�LQ������ 

St. Louis 
(FRQRPLF�FRQGLWLRQV�KDYH�LPSURYHG�DW�D�PRGHUDWH�UDWH�
VLQFH�RXU�SUHYLRXV�UHSRUW��(PSOR\HUV�UHSRUWHG�FRQWLQXHG�
GLIILFXOWLHV�KLULQJ�WR�PHHW�LQFUHDVHG�GHPDQG��,QSXW�FRVW�
SUHVVXUHV�KDYH�OHG�WR�SULFH�LQFUHDVHV��PRVW�RI�ZKLFK�
ILUPV�ZHUH�DEOH�WR�SDVV�RQ�WR�FRQVXPHUV��&RQWDFWV�H[-
SUHVVHG�FRQFHUQ�DERXW�WKH�2PLFURQ�YDULDQW¶V�LPSDFW�RQ�
FRQVXPHU�GHPDQG�DQG�WKH�VXSSO\�RI�ODERU� 

Minneapolis 
7KH�UHJLRQ¶V�HFRQRP\�VDZ�PRGHUDWH�JURZWK��GHVSLWH�
FKDOOHQJHV�UHODWHG�WR�ODERU��KLJKHU�SULFHV��VXSSO\�FKDLQV��
DQG�WKH�2PLFURQ�YDULDQW��(PSOR\PHQW�FRQWLQXHG�WR�JURZ��
EXW�PRUH�VORZO\�WKDQ�KLULQJ�GHPDQG��+ROLGD\�VKRSSLQJ�
ZDV�VWURQJ��DQG�PDQXIDFWXUHUV�UHSRUWHG�UREXVW�DFWLYLW\��
6WURQJ�FRPPRGLW\�SULFHV�DQG�JRRG�FURS�KDUYHVWV�LQ�
VRPH�DUHDV�KHOSHG�RIIVHW�ZLGHVSUHDG�GURXJKW��0LQRULW\-�
DQG�ZRPHQ-RZQHG�EXVLQHVV�HQWHUSULVHV�VDZ�D�ERRVW�LQ�
HQWUHSUHQHXUVKLS� 

Kansas City 
7KH�7HQWK�'LVWULFW�HFRQRP\�ILQLVKHG������DW�D�PRGHUDWH�
SDFH�RI�JURZWK��%XVLQHVVHV�UHSRUWHG�VHYHUDO�QRQ-
WUDGLWLRQDO�DFWLRQV�DLPHG�DW�PLWLJDWLQJ�VXSSO\�FRQVWUDLQWV��
UHVRUWLQJ�WR�FRQVXPHU�RQOLQH�DXFWLRQ�SODWIRUPV�WR�SUR�
FXUH�SDUWV�DQG�RIIHULQJ�HQKDQFHG��VRPHWLPHV�QRYHO��
EHQHILWV�WR�DWWUDFW�ZRUNHUV��*URZWK�LQ�FRQVXPHU�VSHQG�
LQJ�RQ�OHLVXUH�DFWLYLWLHV�ZDV�VWURQJ��3ULFHV�LQFUHDVHG�
EURDGO\��3ODQV�IRU�FDSLWDO�RXWOD\V�FRROHG�VRPHZKDW�LQ�
'HFHPEHU� 

Dallas 
7KH�'LVWULFW�HFRQRP\�H[SDQGHG�DW�D�UREXVW�SDFH��ZLWK�
JDLQV�EURDG-EDVHG�DFURVV�VHFWRUV��(PSOR\PHQW�JURZWK�
ZDV�VWURQJ��DQG�ZDJH�DQG�SULFH�JURZWK�FRQWLQXHG�WR�EH�
KLJKO\�HOHYDWHG��+RPH�VDOHV�UHPDLQHG�KLJK��DQG�ORDQ�
JURZWK�LQFUHDVHG�IXUWKHU��2XWORRNV�LPSURYHG�RYHUDOO��
WKRXJK�XQFHUWDLQW\�LQFUHDVHG�DPLG�D�QHZ�VXUJH�LQ�
&29,'-���FDVHV�DQG�FRQFHUQ�WKDW�ODERU�DQG�VXSSO\-
FKDLQ�VKRUWDJHV�ZLOO�SHUVLVW�ZHOO�LQWR������ 

San Francisco 
(FRQRPLF�DFWLYLW\�VWUHQJWKHQHG�PRGHVWO\�RYHU�WKH�UHSRUW�
LQJ�SHULRG��(PSOR\PHQW�JUHZ�DW�D�PRGHUDWH�SDFH��ZKLOH�
RYHUDOO�FRQGLWLRQV�LQ�WKH�ODERU�PDUNHW�UHPDLQHG�WLJKW��
:DJHV�DQG�SULFH�OHYHOV�FOLPEHG�VLJQLILFDQWO\��5HWDLO�VDOHV�
LQFUHDVHG�QRWDEO\��ZKLOH�FRQGLWLRQV�LQ�WKH�FRQVXPHU�DQG�
EXVLQHVV�VHUYLFHV�VHFWRUV�GHWHULRUDWHG�VRPHZKDW��/HQG�
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Federal Reserve Bank of Boston 

Summary of Economic Activity 
Business activity in the First District was steady or up slightly on balance. Employment increased modestly and wages 
advanced at a strong pace. Input pricing pressures stayed high or intensified, and firms’ output prices increased moder-
ately. Retailers had mixed recent results but performed well above pre-pandemic levels, while tourism contacts reported 
modest improvements in activity. Manufacturing results varied from robust revenue growth to large declines in sales. 
Software and IT services firms enjoyed strong, roughly stable demand. Single-family home sales picked up slightly but 
remained off of their year-earlier levels, and condominium sales gained further momentum as a lower-priced option. 
Commercial real estate activity was steady. The outlook was mostly positive, but uncertainty remained high and the 
Omicron variant of Covid-19 presented a risk to near-term activity in some sectors  

Employment and Wages  
Employment was up modestly on average and wages 
increased at a strong pace. Headcounts were un-
changed among retail and tourism industry contacts, and 
mixed but flat on balance at software and IT services 
firms. Among manufacturers, employment was either flat 
or up by moderate or even robust margins. Three con-
tacts from diverse sectors said that it had recently be-
come easier to hire workers, while others reported that 
hiring remained difficult but had not deteriorated. Elevat-
ed turnover remained a problem for several firms, but 
one noted that vaccine mandates had not resulted in 
increased quits. Wages posted strong gains on average, 
with year-over-year raises ranging from only slight to a 
robust 10 percent. The outlook for hiring in 2022 was 
quite varied, as a few firms described moderate-to-
aggressive hiring plans while at least one intended to 
shed workers.  

Prices  
Prices increased moderately on average among the 
contacts reached this round. Prices were stable on bal-
ance at software and IT services firms. Average hotel 
room rates in the Boston area edged up moderately in 
recent months and increased sharply on a year-over-
year basis. Retailers raised their prices somewhat in 
recent months in response to rising input costs and 
robust demand, although one experienced some con-
sumer pushback after its latest price move. Retail con-
tacts said that freight and shipping costs had stabilized 

at very high levels. Manufacturing contacts reported 
intense input pricing pressures, with increases as high 
as 30 percent over the year. Large input price gains 
pertained to a wide range of commodities, including 
foam, steel, aluminum, wood, cornstarch, adhesives, and 
cardboard. Some manufacturers raised their final goods 
prices by large margins (over-the-year) to compensate 
for the higher costs but at least one said it was trying not 
to raise prices. 

Retail and Tourism 
Retail and tourism contacts offered mostly positive re-
ports. A clothing retailer enjoyed a robust seasonal surge 
in sales above its already-strong performance in the first 
3 quarters of the year, as recent sales exceeded compa-
rable 2020 levels by low double-digit percentages. A 
furniture seller saw revenue above pre-pandemic levels, 
but its sales volume dropped in recent months relative to 
the record-setting levels posted in the summer of 2021. 
Airline passenger traffic through Boston picked up stead-
ily in recent months, and passenger levels in a recent 
-week period were 200 percent higher than in the same 
period in 2020. (All statements about air travel and tour-
ism were relayed prior to the recent, Covid-related surge 
in flight cancellations in the US and elsewhere). Passen-
ger levels nonetheless were off by about 25 percent 
compared with 2019. Retail passengers in January 2022 
are expected to show further improvement, but the re-
covery of international and business travel continues to 
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trail that of domestic leisure travel. Hotel occupancy 
rates in the greater Boston area also saw further modest 
gains in recent months, and November’s average occu-
pancy rate of 58 percent represented a marked improve-
ment from one year earlier. Retail and tourism contacts 
expressed a largely optimistic outlook for demand in 
2022.  

Manufacturing and Related Services 
Reports from First District manufacturers were mixed. 
Two contacts, a semiconductor manufacturer and a 
supplier of cardboard boxes, continued to record stellar 
growth in sales on a year-over-year basis, similar to or 
even better than Q3 results. The cardboard box producer 
said that its double-digit sales growth would have been 
even higher if not for supply constraints. Other firms 
were not as positive. A frozen fish producer suffered 
large sales declines due to an ongoing supply snafu, a 
precision parts maker had flat revenues, and a biotech 
firm suffered a sharp drop in demand. Capital expendi-
tures were revised down in Q4 at two firms but stable 
otherwise, while spending plans for 2022 were mixed. 
The outlook was variable, in line with each firm’s recent 
performance, and clouded somewhat by uncertainty 
regarding inflation, supply-chain concerns, and idiosyn-
cratic issues. The semiconductor contact expected 
strong growth for the next few years but expressed con-
cern that the desire of many countries to make chips 
locally could lead to a glut of chips down the line.  

Software and Information Technology Services 
Software and IT contacts reported stable activity in the 
fourth quarter and moderate to strong gains in demand 
on a year-over-year basis. For one firm, however, real-
ized revenues were just flat over-the-year despite in-
creased demand, based on normal lags between book-
ings and payments. Recent results exceeded expecta-
tions at two out of the three firms reached this round. 
Prices were described as stable, although customer 
contracts at one firm included automatic cost-of-living 
increases, and two firms said that shifts towards cloud-
based services had led to changes in the mix of prices 
paid by customers. Changes in profits and margins were 
mixed and tended to align with revenue growth. Capital 
and technology spending were consistent with prior 
plans, but firms had diverse spending trends. Contacts 
were generally optimistic for 2022 as a whole, but rising 
COVID-19 infection rates and shutdowns in Europe 
presented downside risks for the near term.  

Commercial Real Estate 
The First District’s commercial real estate markets were 
stable in recent weeks. Life sciences space in Boston 
continued to face very high demand and very low availa-

bility, spurring moderate increases in new construction 
and office-to-lab conversions. The industrial property 
market also continued to thrive, and despite low invento-
ries construction was limited to the activity of a few large 
users. Retail leasing was still weak, especially for small-
er stores relying on urban foot traffic, although sales at 
restaurants and experiential retail got a modest seasonal 
boost and high-end malls showed relative strength. 
Several contacts noted an uptick in conversions of retail 
space for warehousing uses. In the office sector, leasing 
activity remained scant in most areas but picked up 
somewhat in Rhode Island, and vacancy rates and rents 
were unchanged. Some contacts noted that “contrarian” 
investors increasingly sought to purchase top-quality 
office product. Regarding the outlook, contacts were 
optimistic on balance but expressed concerns about high 
inflation and rising interest rates. Contacts also speculat-
ed that premier office properties could see robust leasing 
demand in 2022 but that generic offices faced grim pro-
spects, and some perceived that the Omicron variant of 
COVID-19 posed at least a transitory risk to activity 
moving into 2022.  

Residential Real Estate 
Residential real estate activity was stable or up slightly in 
November from earlier in the fall. Five New England 
states and Boston reported results; Connecticut data 
were unavailable. As earlier in the fall, closed sales of 
single-family homes were down sharply on a year-over-
year basis in most markets (except Boston), reflecting 
softer demand compared with historic pandemic highs. 
Nonetheless, year-over-year sales improved slightly from 
the previous reports and sales were high for the typically 
slow month of November. In Boston, single-family sales 
rebounded to post slight over-the-year gains. Median 
sales prices of single-family homes were roughly flat but 
remained higher than year-earlier levels by robust mar-
gins. Inventories fell further and are down by large mar-
gins from November 2020. The Rhode Island and Mas-
sachusetts contacts said that high prices and low inven-
tories in the single-family market pushed many first-time 
buyers into the condo market, and in fact condo sales 
increased notably in most reporting markets. One con-
tact remarked that “with the threat of climbing interest 
rates and rising rents, buyers are focused on securing a 
home with a steady mortgage payment to help stabilize 
expenses.” ■ 

For more information about District economic conditions visit: 
www.bostonfed.org/regional-economy 
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Summary of Economic Activity 
Growth in the Second District economy slowed to a subdued pace, reflecting widespread supply disruptions, labor short-
ages, and the outbreak of Omicron across the District. However, contacts continued to express fairly widespread opti-
mism about the near-term outlook. Businesses continued to report increases in selling prices, input costs, and wages. 
The job market has remained exceptionally tight, with businesses planning to hire more workers, on net, in the months 
ahead. Consumer spending was mixed, with vehicle sales weakening further but retail holiday-season sales character-
ized as solid. The home sales market has been unusually robust for this time of year, and apartment rental markets 
strengthened slightly; commercial real estate markets were somewhat stronger. Both residential and commercial con-
struction activity weakened, with contacts noting scattered shortages of materials. Finance-sector contacts reported 
ongoing improvement, while regional banks reported stronger loan demand from commercial borrowers but weaker 
demand from the household sector. 

Employment and Wages  
Employment has continued to increase modestly, re-
strained by ongoing labor shortages. Staffing agencies in 
both New York City and upstate New York reported that 
hiring orders have remained fairly strong during this 
typically slow season, particularly for technology, sales 
and human resource workers. However, businesses have 
continued to experience difficulty in hiring and retaining 
workers. Labor shortages persist across a wide range of 
industries and occupations. Businesses in most sectors 
plan to add staff in the months ahead.   

Contacts in all sectors continued to report widespread 
wage increases. An upstate New York employment agen-
cy noted continued escalation in wages while a New York 
City agency reported that there are large gaps between 
candidates’ salary requirements and prospective employ-
ers’ offers. Minimum wages across New Jersey and 
much of New York State were notched up on January 
1st. More broadly, looking ahead to 2022, businesses 
across all major sectors foresee annual wage increases 
averaging around 6 percent.    

Prices 
A large majority of contacts continued to report escalation 
in input prices. Contacts noted shortages and exception-
ally high costs of a wide range of supplies, including 

metals, chemicals, construction materials, glass bottles, 
and paper. A sizable majority of contacts in most sectors 
expect input prices to rise further in the months ahead.  

Hikes in businesses’ selling prices have also remained 
widespread, particularly in the manufacturing, distribu-
tion, and retail sectors. A major retailer noted that its 
selling prices—based on merchandise acquisition costs 
negotiated months ago—have not yet risen significantly 
but are likely to in the first half of 2022. A majority of 
businesses plan to hike selling prices in the months 
ahead.       

Consumer Spending 
Consumer spending has been steady overall in the latest 
reporting period. Non-auto retailers characterized the 
holiday season as fairly successful: sales were robust in 
November but tapered off a bit in December, which was 
attributed largely to the Omicron outbreak. Supply dis-
ruptions caused scattered inventory shortages but were 
not too disruptive overall. One chain noted that in-store 
sales were moderately below 2019 levels but on-line 
sales boosted total business above pre-pandemic levels. 
New York City continued to lag the rest of the region, 
hampered by fewer commuters and visitors. Consumer 
confidence among New York State residents climbed to 
a 5-month high in early December. 
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New vehicle sales continued to weaken and were run-
ning well below late-2020 levels, restrained by the ongo-
ing dearth of supply. Many dealers have had little or no 
inventory and generally reported a 6-month lag in filling 
orders from customers. However, sales of used vehicles 
have picked up noticeably, with inventories lean but 
shortages far less severe than for new autos.     

Manufacturing and Distribution 
Manufacturing activity grew at a slower pace in the final 
weeks of 2021, while activity in the wholesale, transpor-
tation, and warehousing sectors continued to expand 
briskly. Many contacts in these sectors reported further 
deterioration in the availability of supplies and escalating 
prices, which have impeded business activity. Still, look-
ing ahead to the first half of 2022, these businesses 
continued to express fairly widespread optimism.   

Services 
Service industry activity tapered off somewhat in the final 
weeks of 2021. In particular, businesses in the leisure & 
hospitality and, to a lesser extent, education & health 
sectors noted a drop-off in activity—likely reflecting the 
Omicron outbreak. Information industry contacts also 
noted a slowdown. However, contacts in professional & 
business services noted steady, moderate growth. Busi-
nesses in all these industries generally remained opti-
mistic about the near-term outlook. 

There are indications that the Omicron outbreak has 
dampened both tourism and other service-sector activity 
in New York City. Subway ridership, which had been 
trending up through November, turned down noticeably 
in December and was more than 50 percent below com-
parable 2019 levels in the second half of the month. New 
York City’s New Year’s Eve celebration in Times Square 
was scaled back sharply, with crowd capacity limited to 
15,000—a small fraction of typical pre-pandemic turnout.   

Real Estate and Construction 
Sales activity remained relatively strong in the final 
weeks of 2021. The volume of co-op and condo sales in 
Manhattan remained high, particularly at the upper end 
of the market, and inventories have fallen to more nor-
mal levels. One industry expert noted that some sellers 
are eager to make sales before the end of December 
due to uncertainty about tax changes in 2022. Elsewhere 
across the District, increasingly lean inventories of un-
sold homes have restrained sales, pushed up prices, 
and led to frequent bidding wars.   

New York City’s residential rental market was slightly 
stronger in recent weeks, as vacancy rates have continued 
to edge down, rents have edged up, and concessions have 
diminished. Rents on larger apartments, and those in 
doorman buildings are now generally above pre-pandemic 
levels. 

Commercial real estate markets strengthened slightly, on 
balance, across the District. In Manhattan, availability rates 
were little changed in recent weeks, rents showed signs of 
leveling off, and leasing activity has been steady at a fairly 
brisk level. Across the rest of the metropolitan region, 
office vacancy rates declined modestly, and rents were 
steady to slightly higher. In upstate New York, markets 
were steady to slightly weaker. The industrial market con-
tinued to strengthen, with vacancy rates steady to down 
slightly near record lows and rents continuing to escalate. 
The retail leasing market, though still soft, has shown signs 
of picking up. 

Construction sector contacts reported a slight uptick in 
activity, on balance, though some noted that ongoing 
supply shortages and soaring prices have continued to 
restrain activity. Both multi-family residential and non-
residential construction starts weakened, though there 
continues to be a good deal of ongoing construction in the 
pipeline.    

Banking and Finance 
Contacts in the broad finance sector reported ongoing 
improvement in business conditions. Small to medium-
sized banks in the District reported little change in overall 
loan demand, noting a pickup for commercial mortgages 
but weaker demand for consumer loans and residential 
mortgages. Refinancing activity declined. Both credit 
standards and delinquency rates were reported as un-
changed across all loan segments. ■ 

For more information about District economic conditions visit:  
www.newyorkfed.org/regional‐economy 
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Summary of Economic Activity 

On balance, business activity in the Third District grew modestly – a slower pace than during the prior Beige Book peri-

od. Moreover, activity in most sectors had not yet returned to pre-pandemic levels. Since the prior Beige Book, the 

Omicron variant of COVID-19 has driven up the rate of cases, hospitalizations, and deaths. Contacts noted increased 

business disruptions as outbreaks occurred at worksites, in employee households, and among their own families. The 

rate of all persons being fully vaccinated edged up to 66 percent. Net employment growth and price increases slowed to 

a modest and moderate pace, respectively, while wages continued to rise sharply. However, many firms, especially 

larger ones, noted strong profits – “the best year ever” for some. Optimism remained high but waned somewhat, as the 

share of firms expressing positive expectations for continued economic growth over the next six months narrowed – to 

near two-thirds of the nonmanufacturers and near two-fifths of the manufacturers. 

Employment and Wages 
Employment grew modestly, with growth in the service 

sectors more subdued than last period. The share of 

firms reporting employment increases fell to one-fifth of 

the nonmanufacturing firms and edged up to two-fifths 

among the manufacturers. Overall, one-fifth of the non-

manufacturers reported a rise in average hours worked – 

a bit less than manufacturers’ one-third share.  

Staffing firms and most employers continued to report 

significant difficulty attracting and retaining labor. The 

surge in Omicron cases created staffing challenges in 

some sectors more than in others.  

Employment in leisure and hospitality remains about 10 

percent below pre-pandemic levels – more so in the city 

of Philadelphia – accounting for 175,000 jobs in our 

three states. While contacts noted great difficulty finding 

workers, they expect that fewer staff will be required as 

new technology and lower levels of service (e.g., less 

frequent fresh towels) are deployed. Likewise, auto 

dealers are employing about 5 percent (8,000) fewer 

workers than they did pre-pandemic in New Jersey and 

Pennsylvania. While dealers noted a need for mechan-

ics, their demand for salespeople is limited while invento-

ries remain scarce and may not fully recover if custom-

ers accept and adapt to new sales technologies.  

Wages continued to rise substantially. The share of 

nonmanufacturing firms reporting higher wage and bene-

fit costs per employee held steady at 60 percent. No 

firms reported lower compensation.  

Prices 
On balance, prices rose moderately over the period – 

less than the prior period’s sharp increase. The share of 

manufacturers reporting higher prices for factor inputs 

decreased to 68 percent, while those receiving higher 

prices for their own products fell to 51 percent. The 

share of nonmanufacturers reporting higher prices for 

their inputs fell to 55 percent, while the share receiving 

higher prices from consumers for their own goods and 

services dropped to 34 percent.  

Contacts noted that rising wages and higher commodity 

costs were driving the price increases. Many contacts 

noted that supply chain disruptions had worsened. Build-

ers also noted the impact from the higher tariff on Cana-

dian lumber.  

About 62 percent of the manufacturing contacts reported 

they expect to pay higher prices over the next six 

months, and slightly less than that expected to receive 

higher prices for their own goods.  
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Manufacturing 
On average, manufacturing activity grew modestly – a 

drop-off from the prior robust pace. The share of firms 

reporting increases in shipments and new orders fell to 

levels matching their long-run nonrecession averages. 

Moreover, increases in net backlogs and delivery times 

were less widespread, and net inventories held steady. 

Consumer Spending 
Retailers (nonauto) and restaurateurs continued to report 

modest growth. Contacts noted that the rise in COVID-

19 cases had begun to disrupt worker attendance and 

may have dampened late holiday season activity.  

Supply constraints further reduced inventories for auto 

dealers – causing new auto sales to fall modestly from 

already low levels. Contacts expect the limited inventory 

to preclude the typical year-end sales surge that accom-

panies year-end bonuses. However, continued demand 

maintained upward pressure on new and used car pric-

es, and some contacts noted that the high prices were 

causing some potential buyers to exit the market.  

Overall, tourism continued to improve at a modest pace 

of growth; however, as COVID-19 cases surged in late 

December because of the Omicron variant, staffing 

challenges increased and some bookings were can-

celed, especially within the business travel segment. 

Resort areas continued to report strong demand but 

noted that customers had become more demanding – 

were rougher on resort properties and were refusing to 

wear masks.  

Nonfinancial Services 
On balance, nonmanufacturing activity continued to grow 

moderately, although the share of firms reporting in-

creases in sales retreated to half from nearly two-thirds. 

The share reporting increases in new orders remained at 

about one-third.  

Financial Services 
The volume of bank lending (excluding credit cards) 

edged higher during the period (not seasonally adjust-

ed); loan volume growth was similar during the same 

period in 2019. Loan volumes rose modestly in commer-

cial real estate, moderately for home mortgages, and 

robustly for commercial and industrial lending. However, 

home equity lines and other consumer loans fell modest-

ly, while auto lending fell sharply. Growth in credit card 

volume was very strong – a bit stronger than during the 

same period in 2019.  

Bankers, accountants, and bankruptcy attorneys have 

noted relatively few changes in delinquencies or de-

faults. However, financial and real estate contacts noted 

that lenders were becoming increasingly creative at 

qualifying buyers for new loans. One contact was con-

cerned that a bubble was forming in home mortgages; 

however, most contacts still felt that home values were 

sufficient to allow the majority of homeowners to sell 

their properties and pay off mortgages that had become 

unaffordable.  

Bankers and accountants noted an increasing level of 

uncertainty on the part of their business clients. Some 

are choosing to sell their businesses, while buyers find it 

cheaper to acquire a new business than to grow one – 

fueling the ongoing high level of mergers and acquisi-

tions. Prior to the surge in Omicron cases, one account-

ing firm noted a growing fear among its clients of another 

wave of COVID – that many think the resulting de-

creased demand would cause them to close their busi-

nesses.  

Real Estate and Construction 
Homebuilders reported no change to relatively high 

levels of contract signings and construction activity. 

Contacts did note higher construction costs for materials 

and labor, increased delays because of supply chain 

problems, and other negative impacts on sales and 

production as Omicron variant cases surged.  

Existing home sales appeared to hold steady at high 

levels. Excess demand continued to reward cash buyers 

with offers above the asking price. Contacts noted that 

rental units were becoming unavailable, and in some 

markets, inquiries have increased about mobile home 

regulations, while some hotels are offering long-term 

rentals for people stuck between homes.  

Construction activity and leasing activity for most seg-

ments of nonresidential real estate held steady. Contacts 

noted that demand for new industrial/warehouse space, 

institutional projects, and multifamily housing remained 

strong, while rents continued to rise for existing proper-

ties. Uncertainty continued in the office market as ana-

lysts debate the extent to which demand will fall. Once 

again, the recent surge in cases from the latest COVID-

19 variant has delayed return-to-office plans and clouded 

forecasts. ■ 

For more information about District economic conditions visit:  
www.philadelphiafed.org/regional-economy 
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Summary of Economic Activity 

On balance, the Fourth District economy expanded at a moderate pace in recent weeks, although growth varied by 

segment. Demand generally remained solid, but the emergence and spread of the Omicron variant of COVID-19 report-

edly constrained sales in some high-contact service-providing industries, especially food services and leisure and hospi-
tality. Moreover, persistent supply chain challenges continued to limit growth for manufacturing firms, construction com-

panies, and some retailers. Despite these supply constraints, general merchandisers and apparel retailers suggested 

that holiday sales were solid. Looking forward, contacts generally expected demand to continue to grow in coming 
months, but at a somewhat slower pace than currently as renewed uncertainty about the path of the pandemic tempered 

their optimism. Supply challenges were expected to persist in coming months, keeping upward pressure on costs and 
prices. However, most contacts expected meaningful relief from disruptions in 2022, especially in the second half of the 

year. 

Employment and Wages 
Labor demand remained solid in the District in recent 

months and hiring picked up. Staffing services contacts 
indicated that firms across a wide array of industries 
were hiring to keep up with strong demand. Several 

contacts noted a continued trend toward higher turnover 
amid a persistently competitive job market. Moreover, 

several contacts suggested that increased retirements 
led to more openings. Looking forward, businesses 
expected to continue boosting staffing levels in coming 

months, although they anticipated that labor availability 
would remain constrained.

With labor demand outpacing labor supply, wages con-

tinued to rise. Nearly 70 percent of business contacts 
indicated that they had increased pay rates during the 

prior two months, a share that was virtually unchanged 

since our last report. While wages are rising most nota-
bly among hourly workers, salaried workers are seeing 

meaningful increases, as well, according to our contacts. 
Anticipating little relief from labor shortages in the near 

term, firms expected competition for workers to remain 

intense, keeping upward pressure on labor costs.   

Prices 
Nonlabor input costs continued to rise, albeit at a slightly 

slower pace than in our last report. The share of contacts 

reporting higher costs declined from around 85 percent 

to roughly 75 percent. While cost pressures reportedly 
intensified for firms in the transportation sector, contacts 

noted some relief in manufacturing and construction. 

Firms in the latter two industries suggested that costs 
remained high, but prices for inputs such as steel, alumi-

num, and resins had stabilized and in some cases had 

come down. Looking forward, firms expected input cost 
pressures to continue easing in coming months as sup-

ply chain disruptions dissipated, although they anticipat-

ed that costs will remain elevated.  

Pressure on selling prices remained elevated. Roughly 
two-thirds of contacts suggested they had increased 

selling prices over the prior two months, similar to in the 

prior report. Firms continue to indicate that they raised 
prices to offset higher nonlabor input costs and protect 

margins. Also, contacts more frequently reported that 

they were factoring in the cost of higher wages in pricing 
strategies as well. 

Consumer Spending 
Consumer spending increased modestly. General mer-

chandisers and apparel retailers said that demand for 

goods remained strong, and many noted favorable holi-
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day sales. Restaurateurs and hoteliers reported a pickup 

in sales in recent weeks, although some restaurateurs 

said that news of the omicron variant dampened activity. 
Auto dealers reported limited sales despite generally 

elevated demand as tight inventories and higher prices 

deterred buyers. Contacts expected nonauto consumer 
spending to remain relatively strong in the coming 

months, and multiple auto dealers were optimistic that 

sales would increase along with inventory levels in the 

first quarter of 2022. 

Manufacturing 
Growth in demand for manufactured goods slowed 
somewhat in recent weeks, although it remained solid. 

Some contacts attributed softer growth to persistent 

supply chain disruptions and long lead times, both of 
which limited availability of essential inputs. For exam-

ple, one steel manufacturer said that a customer re-

duced its purchases until diesel engines and truck chas-
sis were more readily available. Many manufacturers 

also noted that the shortage of production workers inhib-

ited their ability to keep up with demand or build invento-
ries to desired levels. Looking forward, many manufac-

turers expected that supply constraints will continue to 
limit production through the next several months. 

Real Estate and Construction 
Housing demand has remained elevated. But one home-

builder noted that he no longer had time to build spec 

homes to take advantage of strong demand because of 

the number of projects already under contract. Supply 

chain disruptions also slowed current construction activi-

ty. A homebuilder indicated that he had been unable to 

complete homes that were already sold because of labor 

and materials shortages. Going forward, contacts ex-

pected demand to remain strong as consumers look to 

lock in low interest rates, although supply chain disrup-

tions were expected to continue impeding new home 

construction. 

Demand for nonresidential construction and real estate 

remained stable on net but continued to vary by sector. 

Leasing activity for industrial space remained robust, 
while office occupancy rates continued to decrease. 

Contacts reported that nonresidential construction activi-

ty has remained solid overall, with the strongest demand 
centered on industrial spaces. Going forward, contacts 

were less optimistic about future construction demand 
because concerns about supply chain disruptions, labor 

availability, and inflation have led some firms to delay 

construction projects.  

Financial Services 
Loan demand increased moderately. Contacts reported 

growth in business lending despite elevated cash bal-

ances, and many bankers reported a stronger loan pipe-
line. Lenders said that demand for auto loans and mort-

gages was slightly down because limited inventories and 

higher selling prices in both markets dampened activity. 
Lenders said that delinquency rates for consumer and 

commercial loans were still low and that core deposits 
had increased in recent months. Looking ahead, bankers 

expected that business loan volumes will continue to 

increase because of a large number of applications in 
the pipeline.   

Professional and Business Services 
Professional and business services firms continued to 
experience robust activity. Demand for HR and IT soft-

ware and solutions remained strong, while the recently 
passed infrastructure bill increased demand for engi-

neering firms. Accounting and wealth management firms 

also reported increases in activity, in part because of 
potential changes in federal tax laws. IT firms anticipated 

that demand will remain strong as businesses continue 

to shift to more online work. Other professional and 
business services firms were also optimistic about the 

future and anticipated that an increasing number of 

public agencies will be seeking project proposals related 
to the infrastructure bill.  

Freight  
Demand for freight services increased moderately in 

recent weeks from an already high level. As in other 

industries, capacity constraints and supply disruptions 
were limiting growth. When asked if his firm had seen 

increased activity in recent months, one contact said his 

firm was “running at capacity, (so) no change is the only 
possible response at this point.” Moreover, a logistics 

firm noted that problems getting containers in from over-
seas contributed to lower-than-expected volumes just 

prior to the Black Friday–Cyber Monday period. While 

the scarcity of drivers and trucks is likely to persist well 
into 2022, multiple contacts expected supply chain dis-

ruptions to ease late in the year and improve at least 

truck availability. ■ 

For more information about District economic conditions visit:  
https://www.clevelandfed.org/en/region/regional-analysis 
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Federal Reserve Bank of Richmond 

Summary of Economic Activity 

The Fifth District economy grew modestly but was somewhat constrained by supply issues and labor shortages. Manu-

facturers reported a moderate increase in shipments, new orders, and backlogs while inventory levels remained low as 

supply shortages persisted. Ports continued to see record-breaking volumes, particularly for imports. Trucking compa-

nies experienced strong demand and did not see the typical seasonal slowdown. Retailers reported strong demand, 

increased foot traffic, and sales levels on par with 2019. Travel and tourism remained strong, driven by leisure travel as 

hotel occupancy rose, although hotels had to limit the number of rooms or services due to staffing shortages. Demand 

for residential real estate remained strong but declined slightly in recent weeks. Home prices were little changed and 

inventories remained low. Commercial real estate activity increased moderately. Banks reported a slight decline in loan 

demand as a result of the softening in mortgage activity and concerns from businesses over the rise in Covid cases. 

However, commercial and business lending held steady. Nonfinancial services generally experienced flat to modestly 

increasing revenues in recent weeks. Employment rose moderately and demand for workers remained strong, but com-

panies continued to report challenges filling open positions. Some employers were concerned that rise in Omicron cas-

es would add to their labor challenges. Wages rose strongly as many employers gave larger than usual year-end in-

creases. Prices grew robustly as firms increases prices in response to higher costs of goods and labor.  

Employment and Wages  
Employment in the Fifth District increased moderately 

since our previous report. Demand for workers remained 

robust with many firms reporting unfilled job openings 

and difficulties finding qualified candidates. Several 

contacts noted that their employees were getting unsolic-

ited job offers from other companies. The tight supply of 

labor led some companies to look to investment in tech-

nology and automation so they could operate with a 

smaller headcount. A few employers expressed concerns 

that the Omicron variant of Covid-19 would add to labor 

challenges as more employees may be required to quar-

antine. Wages increased strongly with many contacts 

reporting higher than usual year-end wage increases. 

Several noted that those increases were in addition to off

-cycle wage increases already made this year to attract 

and retain workers.  

Prices  
Price growth increased further in recent weeks from an 

already elevated rate. According to our surveys, average 

prices received by services firms was up by more than 

six percent compared to last year. Firms reported even 

stronger growth in non-labor input prices. Additionally, 

many firms reported raising wages and passing the 

higher labor costs through to final prices. Manufacturers 

also reported strong growth in prices paid and received, 

with some of the largest cost increases coming from 

freight and energy.  

Manufacturing 
Fifth District manufacturers experienced a moderate 

increase in shipments and new orders since our previous 

report. Capacity utilization increased, but the higher 

volume of new orders led to increased backlogs. Low 

levels of inventories of raw materials and finished goods 

persisted. Lead times continued to lengthen for many 

components, including microchips, but a few producers 

saw lead times ease slightly for some materials. Several 

manufacturers anticipated supply chain disruptions to 

extend at least into the second half of 2022. Spending on 

equipment and software picked up modestly in recent 

weeks.  

Ports and Transportation 
Fifth District ports reported strong growth and record-

breaking volumes since our last report. Import volumes 

drove growth, with export volumes down slightly with the 

exception of farm equipment. Several respondents re-

ported receiving diversion from other east coast ports 

due to congestion or carriers skipping ports due to time 

and cost concerns. Shipping prices remained high but 

have come down from their peak earlier in the year. Most 

ports stated they are running at or over capacity, with no 
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additions to U.S. container capacity expected until at 

least 2023. Shortage of transportation equipment and 

warehouse space caused imports to sit at rail yards and 

ports for longer periods. All the ports indicated that cost 

for both labor and equipment were rising rapidly. One 

airport noted that both passenger and air freight traffic 

were up this holiday season.   

Trucking firms in the Fifth District cited unusually strong 

demand for shipping for this time of year. Volumes were 

high across most goods in both the industrial and retail 

sectors. Contacts reported turning away business be-

cause of shortages of drivers and equipment. Trucking 

firms indicated that employment and equipment costs 

have continued to increase and they have been able to 

pass them along customers.  

Retail, Travel, and Tourism 
Retail demand in the Fifth District was strong since our 

last report. Customer traffic increased and retailers were 

on track to meet 2019 sales levels. Retailers passed on 

the higher costs of goods, mainly owing to elevated 

freight costs, as well as higher labor costs. Auto dealers 

saw strong revenue because of high prices of used 

vehicles and increased demand for servicing of existing 

cars, but new car sales were down because of low 

inventory levels.  

Fifth District travel and tourism held strong primarily due 

to leisure travel. Contacts noted that there has been a 

limited amount of group or business travel, as well as 

fewer conferences or conventions. Passenger counts at 

airports are at their highest since the beginning of the 

pandemic. Hotel occupancy and room rates strength-

ened, but hotels are holding back rooms or limiting 

service because of staff shortages. Restaurants saw 

strong demand but had to limit hours or days of service 

because of lack of staffing, and reducing menu choices 

because of supply chain disruptions.  

Real Estate and Construction 
Demand for Fifth District homes has experienced some 

seasonal slowing since our last report but remained 

strong. Average days on the market increased slightly, 

but remains short amid low inventory levels. Home 

prices remained elevated, discouraging some purchas-

ers, but buyers did not have any difficulty qualifying or 

obtaining mortgages. Rising construction costs, long 

lead times for materials and equipment and shortages of 

skilled trade labor continued to slow residential construc-

tion and limited the availability of new homes.   

Overall, activity in the commercial real estate market 

continued to increase at a moderate rate in the Fifth 

District. The industrial segment remained very strong 

with low vacancy rates and rising sale prices and rental 

rates. Office leasing improved slightly, but tenants were 

still doing short term lease renewals amid some indeci-

sion by companies as to future space requirements. The 

owner-occupied real estate market was strong as more 

businesses have decided to own their space. Retail 

leasing was good with lots of renewals and new tenants. 

Multifamily leasing remained robust with rising rents. 

Contacts also reported increased multifamily construc-

tion in their markets.   

Banking and Finance 
Overall loan demand slowed slightly, mainly due to usual 

seasonality as well as new Covid concerns from the 

Omicron variant. However, commercial real estate and 

business lending remained steady. Mortgage lending 

was down slightly and one respondent noted that the 

supply of homes was keeping the loan volume de-

pressed. Direct auto lending was still being impacted 

from a lack of car dealer inventory. Financial institutions 

noted that deposit levels were still increasing modestly, 

even in a low-rate environment. Credit quality continued 

to be excellent with one bank noting their delinquency 

rates were at 15-year lows.     

Nonfinancial Services 
Nonfinancial services firms reported a modest increase 

in revenues and demand. Professional services firms 

experienced strong demand and steady to increasing 

revenues. Health services firms, however, reported flat 

to slightly declining revenues. One health care provider 

said that staffing shortages inhibited their ability to meet 

demand and led to falling revenues. Educational institu-

tions reported no changes to demand or revenues in 

recent weeks. ■ 

For more information about District economic conditions visit:  
www.richmondfed.org/research/data_analysis 
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Summary of Economic Activity 
Economic activity in the Sixth District expanded moderately from mid-November through December, even amidst wide-
spread outbreaks of the Omicron variant late in the reporting period. Demand for workers remained strong and labor 
market tightness persisted. Upward pressure on wages was widespread. Nonlabor costs grew, albeit at a slower pace. 
Retail sales were solid; auto sales, however, remained challenged due to supply chain constraints. Domestic leisure 
travel was strong. Business travel and convention bookings picked up somewhat, though increases in Omicron cases 
precipitated some postponements and cancellations in the near term. Robust housing demand continued. Conditions in 
commercial real estate improved. Manufacturing activity was healthy. Conditions at financial institutions were steady, 
though deposit levels declined, and loan demand slowed somewhat. 

Employment and Wages  
Demand for labor was strong over the reporting period 
amidst pervasively tight labor supply. Most employers 
reported that qualified candidates for open positions 
remained in short supply across all jobs but particularly 
for entry-level positions. Shortages of workers were 
reported to be exacerbated by childcare availability 
issues and remaining Federal subsidies, such as the 
advance on child tax credits. Additionally, geographic 
competition for workers has expanded with increased 
remote-work options. Tight labor conditions have firms 
intensely focused on retention. Some reported being 
proactive with wage increases while others added “stay” 
bonuses that reward a longer-term commitment of two 
years. Firms continued to evaluate greater flexibility for 
workers and even more time off, including additional “self 
-care days,” remote work, and four-day workweeks. 
Many continued to advocate for COVID vaccines, but not 
mandate them, with the ultimate aim to retain employ-
ees.  Several employers said they are making plans to 
reduce their labor dependence through technology and 
automation. It was noted that some smaller firms were 
making a concerted effort to stay under the 100-
employee threshold that would exempt them from costly 
COVID vaccine and testing regulatory requirements. In 
late December, some employers noted an uptick in 
absenteeism related to Omicron which resulted in cur-
tailed operations.

Upward pressure on wages remained relatively wide-
spread. Increases were most notable at the lower end of 
the pay scale and among new hires. Most contacts 
indicated they feel like they are chasing market wages to 
attract and retain staff. Wage growth remains above plan 
for most firms, and many anticipate higher wage growth 
in 2022.   

Prices  
Several contacts noted that many nonlabor costs leveled 
off or increased only slightly since the previous report, 
though the rising cost of steel and freight was frequently 
mentioned. Most contacts expect price levels to remain 
elevated for the foreseeable future, and while pricing 
pressures from supply chain issues and labor shortages 
are expected to ease over the next year, they are not 
expected to disappear. Pricing power softened some-
what as contacts expressed worry that continued price 
increases would drive demand downward. The Atlanta 
Fed’s Business Inflation Expectations survey showed 
year-over-year unit costs were unchanged in December 
at 3.6 percent. Year-ahead expectations increased slight-
ly to 3.4 percent in December, up from 3.3 percent in 
November.  

Consumer Spending and Tourism 
Consumer spending remained healthy throughout the 
holiday season, particularly for off-price retailers. District 
contacts noted an increase in foot traffic compared with 
year-earlier levels. Auto sales remained low , and deal-
ers expect continued supply constraints, heightened 
demand, and improved earnings into 2022.  

Travel and hospitality contacts reported robust domestic 
leisure travel driven by festivals and holiday events. 
District cruise activity was strong, though passenger 
counts were lower than pre-COVID levels as cruise lines 
maintained self-imposed capacity limits. While there was 
an uptick in business travel and conventions early in the 
reporting period, bookings remained well below 2019 
levels and contacts noted increased postponements and 
cancellations due to the rise in Omicron cases. 
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Construction and Real Estate 
Housing demand in the District remained strong over the 
reporting period. Though slightly higher interest rates 
have slowed refinance mortgage activity, demand for 
home equity lines of credit and other mortgage products 
was steady. Many markets throughout the District contin-
ued to attract buyers from higher-cost markets such as 
the Northeast and West Coast. Demand from investors 
and second-home buyers continued to emerge as a 
significant component of the housing market. Home price 
appreciation continued to rise sharply, leading to escalat-
ed concerns about housing affordability over the long 
term. Despite significant increases in new home starts 
over the past year, builders continued to struggle to keep 
pace with demand given the widespread challenges 
created by supply chain disruptions. After abating earlier 
this year, rising material costs, particularly for lumber, 
have become more burdensome for builders.  

Commercial real estate (CRE) activity improved, on 
balance, since the previous report. Contacts noted im-
proving conditions in the office sector as more business-
es reopened. After a very robust year, activity in the 
multifamily sector slowed due to seasonality; occupan-
cies, however, remained at healthy levels. Contacts 
continued to report that competition is accelerating 
among CRE lenders. Smaller banks and non-bank lend-
ers have been identified by market contacts as some of 
the more aggressive CRE lenders, at this juncture. 

Manufacturing 
Reports on manufacturing activity were largely con-
sistent with the previous report. Contacts noted robust 
demand and increased revenues, though some firms 
indicated that production was hindered somewhat by 
supply chain disruptions and high employee turnover. 
District manufacturers expect further strengthening in 
demand in 2022, but concerns over supply chain inter-
ruptions, labor shortages, and rising input costs remain.  

Transportation 
Transportation activity remained robust over the report-
ing period. District ports experienced further growth in 
container traffic, and some reported utilizing “pop-up” 
container storage yards to clear congestion on port 
properties. Railroads noted significant increases in inter-
modal freight and overall traffic year-to-date. However, 
terminal dwell times lengthened, and rail contacts cited a 
deterioration in service delivery amid crew shortages and 
a dearth of conductors. Air cargo contacts noted in-
creased demand as ecommerce shipments surged.  

Banking and Finance  
Conditions at Sixth District financial institutions remained 
steady over the reporting period. Loan growth trended 

downward amid renewed uncertainties about the course 
of the pandemic and growing underwriting competition 
from nonbank lenders. Deposit levels declined slightly 
but remained elevated. Financial institutions continued to 
hold higher balances in both cash accounts and securi-
ties portfolios. Asset quality remained healthy without 
any notable increases in nonperforming loans or charge-
offs. Increased earnings have been driven by lower loan 
loss provision expenses and reductions in noninterest 
expenses, though margin pressures persisted due to the 
low interest rate environment.  

Energy  
Activity across energy sectors held steady or grew slight-
ly over the reporting period. Chemical manufacturing and 
petroleum refining picked up across the region; however, 
contacts continued to report supply chain bottlenecks for 
various inputs, constraining some chemical production. 
Utilities industry contacts noted sustained growth in 
commercial, residential, and industrial business lines. 
Contacts also continued to report significant investments 
in renewable energy development and production, pri-
marily in solar, wind, and carbon capture technologies.   

Agriculture 
Agricultural conditions remained mixed. Parts of the 
District experienced unusually dry conditions. The De-
cember production forecast for Florida’s orange crop 
was down from last year’s production while the grape-
fruit forecast was unchanged from last year’s production. 
The USDA reported year-over-year prices paid to farm-
ers in November were up for corn, cotton, rice, soy-
beans, cattle, broilers, and eggs but down for milk. On a 
month-over-month basis, prices were up for corn, cotton, 
rice, soybeans, cattle, broilers, and milk, but down for 
eggs. ■ 

For more information about District economic conditions visit: 
www.frbatlanta.org/economy‐matters/regional‐economics 
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Summary of Economic Activity 

Economic activity in the Seventh District increased modestly in late November and December, and contacts expected a 

similar pace of growth over the coming months. Labor and materials supply constraints as well as the spread of COVID-

19 continued to weigh on the expansion. Employment, consumer spending, and business spending grew modestly; 

manufacturing was up slightly; and construction and real estate was flat. Wages and prices rose rapidly, while financial 

conditions were little changed. Agricultural incomes were strong for 2021. 

Employment and Wages 
Employment increased at a modest pace over the report-

ing period, and contacts expected growth to pick up over 

the next 12 months. Contacts across sectors reported 

persistent difficulty in finding workers at all skill levels. In 

addition, contacts noted some new hires did not show up 

on their expected first day or quit soon after. Many busi-

nesses continued to limit operating hours because of 

labor challenges, especially in the restaurant, retail, and 

manufacturing sectors. Rising COVID-19 cases led 

some companies to further delay plans to return to in-

person work, and there were reports of business clo-

sures after COVID-19 exposures forced a large number 

of workers to quarantine. Some contacts expressed 

concern about the potential of vaccination requirements 

to limit labor supply. Overall, wage and benefit costs 

increased robustly. A scarcity of applicants for open 

positions led numerous contacts to raise wage offers, yet 

not all were successful in filling open positions. To retain 

workers, many employers increased the frequency of 

pay raises. Furthermore, contacts said they were giving 

larger-than-usual raises and year-end bonuses to ac-

count for inflation or share healthy profits with workers. 

Prices 
Overall, prices rose rapidly in late November and De-

cember, and contacts expected price increases to con-

tinue at a strong pace over the next 12 months. There 

were large increases in producer prices, driven by pass-

through of higher costs for materials, labor, and transpor-

tation. However, contacts noted that some input prices, 

particularly for energy and certain steel products, had 

stabilized after very large increases earlier in the year. 

Consumer prices generally moved up robustly, with 

contacts pointing to solid demand, limited inventories, 

increased costs, and a greater ability to pass cost in-

creases on to customers as sources of the higher prices. 

Consumer Spending 
Consumer spending increased modestly from a high 

level over the reporting period. Holiday spending met or 

slightly exceeded forecasts. Nonauto retail sales in-

creased moderately, with contacts noting greater spend-

ing on groceries and pet supplies, as well lumber and 

building materials. Sales remained elevated in the appar-

el, furniture, and appliance categories. Thrift and dis-

count stores also reported strong sales. Consumer elec-

tronics were a clear “laggard” according to one contact, 

decreasing modestly amid tight inventories. Light vehicle 

sales were little changed. Although vehicle inventories 

were modestly up, low levels continued to limit volumes. 

Dealer profit margins remained strong, reflecting both 

high vehicle prices and increased service department 

activity. Leisure and hospitality activity was flat overall, 

though restaurant spending increased modestly. 
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Business Spending 
Business spending increased modestly in late November 

and December. Retail inventories remained at low levels 

in numerous sectors due to domestic and international 

supply chain challenges, and contacts expected the 

issues to persist into the second half of 2022. Manufac-

turing inventories changed little and were still tight, with 

shortages of a wide range of inputs, most notably certain 

metals, chemicals, and electrical components. Demand 

for transportation services remained high, even as many 

contacts reported continued domestic and international 

shipping delays and elevated cargo and freight rates. 

Capital expenditures increased moderately, with con-

tacts highlighting technological upgrades (such as new 

automation equipment) and facility expansions. Contacts 

expected a similar increase in capital expenditures over 

the next twelve months. Residential and commercial 

energy consumption increased slightly, notably in leisure 

and hospitality, while industrial consumption decreased 

slightly. 

Construction and Real Estate 
Construction and real estate activity was little changed 

relative to the previous reporting period, though contacts 

said there were more projects in the pipeline. Residential 

construction was flat, while residential real estate activity 

decreased slightly. One real estate contact indicated that 

uncertainty surrounding the economy and the pandemic 

contributed to the slowdown. Home prices and rents 

increased modestly. Nonresidential construction was 

steady over the reporting period. Contacts indicated that 

long lead times and labor shortages persisted. Commer-

cial real estate increased slightly, with activity in the 

industrial and multi-family sectors continuing to outpace 

that of the retail and office sectors. Sales and prices 

were up slightly for commercial properties. Commercial 

rents and vacancy rates were unchanged, though the 

availability of sublease space edged up. 

Manufacturing 
Manufacturing production increased slightly in late No-

vember and December, with many contacts reporting 

growth in order backlogs. Despite strong demand for the 

majority of manufacturers, ongoing capacity constraints 

due to challenges securing inputs, particularly labor, 

limited production gains. Auto output rose only slightly, 

as assemblers and suppliers continued to face shortages 

of microchips and other materials. Demand for heavy 

trucks picked up on top of an already strong level, but 

production of new trucks held steady, leading to higher 

prices for used trucks. Contacts reported little change in 

overall steel demand, which stayed strong. There was a 

small increase in steel availability as capacity utilization 

ticked up. Demand for building materials was flat at a 

high level, supported by solid orders for commercial and 

residential construction. 

Banking and Finance 
Financial conditions were unchanged on balance over 

the reporting period. Business loan demand increased 

slightly, notably for commercial real estate, equipment, 

and commercial lending. One contact also reported 

increases in business loan refinancing. Business loan 

quality decreased slightly, while standards loosened 

slightly. In consumer markets, loan demand was un-

changed on balance, as were loan quality and stand-

ards. 

Agriculture 
High prices and bumper corn and soybean harvests led 

to strong agricultural income in 2021. Agricultural lenders 

reported few issues with credit quality. Expectations are 

for income to be lower in 2022 than in 2021, as recent 

growth in input prices outpaced growth in agricultural 

goods prices and farmers expected the trend to contin-

ue. More crop farmers than typical applied fertilizer on 

fields during the fall because of expected cost increases 

and questions about future availability. Contacts also 

voiced concerns about pricing and availability of other 

inputs, with a jump in forward contracting to ensure 

supplies for 2022. Prices for corn and soybeans rose 

during the reporting period, supported by weather prob-

lems in South America and a pickup in ethanol produc-

tion. Prices for cattle, hogs, eggs, and dairy products 

moved higher. Farmland prices stayed on a rapid up-

ward trend. ■ 

For more information about District economic conditions visit:  
chicagofed.org/cfsbc  

https://chicagofed.org/cfsbc
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Summary of Economic Activity 

Economic conditions have improved moderately since our previous report. Employers continue to report difficulty hiring 

enough workers to meet consumer demand, with some industries with a high degree of direct consumer contact forced 

to limit or cut back operating capacity due to staffing shortages. Significant wage pressures persist across most indus-

tries. Increases in raw material and transport costs contributed to moderate to strong cost pressures, most of which 

firms were able to pass along to consumers. The real estate sector remained strong; supply chain issues continued to 

limit construction but activity was higher than typical seasonal levels. The COVID-19 Omicron variant contributed to 

labor shortages and sparked some concern about the short-term outlook in the hospitality, transportation, and retail 

sectors. 

Employment and Wages 
Employment has increased modestly since our previous 

report. District contacts reported that widespread at-

tempts to hire have been hampered by widespread 

worker shortages. Many firms, unable to find adequate 

staff, have been unable to grow or have had to actively 

cut back their operations. This was especially true for 

high-customer-contact industries, like dining and retail. 

St. Louis cut back its public transportation services de-

spite holding job fairs, enticing retired operators back to 

work, and—in the words of the supervising CEO—

“literally begging for employees.” Firms across industries 

reported increasing flexibility and benefits to entice 

scarce workers. Some also used automated processes 

as a substitute for workers. Several firms delayed their 

return-to-office timelines in the face of the Omicron 

variant. 

Wages continue to grow strongly, particularly for tradi-

tionally low-wage positions. One Little Rock restaurant 

reported paying its dishwashers $13 per hour and skilled 

kitchen staff $16 per hour or more, and an Arkansas 

manufacturer reported plans to soon increase its starting 

wage by more than 10 percent. 

Prices 
Prices have increased moderately since our previous 

report. Contacts in the hospitality industry reported in-

creasing costs since our previous report and are passing 

along most of it to customers. A contact from a jewelry 

retail store reported higher input costs and noted plans 

to increase prices charged to consumers. Furniture retail 

industry contacts reported slightly increased cost pres-

sures and prices charged to consumers. Some contacts 

plan to reduce profit margins rather than pass the full 

extent of cost increases on to their customers. An auto 

retail contact reported no change in costs and prices 

since our previous report. A contact reported slightly 

lower freight costs since our previous report but also that 

freight costs remain higher than before the COVID-19 

pandemic. Raw materials prices have increased modest-

ly overall since our previous report.  

Consumer Spending 
District general retailers, auto dealers, and hospitality 

contacts reported moderately higher business activity 

since our previous report. Consumer sentiment in West 

Tennessee regarding current conditions has worsened 

since September, but future expectations have im-

proved. General retailers reported higher business activi-

ty and a mixed outlook for the next quarter, citing ongo-

ing supply chain and pricing issues. Roughly 39 percent 

of consumers in Tennessee reported the majority of their 

holiday shopping was online this year, down from 53 
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percent of consumers last year. A St. Louis auto dealer 

reported that business activity is about the same as 

November; however, there is little clarity regarding future 

inventory. A restaurant in Arkansas noted that, since 

they no longer have restricted occupancy, they are antic-

ipating increased sales; but they noted the increases in 

new COVID-19 cases remains a downside risk, especial-

ly given tight staffing. Hospitality contacts reported high-

er business activity month-over-month and year-over-

year but a mixed short-term outlook due to the Omicron 

variant.  

Manufacturing 
Manufacturing activity has increased modestly since our 

previous report. Firms in both Arkansas and Missouri 

reported modest upticks in new orders and production, 

although the monthly rate of growth has slowed. Supply 

chain issues and labor shortages have increased input 

prices and continue to put pressure on firms’ profit mar-

gins and service windows. With the passing of the Infra-

structure Investment and Jobs Act, firms expect con-

struction, and therefore demand for manufactured inputs, 

to increase in 2022. Firms also continue to explore auto-

mated substitutes for various aspects of the manufactur-

ing process. 

Nonfinancial Services 
Activity in the nonfinancial services sector was un-

changed since our previous report. Airport passenger 

traffic decreased slightly as rising COVID-19 cases 

among workers have resulted in large numbers of flight 

cancellations. Airport cargo traffic has increased slightly 

since our previous report, although it is down roughly 5 

percent relative to this time last year. Memphis and St. 

Louis area hospitals are dealing with increases in COVID

-19 patients with the Omicron variant. In addition to the

human toll, the tornado event in the District on Decem-

ber 10 and 11 disrupted transportation through road

closures and damage to infrastructure.

Real Estate and Construction 
The residential real estate market has remained strong 

since our previous report. Home prices are still elevated. 

In Memphis, they are up 21 percent since this time last 

year. One contact noted that there has not been the 

typical drop in demand during the winter months. Inven-

tory remains extremely low across the District, and one 

Memphis contact had 14 offers in the first 24 hours a 

house was on the market. However, the median number 

of days a house remains on the market has increased 

slightly since our previous report. While most expect the 

strong real estate market to continue into 2022, a contact 

expressed concern that any significant hikes in interest 

rates will impact demand from buyers.  

Apartment rental rates were mixed but remain relatively 

stable since our previous report, with Little Rock and 

Memphis decreasing slightly and Louisville increasing 

slightly. All apartment rental rates in the largest District 

MSAs remain significantly higher than this time last year. 

Residential construction has remained strong since our 

previous report but continues to struggle with supply 

chain issues and increased costs. A Little Rock contact 

reported that, in spite of these problems, optimism re-

mains high and new development continues. 

Banking and Finance 
Banking conditions have improved slightly since our 

previous report. District banks reported an increase in 

overall lending activity since the last period. Business 

loans, especially commercial, industrial, and commercial 

real estate loans, increased slightly while consumer and 

residential real estate loans increased moderately. De-

posit levels remained high but growth moderated. A 

contact in Little Rock noted that the rate of forgiveness 

for PPP loans has risen through the previous quarter and 

predicted that the balance will be near zero by the mid-

dle of 2022. The outlook for 2022 among bankers is 

cautiously optimistic, as they expect loan growth across 

all divisions.  

Agriculture and Natural Resources 
District agriculture conditions remain relatively un-

changed since our previous report. The percentage of 

winter wheat in the District rated fair or better modestly 

increased from the end of October to the beginning of 

December, rising from 91 percent to 95 percent. This is a 

moderate increase over this period last year. While 

contacts in the District are optimistic after a profitable 

year due to elevated commodity prices, they are also 

concerned about increased costs for fuel, fertilizers, and 

other inputs potentially affecting their crop production 

next year. 

Natural resource extraction conditions improved slightly 

from October to November, with seasonally adjusted 

coal production increasing just over 1 percent. Novem-

ber production was up significantly compared with a year 

ago, increasing nearly 20 percent. ■ 
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Summary of Economic Activity 
The Ninth District economy grew moderately since mid-November, though a surge in COVID cases due to the Omicron 
variant was delaying return-to-work plans and dampening outlooks in some sectors toward the end of the reporting 
period. Employment saw moderate growth, though strong labor demand continued to outstrip supply. Wage pressures 
were strong, while price pressures increased moderately from elevated levels. Growth was noted in commercial and 
residential construction, commercial real estate, consumer spending, and manufacturing, while residential real estate 
activity fell. Agricultural conditions were steady, as higher prices and strong harvests in some crops offset the negative 
impacts of drought. Minority- and women-owned businesses saw improvements but noted price and supply chain chal-
lenges. 

Employment and Wages 
Employment grew moderately since the last report, as 
tighter labor supply forestalled much stronger growth. 
Job postings continued to rise from very high levels 
across the District. In Michigan’s Peninsula, current job 
openings were almost double those from a year earlier. 
Three surveys among construction, hospitality-tourism 
and manufacturing firms found high demand for labor; 
many firms were hiring to replace persistent turnover, but 
an even larger percentage were looking to add to their 
total headcount. Actual hiring was nonetheless more 
challenging, with the large majority of respondents in all 
three sectors reporting moderate to significant difficulty 
in finding available workers.  

Wage pressures remained strong. Surveys since the last 
report found strong wage growth in construction, 
manufacturing, and hospitality-tourism; more firms 
increased wages, and by larger amounts. More than 40 
percent of hospitality and tourism firms reported wage 
increases of 5 percent or more over the last year. A 
South Dakota state budget proposal included a 6 percent 
raise for state workers, including teachers and 
corrections employees. Nonprofits were reportedly 
dealing with growing turnover as workers left for higher 
compensation offers in the private sector. Among firms, 
said one contact, “The wage-increase conversation is 
just as hot as the difficulty-hiring topic.”   

Worker Experience 
Labor supply was tight across the District and quit rates 
continued to trend up. A labor contact said that more 
hospitality workers at a Minnesota airport have left their 
positions, citing “hassles” such as the time spent going 
through security. The presence of the Omicron variant 
and subsequent cancellation of in-person conferences 
and events brought more uncertainty for some hospitality 
workers. A nonprofit contact said that many low-wage 
workers who held two or more jobs before the pandemic 
have decided to work less to meet childcare and other 
needs. A healthcare labor contact said that nurse 
retirements continued to put downward pressure on a 
depleted workforce, and the availability of traveling 
nurses has thinned. A South Dakota contact said that 
workers in the energy sector expressed concerns over 
vaccine mandates.  

Prices  
Price pressures remained elevated. More than three-
quarters of preliminary respondents to the manufacturing 
survey reported that they had increased prices charged 
for their products in the previous year, while 70 percent 
expected to increase their prices further in 2022. 
Contacts in construction reported that materials costs 
remained elevated across the board, but that plastic pipe 
and plumbing fixtures in particular had spiked recently. 
Responses to a hospitality and tourism survey indicated 
greater recent pressure on input prices than final prices; 
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nearly 45 percent of hospitality firms said wholesale 
prices had increased by more than 5 percent over the 
previous 12 months, while about a quarter reported that 
prices charged to customers had increased by that 
magnitude. Retail fuel prices in District states as of late 
December decreased modestly relative to a month 
earlier. Prices received by farmers in November 
increased from a year earlier for corn, soybeans, wheat, 
canola, dry beans, potatoes, hay, hogs, cattle, turkeys, 
chickens, and eggs, while milk prices decreased.  

Consumer Spending 
Consumer spending grew moderately since the last 
report. An industry contact said that retailers reported 
better than expected holiday sales and in-store traffic, 
while online shopping was also very active. A regional 
mall contact noted similarly strong sales, particularly for 
those with healthy staffing levels. Hospitality and tourism 
firms widely reported improved revenues, but future 
sentiment was mixed due to concerns over the Omicron 
variant, particularly among firms catering to large events. 
One Minnesota hotel said banquet and catering 
revenues “are expected to be lower for some time.” New-
vehicle sales—cars, trucks, marine, recreational, and 
powersport—remained slow compared with a year ago, 
due mostly to lack of inventory; used-vehicle sales 
remained healthy as “some consumers are settling for a 
used vehicle rather than waiting for a new vehicle,” 
according to one dealer. 

Construction and Real Estate 
Commercial and residential construction grew 
moderately since the last report. Recent industry data 
showed that the value of construction starts in District 
states continued to trend higher, though some revenue 
increases were attributed to inflated input costs. New 
projects out for bid were higher in District states 
compared with the same period last year. Supply chain 
problems and higher input costs were dampening future 
demand, according to a variety of sources.  

Commercial real estate grew modestly overall. Retail 
was buoyed by stronger-than-expected holiday traffic. A 
regional mall contact noted that recent and expected 
future leasing efforts were “quite strong.” But retail 
vacancy rates continued to inch higher in some markets, 
and another virus surge would dampen recent 
momentum. Office vacancy rates remained high, as the 
Omicron threat postponed return-to-office plans. Multi-
family vacancy rates remained low in many markets and 
recent investor sales suggested a strong market. Slower 
residential real estate sales persisted in most markets 
across the District, largely due to exceptionally low 
inventory of homes for sale.  

Manufacturing 
District manufacturing activity increased briskly. A 
manufacturing survey indicated growth in orders, 
production, and capital spending through 2021 
compared with the previous year for most firms. Profits 
and productivity were flat, and employment fell slightly, 
largely due to challenges in hiring. Firms’ expectations 
for 2022 pointed to similar growth, with a positive outlook 
for employment. A regional manufacturing index 
indicated increased activity in Minnesota, North Dakota, 
and South Dakota, relative to the previous month. A third 
of supply managers surveyed expected supply chain 
issues to get worse over the first six months of 2022.     

Agriculture, Energy, and Natural Resources 
District agricultural conditions were steady since the last 
report. Crop production in Ninth District states exceeded 
earlier, drought-related predictions; however, production 
of some commodities (dry beans, for example) was 
much lower than 2020 levels. Most contacts expected 
higher commodity prices to offset lower production and 
increased input costs, except in the hardest-hit areas. 
District oil and gas exploration activity increased 
modestly since the previous report. District iron ore 
mines were operating at capacity, with 2021 production 
expected to pass pre-pandemic levels.      

Minority- and Women-Owned Business Enterprises 
Reports from minority-and-women-owned business 
enterprises (MWBEs) in the District were generally 
optimistic, but concerns lingered regarding labor 
shortages, supply chain issues, and COVID. Almost 
three quarters of respondents in a recent survey said 
that they experienced price increases of more than 
3 percent for nonlabor inputs. Businesses in the 
hospitality and tourism industry reported improved 
business activity but faced challenges finding workers. 
Supply chain challenges were singled out by a 
restaurant owner as their greatest challenge, adding that 
food cost fluctuations were passed on to customers. The 
CEO of a collaborative working space said that many are 
entering entrepreneurship to diversify income streams 
after experiencing employment instability during the 
pandemic; she added that more women have chosen to 
leave their jobs to launch a business.  ■ 

For more information about District economic conditions visit: 
minneapolisfed.org/region‐and‐community 
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Summary of Economic Activity 
7KH�7HQWK�'LVWULFW�HFRQRP\�H[SDQGHG�DW�D�PRGHUDWH�SDFH�DV������FDPH�WR�D�FORVH��)RRG�PDQXIDFWXULQJ�DQG�RWKHU�QRQ-
GXUDEOH�JRRGV�SURGXFWLRQ�JUHZ�VROLGO\��DQG�PDQXIDFWXULQJ�EXVLQHVVHV�JHQHUDOO\�VXVWDLQHG�HOHYDWHG�OHYHOV�RI�DFWLYLW\��
$OWKRXJK�EXVLQHVV�FRQILGHQFH�DERXW�WKH�RXWORRN�UHPDLQHG�KLJK��SODQQHG�FDSLWDO�H[SHQGLWXUHV�RYHU�WKH�QH[W�VL[�PRQWKV�
GHFOLQHG�VOLJKWO\�RXWVLGH�RI�WKH�HQHUJ\�VHFWRU��'ULOOLQJ�DFWLYLW\�LQ�WKH�RLO�DQG�JDV�VHFWRU�UHPDLQHG�VXEGXHG��EXW�DFWLYLW\�
DPRQJ�VXSSRUW�VHUYLFH�EXVLQHVVHV�URVH�DW�D�PRGHUDWH�UDWH��,QYHVWPHQWV�LQ�UHQHZDEOH�HQHUJ\�FDSDFLW\�DUH�H[SHFWHG�WR�
ULVH�DW�D�UREXVW�UDWH�WKLV�\HDU��&RQVXPHU�VSHQGLQJ�H[SDQGHG�DW�D�PRGHUDWH�SDFH��SDUWLFXODUO\�LQ�OHLVXUH�DFWLYLWLHV�DQG�
WUDYHO��HYHQ�DV�2PLFURQ�FDVHV�EHJDQ�WR�ULVH��%XVLQHVVHV�FRQWLQXHG�WR�UHFUXLW�ZRUNHUV�XWLOL]LQJ�ERWK�ZDJH�LQFUHDVHV�DQG�
HQKDQFHG�QRQ-ZDJH�EHQHILWV�WR�RYHUFRPH�ODERU�VKRUWDJHV��DFWLRQV�WKDW�FRQWDFWV�H[SHFW�WR�FRQWLQXH�LQWR�WKH�FRPLQJ�\HDU��
/RRNLQJ�DKHDG��EXVLQHVVHV�FLWHG�VXSSO\�FKDLQ�GLVUXSWLRQV�DQG�ODERU�VKRUWDJHV�DV�WRS�ULVNV��&29,'�ZDV�FLWHG�DV�PDWHULDO�
EXW�OHVV�VLJQLILFDQW�ULVN��3ULFHV�LQFUHDVHG�EURDGO\�DV�EXVLQHVVHV�LQFXUUHG�DGGLWLRQDO�FRVWV�WR�RYHUFRPH�P\ULDG�VXSSO\�
FKDOOHQJHV��� 

 

Employment and Wages  
(PSOR\PHQW�OHYHOV�JUHZ�DW�D�PRGHVW�UDWH�LQ�WKH�7HQWK�
'LVWULFW�GXULQJ�1RYHPEHU�DQG�'HFHPEHU��+LULQJ�LQ�WKH�
VHUYLFHV�VHFWRU�VORZHG�FRPSDUHG�WR�SUHYLRXV�PRQWKV�EXW�
HPSOR\PHQW�DW�PDQXIDFWXULQJ�ILUPV�FRQWLQXHG�WR�ULVH�DW�D�
VWURQJ�SDFH��&RQWDFWV�UHSRUWHG�WKDW�ODERU�GHPDQG�UH�
PDLQV�KLJK��DQG�WKDW�ZRUNHU�VKRUWDJHV�KHOG�GRZQ�KLULQJ�
DFWLYLW\��,Q�SDUWLFXODU��GHPDQG�IRU�FKLOGFDUH��KHDOWKFDUH�
DQG�KRVSLWDOLW\�ZRUNHUV�UHPDLQHG�HOHYDWHG��EXW�EXVLQHVV�
HV�QRWHG�WKH�QXPEHU�RI�DSSOLFDQWV�ZDV�VXEGXHG� 

:DJH�JURZWK�FRQWLQXHG�WR�EH�UREXVW�DQG�EURDG-EDVHG�LQ�
UHFHQW�ZHHNV��/RRNLQJ�DKHDG��FRQWDFWV�UHSRUWHG�IXUWKHU�
H[SHFWDWLRQV�RI�UREXVW�ZDJH�JURZWK��3ODQQHG�ZDJH�
LQFUHDVHV�IRU�ZRUNHUV�LQ�VHUYLFH�DQG�WUDQVSRUWDWLRQ�VHF�
WRUV�ZHUH�SDUWLFXODUO\�HOHYDWHG��WKRXJK�JHQHUDOO\�DERYH�
KLVWRULFDO�DYHUDJHV�DFURVV�LQGXVWULHV��,Q�DGGLWLRQ��FRQ�
WDFWV�UHSRUWHG�RWKHU�QRQ-ZDJH�FRVWV�DUH�H[SHFWHG�WR�ULVH�
DW�D�VROLG�UDWH�LQ�������)RU�H[DPSOH��EXVLQHVVHV�DUH�
PDNLQJ�ODUJHU�FRQWULEXWLRQV�WR�KHDOWK�VDYLQJV�DFFRXQWV��
LQVXUDQFH�SUHPLXPV��UHWLUHPHQW�SODQV��DQG�DGGLQJ�YDFD�
WLRQ�WLPH��0XOWLSOH�FRQWDFWV�UHSRUWHG�QRYHO�DQFLOODU\�EHQH�
ILWV��VXFK�DV�³QR-PHHWLQJ�:HGQHVGD\V´�DQG�VXEVLGL]HG�
SHW�FDUH�VHUYLFHV��WR�DWWUDFW�ZRUNHUV� 

 

 

Prices  
0RVW�EXVLQHVVHV�UHSRUWHG�UDLVLQJ�SULFHV�WR�FXVWRPHUV�DW�
D�VROLG�SDFH��+RZHYHU��LQSXW�SULFH�JURZWK�JHQHUDOO\�
RXWSDFHG�SULFH�LQFUHDVHV�WR�FXVWRPHUV��ZLWK�PDQXIDFWXU�
HUV�UHSRUWLQJ�JUHDWHU�DELOLW\�WR�SDVV�WKURXJK�FRVWV�WKDQ�
VHUYLFHV�FRPSDQLHV��6RPH�FRQWDFWV�UHSRUWHG�UHVRUWLQJ�WR�
FUHDWLYH��EXW�FRVWO\��VRXUFLQJ�VWUDWHJLHV��VXFK�DV�EX\LQJ�
RSHUDWLRQDOO\�FULWLFDO�SDUWV�YLD�RQ-OLQH�DXFWLRQ�SODWIRUPV��
%XVLQHVV�FRQWDFWV�UHPDLQ�FRQFHUQHG�DERXW�FRQWLQXHG�
SULFH�SUHVVXUHV�LQ�FRPLQJ�PRQWKV��FLWLQJ�RQJRLQJ�VXSSO\�
FKDLQ�FKDOOHQJHV��ULVLQJ�ZDJHV��DQG�KHDOWKFDUH�FRVWV�� 
 

Consumer Spending 
6SHQGLQJ�LQ�WKH�7HQWK�'LVWULFW�JUHZ�DW�D�PRGHUDWH�SDFH��
/HLVXUH�WUDYHO�FRQWLQXHG�WR�JURZ�UREXVWO\��VXSSRUWLQJ�
UHVWDXUDQWV�DQG�KRWHOV�RXWVLGH�RI�FLW\�FHQWHUV��6SHQGLQJ�
DW�DXWR�GHDOHUVKLSV�DQG�HQWHUWDLQPHQW�YHQXHV�UHPDLQHG�
VWDEOH�DW�VXEGXHG�OHYHOV��5HVRUW�DUHDV�UHSRUWHG�UHFRUG�
ERRNLQJV�IRU�WKH�PRQWKV�DKHDG��DQG�FRQWDFWV�JHQHUDOO\�
H[SHFW�FRQVXPHU�VSHQGLQJ�WR�JURZ�RYHU�WKH�QH[W�VL[�
PRQWKV��6RPH�FRQWDFWV�QRWHG�D�ULVN�WKDW�DGYDQFHV�LQ�
FKLOG�WD[�FUHGLW�SD\PHQWV�PD\�UHVXOW�LQ�XQH[SHFWHGO\�
VPDOO�WD[�UHIXQGV��FDXVLQJ�D�PLQRU�KHDGZLQG�WR�VSHQGLQJ�
WKLV�VSULQJ��SDUWLFXODUO\�DPRQJ�ORZHU�LQFRPH�KRXVHKROGV� 
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Manufacturing and Other Business Activity 
0DQXIDFWXULQJ�DFWLYLW\�H[SDQGHG�DW�D�PRGHUDWH�SDFH��
GULYHQ�E\�RQJRLQJ�JURZWK�LQ�GXUDEOH�JRRGV�PDQXIDFWXU�
LQJ�DQG�D�SLFN�XS�LQ�WKH�SDFH�RI�JURZWK�DPRQJ�QRQ-
GXUDEOH�JRRGV�SURGXFHUV��1RWDEO\��IRRG�DQG�EHYHUDJH�
PDQXIDFWXULQJ�FRQWDFWV�H[SUHVVHG�VWURQJ�JURZWK�LQ�RUGHU�
YROXPHV�DQG�VKLSPHQWV�LQ�UHFHQW�ZHHNV��+RZHYHU��
H[SHFWDWLRQV�IRU�JURZWK�LQ�WKH�FRPLQJ�PRQWKV�ZDYHUHG�
VRPHZKDW��:KLOH�PRVW�FRQWDFWV�H[SHFW�DFWLYLW\�ZLOO�H[�
SDQG�RYHU�WKH�QH[W�VL[�PRQWKV��WKH\�H[SHFWHG�VORZHU�
JURZWK�WKDQ�QRWHG�SUHYLRXVO\��&RROLQJ�H[SHFWDWLRQV�ZHUH�
UHSRUWHG�EURDGO\�DFURVV�EXVLQHVVHV��ZLWK�PDQ\�QRWLQJ�D�
VORZHU�SDFH�RI�QHZ�RUGHUV��ZKLOH�RWKHUV�H[SUHVVHG�FRQ�
FHUQV�DERXW�FDSDFLW\�FRQVWUDLQWV�DV�D�FRQWULEXWLQJ�WR�
VORZHU�JURZWK�SURVSHFWV���� 

&RPPHQWLQJ�RQ�WRS�ULVNV�WR�WKH�RXWORRN�LQ�������EXVL�
QHVV�FRQWDFWV�KLJKOLJKWHG�RQJRLQJ�VXSSO\�FKDLQ�GLVUXS�
WLRQV��KLJKHU�ODERU�DQG�PDWHULDOV�FRVWV��DQG�ODERU�DYDLOD�
ELOLW\��7KHVH�FRQFHUQV�ZHUH�H[SUHVVHG�EURDGO\�DFURVV�
FRQWDFWV�DQG�VHJPHQWV�RI�WKH�PDQXIDFWXULQJ�VHFWRU��
$OWKRXJK�&29,'�UHPDLQV�D�SHUVLVWHQW�ULVN��LW�ZDV�QRW�D�
WRS�FRQFHUQ�IRU�PRVW�EXVLQHVVHV�DV�RI�PLG-'HFHPEHU��
6WLOO��PRVW�FRQWDFWV�VDLG�WKH\�ZRXOG�VHH�VRPH�GLVUXSWLRQ�
LQ�WKHLU�EXVLQHVV�RSHUDWLRQV�IURP�D�UHVXUJHQFH�LQ�WKH�
YLUXV�� 

&DSLWDO�H[SHQGLWXUHV�FRQWLQXHG�WR�ULVH�DW�D�UREXVW�UDWH�
DFURVV�EXVLQHVVHV��5HFHQW�JURZWK�LQ�FDSLWDO�H[SHQGLWXUH�
ZDV�GULYHQ�SULPDULO\�E\�LQYHVWPHQW�IURP�QRQ-GXUDEOH�
PDQXIDFWXUHUV��%XVLQHVV�FRQWDFWV�UHSRUW�FRQWLQXHG�
LQYHVWPHQWV�LQ�ODERU�VDYLQJ�WHFKQRORJ\�LQ�RUGHU�WR�WHP�
SHU�WKH�HIIHFWV�RI�ODERU�VKRUWDJHV��+RZHYHU��H[SHFWD�
WLRQV�IRU�FDSLWDO�H[SHQGLWXUHV�LQ�WKH�FRPLQJ�PRQWKV�DUH�
IRU�D�VORZHU�SDFH�RI�JURZWK�WKDQ�H[SUHVVHG�LQ�SUHYLRXV�
PRQWKV��3ODQQHG�FDSLWDO�LQYHVWPHQWV�VORZHG�SULPDULO\�
DPRQJ�GXUDEOHV�PDQXIDFWXUHUV��ZKLFK�FRQWLQXH�WR�VWUXJ�
JOH�ZLWK�VXSSO\�FKDLQ�LVVXHV�DQG�ODERU�VKRUWDJHV��� 

Real Estate and Construction 
5HVLGHQWLDO�FRQVWUXFWLRQ�DFWLYLW\�UHPDLQHG�VWHDG\�
WKURXJKRXW�WKH�'LVWULFW��ZLWK�ZHVWHUQ�VWDWHV�H[SHULHQFLQJ�
HOHYDWHG�OHYHOV�RI�QHZ�FRQVWUXFWLRQ�RQ�VLQJOH�IDPLO\�
KRXVLQJ��'HPDQG�IRU�QHZ�FRQVWUXFWLRQ�RI�PXOWLIDPLO\�
KRXVLQJ�UHPDLQHG�KLJK��6HYHUDO�FRQWDFWV�QRWHG�WKDW�
ODERU�FRQVWUDLQWV�DUH�OLNHO\�WR�PRGHUDWH�WKH�SDFH�RI�
JURZWK�LQ�UHVLGHQWLDO�FRQVWUXFWLRQ�RYHU�WKH�PHGLXP�WHUP��
$FFHVV�WR�ILQDQFLQJ�IRU�QHZ�FRQVWUXFWLRQ�GLG�QRW�PDWHUL�
DOO\�FKDQJH�LQ�UHFHQW�ZHHNV��+RZHYHU��EDQNLQJ�FRQWDFWV�
ZHUH�DWWHQWLYH�WR�YDOXDWLRQV�RI�KRPHV�DQG�SURMHFWHG�
YDOXHV�IRU�QHZ�SURMHFWV�DPLG�HOHYDWHG�PDWHULDOV�FRVWV�
DQG�WKH�SRWHQWLDO�WKDW�ILQDQFLDO�FRQGLWLRQV�PD\�EH�OHVV�
DFFRPPRGDWLYH�RYHU�WKH�PHGLXP�WHUP�� 

Banking 
/RDQ�GHPDQG�IURP�FRPPHUFLDO�UHDO�HVWDWH�ERUURZHUV�
VKRZHG�UREXVW�JURZWK�LQ�UHFHQW�ZHHNV��7KH�SULPDU\�
GULYHU�ZDV�D�SLFNXS�LQ�UHVLGHQWLDO�UHDO�HVWDWH�FRQVWUXFWLRQ�
DQG�OHQGLQJ�IRU�RWKHU�ODQG�GHYHORSPHQW�SURMHFWV��+RZHY�
HU��ORDQ�GHPDQG�LQ�DOO�RWKHU�FDWHJRULHV�ZDV�VWDEOH�DW�
UHODWLYHO\�ORZ�OHYHOV��6RPH�FRQWDFWV�QRWHG�WKDW��DPLG�
VXEGXHG�ORDQ�GHPDQG��OHQGHUV�DUH�DGMXVWLQJ�WHUPV�RQ�
ERUURZLQJ��LQ�SDUWLFXODU�H[WHQGLQJ�WKH�GXUDWLRQ�RQ�QHZ�
OLQHV�RI�FUHGLW��2YHUDOO�FUHGLW�TXDOLW\�UHPDLQHG�VWURQJ� 

Energy 
7HQWK�'LVWULFW�HQHUJ\�DFWLYLW\�JUHZ�PRGHVWO\�LQ�'HFHP�
EHU��7KH�QXPEHU�RI�DFWLYH�ULJV�UHPDLQHG�VWHDG\�DFURVV�
PRVW�'LVWULFW�VWDWHV�ZLWK�D�VPDOO�XSWLFN�LQ�RLO�ULJV�LQ�2NOD�
KRPD��:KLOH�GULOOLQJ�DFWLYLW\�UHPDLQHG�PRVWO\�VXEGXHG��
DFWLYLW\�DPRQJ�VXSSRUW�VHUYLFH�EXVLQHVVHV�URVH�DW�D�
PRGHUDWH�UDWH��&RPSDUHG�WR�WKH�SUHYLRXV�VXUYH\�SHULRG��
RLO�DQG�JDV�UHYHQXHV�DQG�SURILW�OHYHOV�FRQWLQXHG�WR�LQ�
FUHDVH��)LUPV�DOVR�UHSRUWHG�KLJKHU�ZDJHV�DQG�EHQHILWV��
&DSLWDO�VSHQGLQJ�KDV�LQFUHDVHG��DQG�PRVW�FRQWDFWV�
H[SHFWHG�KLJKHU�FDSLWDO�VSHQGLQJ�WKLV�\HDU�FRPSDUHG�WR�
������0RYLQJ�IRUZDUG��UHJLRQDO�ILUPV�H[SHFWHG�SULFHV�WR�
UHPDLQ�SURILWDEOH�RQ�DYHUDJH�IRU�RLO�DQG�QDWXUDO�JDV��
+RZHYHU��WKH�DYHUDJH�SULFH�ILUPV�UHSRUWHG�QHHGLQJ�WR�
VXEVWDQWLDOO\�LQFUHDVH�QDWXUDO�JDV�GULOOLQJ�UHPDLQV�DERYH�
SULFH�H[SHFWDWLRQV�IRU�WKH�QHDU-WHUP��FRQVWUDLQLQJ�H[SHF�
WDWLRQV�IRU�SURGXFWLRQ�JURZWK��5HQHZDEOH�HQHUJ\�SURGXF�
WLRQ�FRQWLQXHG�WR�LQFUHDVH�DW�D�UREXVW�SDFH�DFURVV�VHYHU�
DO�'LVWULFW�VWDWHV��/RRNLQJ�IRUZDUG��SODQQHG�DGGLWLRQV�WR�
ZLQG�HOHFWULFLW\�SURGXFWLRQ�FDSDFLW\�LQ�2NODKRPD�DQG�
:\RPLQJ�UHPDLQ�HOHYDWHG��VXSSRUWLQJ�WKH�RXWORRN�IRU�
UHQHZDEOH�HQHUJ\�LQYHVWPHQW�WKURXJKRXW������� 

Agriculture 
&RQGLWLRQV�LQ�WKH�7HQWK�'LVWULFW�DJULFXOWXUDO�HFRQRP\�
UHPDLQHG�VWDEOH�ZLWK�RQJRLQJ�VWUHQJWK�LQ�WKH�VHFWRU��
)DUP�UHYHQXHV�DW�\HDU�HQG�ZHUH�H[SHFWHG�WR�UHDFK�PXOWL
-\HDU�KLJKV�GXH�WR�HOHYDWHG�FRPPRGLW\�SULFHV��EXW�FRQ�
WDFWV�LQ�WKH�UHJLRQ�UHSRUWHG�IXUWKHU�FRQFHUQV�DERXW�SURILW�
RSSRUWXQLWLHV�PRYLQJ�IRUZDUG��6XEVWDQWLDOO\�KLJKHU�LQSXW�
FRVWV�UHPDLQHG�D�SULPDU\�FRQFHUQ��,Q�DGGLWLRQ��ZKLOH�
GHPDQG�IRU�PRVW�PDMRU�FRPPRGLWLHV�LQ�WKH�UHJLRQ�UH�
PDLQHG�VWURQJ�DQG�FRQWLQXHG�WR�VXSSRUW�SULFHV��H[SRUW�
DFWLYLW\�ZDV�ORZHU�WKDQ�D�\HDU�DJR�IRU�VRPH�SURGXFWV�DV�
FKDOOHQJHV�DVVRFLDWHG�ZLWK�VXSSO\�FKDLQV�DQG�SRUW�RSHU�
DWLRQV�SHUVLVWHG��&RQWDFWV�LQ�WKH�PHDW�SDFNLQJ�LQGXVWU\�
UHSRUWHG�WKDW�WLJKW�ODERU�PDUNHWV�FRQWLQXHG�WR�OLPLW�SUR�
GXFWLRQ�FDSDFLW\��SDUWLFXODUO\�IRU�EHHI�DQG�KRJ�SURFHVVLQJ�
IDFLOLWLHV�WKDW�DUH�ORFDWHG�LQ�OHVV�SRSXODWHG�DUHDV�ZKHUH�
ODERU�FKDOOHQJHV�KDYH�EHHQ�PRUH�DFXWH��Ŷ

	������������������������������������������������������������ǣ�
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Federal Reserve Bank of Dallas 

Summary of Economic Activity 

Robust expansion continued in the Eleventh District economy, with gains broad based across sectors. Growth in the 

manufacturing, nonfinancial services, and retail sectors stayed strong, and growth in financial services picked up. Home 

sales remained elevated, though construction capacity continued to be highly constrained. Solid apartment leasing 

continued. The energy sector saw further expansion, while drought dampened agricultural conditions. Employment rose 

robustly, and wage growth remained highly elevated due to widespread labor shortages. Supply-chain bottlenecks 

continued to drive up costs, and prices rose at a rapid clip. Outlooks improved overall, though uncertainty increased 

amid a new surge in COVID-19 cases and concern that labor market tightness and supply-chain disruptions will persist 

well into 2022. 

Employment and Wages 
Employment continued to expand robustly. Job gains 

were widespread across services, manufacturing, energy 

and construction, even amid reports of a dearth of appli-

cants and acute hiring difficulty. A manufacturer noted 

extreme new-worker turnover, saying three to five hires 

were needed for even one to stay on. Labor shortages 

were the top challenge in the healthcare industry, ac-

cording to contacts. However, a large transportation 

services firm said they recently received a surge of 

applicants and were able to reach appropriate staffing 

levels. There were a few mentions of concern that vac-

cine mandates would further exacerbate labor issues, 

largely among oilfield contacts. 

Wage growth remained at or near record highs. While 

some contacts noted wage increases were concentrated 

more among low-skill workers, others said they were 

more evenly distributed across skill levels. Also, some 

contacts reported that raising starting wages successful-

ly attracted workers, while others noted that their in-

creased wages were still being met with demands for 

even higher pay. A large transportation services compa-

ny said they increased wages for package handlers to 

$20 an hour earlier in the year and recently offered 

referral bonuses to employees, more paid time off, and 

tuition reimbursement. According to a December Dallas 

Fed survey of more than 300 Texas business execu-

tives, wages rose 7 percent in 2021, on average, up from 

a reported 2 percent in 2020 and 4 percent in 2019.  

Prices 
Input and selling price increases remained the highest in 

recent history. In the energy sector, cost pressures ac-

celerated to new heights. Construction contacts reported 

that the cost of materials remained steady but elevated, 

except for lumber prices which climbed over the past six 

weeks. Many manufacturers noted acute price pressures 

due to ongoing supply chain shortages, particularly 

metals and food inputs. Auto dealers reported persistent-

ly high prices on used cars due to a lack of inventory. 

Very strong annual price growth was seen among Texas 

businesses in 2021, according to a year-end survey 

conducted by the Dallas Fed. Respondents said input 

prices rose about 10 percent, on average, and selling 

prices rose 7 percent. These figures are markedly higher 

than what was reported in recent years, and businesses 

expect elevated price pressures in 2022 as well. 

Manufacturing 
Expansion in the Texas manufacturing sector continued 

at an impressive clip in December, despite continued 

supply-chain and labor challenges. Growth was led by 

nondurables, particularly food and chemical manufactur-
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ing. Sharply rising input costs have led to decreased 

operating margins among many manufacturers, though 

some have been able to pass on the higher costs to 

customers. Outlooks improved over the reporting period, 

though uncertainty continued to rise due to materials 

delays and/or shortages, inflationary pressures, and the 

Omicron variant of COVID-19.    

Retail Sales 
Retail sales continued to rise at an above-average pace 

in December. Auto dealers reported an increase in sales 

after several months of weakness, though they noted 

that demand continued to exceed supply in both new 

and used vehicles. A majority of retailers said supply-

chain disruptions were restraining sales. Outlooks im-

proved, though some contacts expressed concern over 

an expected persistence in supply-chain issues. An 

equipment wholesaler said they project supply issues 

through fourth quarter 2022. 

Nonfinancial Services 
Texas service sector activity continued to expand at a 

robust pace overall. Revenue growth was broad based, 

with particular strength seen in health care. Growth 

slowed in transportation services and leisure and hospi-

tality in December after surging in November, but it 

remained strong. A major airline said they were just 

beginning a solid recovery from the slowdown caused by 

the Delta variant but now they are again seeing a pull-

back in demand from the Omicron variant. A hospitality 

contact reported order cancellations for larger events 

and private functions due to the resurgence of COVID. 

Staffing services firms reported strong demand over the 

past six weeks, particularly from the healthcare, manu-

facturing and construction sectors. Overall, services 

firms said their biggest revenue restraint is limited oper-

ating capacity due to staffing shortages, particularly 

absenteeism and difficulty hiring. 

Outlooks remained optimistic, and expectations are for 

increased activity going into 2022. Risks include the path 

of the pandemic, supply-chain stresses, and inflation. 

Construction and Real Estate 
Home sales remained strong and in line with expecta-

tions. While sales rose, construction capacity continued 

to be highly constrained, delaying home closings. Prices 

crept higher and discounting was limited, though a few 

builders noted offering incentives in select communities. 

Inventories remained constrained and lot supply tight. 

Builders' margins were solid, and outlooks were general-

ly optimistic, though contacts voiced concern about 

production challenges, lot pricing, and a potential in-

crease in mortgage rates. 

Apartment leasing continued to be robust. Occupancy 

was at or above the full mark cutoff in most markets, and 

rents advanced further. Investor interest was highly 

elevated, boosting sales activity and new development. 

Demand for industrial space stayed exceptionally strong, 

while office leasing was still sluggish, though activity has 

ticked up. 

Financial Services 
Loan demand picked up pace over the past six weeks, 

driving up overall loan-volume growth. Loan volumes 

increased across lending types, led by commercial real 

estate. Volume growth accelerated for commercial and 

industrial loans, and consumer loans increased after 

weakening slightly last period. Nonperforming loans 

continued to decrease, and credit standards and terms 

remained largely unchanged. General business activity 

improved further, though contacts expressed concern 

over inflation, supply-chain disruptions and labor short-

ages. Outlooks for loan demand and general business 

activity six months from now remained optimistic. 

Energy 
Oilfield activity rose over the past six weeks, with a nota-

ble increase in the Eleventh District rig count. Oil prices 

moved down but were in line with 2022 expectations of 

about $70 per barrel, a profitable level for most produc-

ers. Lead times for equipment in oilfield supply chains 

were stabilizing at high levels. Delays are not expected 

to worsen much more but are not expected to return to 

normal before 2023. Industry sentiment was dented by 

the Omicron variant and steady global production in-

creases, though outlooks remained positive. Contacts 

expect rigs to rise steadily through the end of 2022, 

perhaps leading to an increase in drilling of about 25 to 

35 percent next year. 

Agriculture 
Drought conditions worsened, with severe drought ex-

panding in the northwest part of the District. Still, 2021 

crop production was strong, particularly for cotton, out-

stripping last year’s output thanks to more harvested 

acres and higher yields. Crop prices pushed higher 

during the reporting period, boosting sentiment among 

producers. However, contacts noted concerns over 

surging input costs and limited availability of herbicides 

and other items. On the livestock side, cattle prices 

pushed higher and demand for all meats remained 

strong. Outlooks are a bit uncertain, as dry conditions 

could restrain production prospects for next year. ■  

For more information about District economic conditions visit: 
www.dallasfed.org/research/texas 
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Summary of Economic Activity 

Economic activity in the Twelfth District strengthened modestly during the reporting period of mid-November through 

December. Employment grew at a moderate pace, while overall labor market conditions remained tight. Price levels 

continued to climb significantly, driven by increases in shipping and labor costs. Sales of retail goods increased notably, 

while conditions in consumer services deteriorated somewhat due to the latest wave of COVID-19 infections being 

driven by the Omicron variant. Conditions in the agriculture and resource sectors remained mostly unchanged, whereas 

the manufacturing sector strengthened slightly. Activity in the residential real estate market continued to increase albeit 

at a slightly slower pace, while commercial real estate activity was little changed. Lending activity remained steady over 

the reporting period. 

Employment and Wages 
Employment grew moderately, with contacts reporting no 

signs of easing in the tight labor market. Firms across 

the District continued to cite difficulties attracting quali-

fied candidates for both skilled and unskilled positions. 

Contacts in agriculture, retail, and food services reported 

being unable to fill open positions despite repeated wage 

increases over the past year, leading them to reduce 

their hours and capacities. A few contacts observed 

higher turnover rates have started to extend to manage-

ment levels as well. Several contacts expressed concern 

over what they perceive as a longer-term mismatch 

between the skills needed and the availability of labor, 

which could be further exacerbated by the aging popula-

tion and the increasing numbers of people retiring during 

the pandemic. A contact in the Pacific Northwest men-

tioned addressing the region’s persistent shortage of 

health-care employees by plans to bring in foreign medi-

cal workers in the medium term. One employer in the 

technology sector noted increased competition from 

companies in other geographies that offer fully remote 

positions. 

Wage pressures increased further over the reporting 

period due to the continued competition for talent. Many 

employers mentioned giving year-end bonuses to top 

performers and boosting base salaries by 3 to 10 per-

cent. Several contacts also mentioned significantly ex-

panding equity compensation at the executive level in 

order to retain talent. Two contacts noted that to help 

employees with the unexpectedly higher cost of health 

insurance renewals, one of them raised wages more 

than initially planned while the other absorbed the higher 

costs. 

Prices 
Prices continued to climb at a brisk pace across the 

District. Notable price hikes occurred for energy, agricul-

tural products, construction materials, and menu items at 

restaurants. Additional shipping and labor costs contrib-

uted to further price increases that many companies 

reported passing on to consumers. Most contacts ex-

pected these pricing pressures to ease in 2022 as supply 

chain issues are resolved, although a few raised con-

cerns that price increases arising from wage pressures 

might be longer lasting. 

Retail Trade and Services 
Sales of retail goods continued to increase notably. E-

commerce sales remained robust, while sales at brick-

and-mortar stores were up compared to last year’s holi-

day season, although not as high as holiday sales in 

2019. Furthermore, several contacts noted that retail 

store staff shortages resulted in reduced hours, which 

further constrained sale volumes. Although a few con-

tacts mentioned supply chain issues and inventory short-

ages for vehicles and some food products, most other 

retailers, especially clothing and electronics, reported 

having ample inventory levels. A few contacts observed 

that higher prices moderated holiday sales somewhat. A 

contact in the Pacific Northwest noted that many retailers 

are looking into acquiring their own warehouses and 
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manufacturing facilities to mitigate supply chain issues in 

the future.  

Conditions in the consumer and business services sec-

tors deteriorated in recent weeks. The latest wave of 

infections driven by the Omicron variant has negatively 

impacted the travel and hospitality industry, with hotel 

bookings being cancelled and staff shortages at airlines. 

Demand for food services decreased somewhat, and 

many entertainment shows and events have been either 

cancelled or postponed. By contrast, demand for labora-

tory testing and medical services remained high, but 

supply was constrained by low inventories and medical 

worker shortages. A contact in management consulting 

noted that with many businesses navigating uncertain-

ties and hybrid work stances, demand for consulting 

services has surged and some strategic services are 

sold out for most of 2022.  

Manufacturing 
Activity levels in the manufacturing sector rose slightly. 

New orders were either steady or rising for fabricated 

metals, steel, and renewable energy equipment. Howev-

er, continued supply chain disruptions and labor shortag-

es continued to hold back production. As a result, one 

contact in the Pacific Northwest noted that lead times for 

some machinery equipment have increased to up to two 

years. Although manufacturers’ capacity utilization rates 

were up and most were able to access raw materials, 

input costs have continued to increase and remained 

volatile.  

Agriculture and Resource-Related Industries 
Conditions in the agriculture and resource-related sec-

tors remained mostly unchanged. Exporters of agricultur-

al products continued to be challenged by shipping bot-

tlenecks and port delays, with no signs of easing. As a 

result, one exporter reported selling more agricultural 

products domestically instead. Demand from food ser-

vices was noted to have softened in recent weeks due to 

concerns related to the Delta and Omicron variants, 

while retail demand for agricultural products remained 

steady. Crop yields for tree fruit, nuts, and raisins were 

lower than anticipated due to weather effects and car-

ryforward of low inventories in 2020. A grower in the 

Pacific Northwest noted that due to a lack of available 

domestic labor, many companies in the area have hired 

a higher proportion of foreign seasonal agricultural work-

ers for this year’s harvest. 

Real Estate and Construction 
Activity in the residential real estate market continued to 

increase, although at a slightly slower pace compared to 

the previous reporting period. Residential construction 

and sales remained strong in both single-family and 

multifamily housing sectors. However, the pace of home 

price increases has slightly decelerated, and brokers in 

California mentioned that homes were taking a bit longer 

to sell. In addition, supply chain challenges and labor 

shortages continued to hamper new construction, with 

one contact in the Mountain West noting delays of more 

than six months in getting various appliances and build-

ing materials. A few contacts also mentioned higher 

rents partially due to continued migration into the Pacific 

Northwest. A contact in Alaska noted that applications 

for affordable housing have increased threefold relative 

to the pre-pandemic period.  

Commercial real estate activity was unchanged on bal-

ance. On one hand, demand for new office and retail 

space was noted to have decreased somewhat, with 

lease rates falling due to increased uncertainty stemming 

from the emergence of the Omicron variant. On the other 

hand, demand for industrial and manufacturing spaces 

increased further, with related lease rates increasing as 

well. A contact in Southern California noted that the 

decision by many companies to reduce their office space 

has pushed commercial real estate investors to look 

elsewhere for long-term investment. 

Financial Institutions 
Lending activity remained steady over the reporting 

period. Consumer loan demand continued to be strong 

especially for refinancing, while demand for commercial 

loans remained slow due to businesses holding excess 

cash. Liquidity remained high, as did the asset quality of 

loan and investment portfolios. Although interest margins 

continued to be squeezed, several banks mentioned that 

loan fees from processing PPP loans have helped boost 

margins this year. One contact in Southern California 

mentioned that competition for loans accelerated further, 

including that from fintech companies. Another contact in 

the clean energy investment space observed that green 

bond issuances and climate-focused SPAC (special 

purpose acquisition companies) activity have picked up 

in recent weeks. ■ 
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