

Beige Book, NABE, AIA report ‘sluggishness,’ high costs, mixed construction outlook 

Nine of the 12 Federal Reserve districts (denoted by their headquarters cities) reported the economy either slowed in June and early July or remain unchanged, while only one district (Dallas) reported significant growth, according to the latest “Beige Book” summary of informal soundings by Fed economists, released on Wednesday. “Districts reporting on nonresidential construction generally noted sluggishness, which contacts in the Chicago and Kansas City Districts attributed in part to prohibitively high construction costs. Contractors in the Cleveland District were also worried about cuts but reported strong backlogs and a steady flow of inquiries. Contacts in many Districts also cited tightened financing as a constraint. San Francisco noted particularly steep drops in commercial construction in the San Diego area.” As for materials costs, the report found, “All reporting Districts characterized overall price pressures as elevated or increasing. Input prices continued to rise, particularly for fuel, other petroleum-based materials, metals, food, and chemicals. Chicago said the rate of growth in steel prices had flattened, but overall levels remained high. Construction industry contacts in the Cleveland District noted rising prices for all types of products, including concrete, shingles, and steel….San Francisco noted some downward movement in wages for construction, finance, real estate, and retail jobs.”
The National Association for Business Economics (NABE) reported on Monday that a record 75% of respondents to its July survey of corporate economists said their companies had paid more for materials in the latest quarter (www.nabe.com). More firms reported falling than rising profits. Of the 67 who reported on their firms’ plans for spending on structures, 25% said they expect an increase and 10% a decrease, slightly more positive on net than responses in April..
Architects continue to report mixed results regarding monthly billings, the American Institute of Architects (AIA) reported on Wednesday (www.aia.org). For the fifth straight month, more respondents in June said billings had fallen than risen from the prior month. But “firms with an institutional specialization continue to report billings growth; in fact, the score for this sector has never fallen below [breakeven] during the current downturn. However, weakness persists in the residential and commercial/industrial sectors and does not show any indication of improvement in the immediate future.” Moreover, “firms with institutional specialization predict a brighter near-term outlook than other firms: Nearly two-thirds of firms with projects in the institutional sector anticipate that activity in that sector will either improve or remain the same through the end of 2008, while nearly half of all panelists expect business conditions to decline in the second half of the year, as compared to the second half of 2007.”
The Bureau of Labor Statistics (BLS) on July 18 reported on seasonally adjusted employment by state in June (www.bls.gov/sae). Rhode Island registered the largest jobless rate increase from June 2007 (+2.5 percentage points). Another 19 states reported rate increases of 1.0 percentage point or more, while 17 additional states and the District of Columbia had smaller, but also statistically significant, rate increases. Oklahoma again recorded the largest over-the-year unemployment rate decrease (-0.5 point). The only other state to post a significant rate decrease was Arkansas (-0.4 point). The remaining 11 states recorded June 2008 jobless rates that were not appreciably different from those of a year earlier. During that span, construction employment fell in 34 states, rose in 13 and was unchanged (or within 100 of prior levels) in D.C., Hawaii, New Mexico and North Dakota. The largest percentage gains over 12 months were in Wyoming, 10%; Louisiana and Oklahoma, 4% each; Texas and New Hampshire, 3% each. The largest percentage decreases were in Arizona and Florida, -14% each; South Carolina, -11%; California, -10%; and Michigan, -9%. Previously, BLS had reported that construction employment fell 5.9% nationally from June 2007 to June 2008.
BLS reported “pay relatives” today—comparisons of wages, salaries, commissions and production bonuses relative to national averages—for nine occupational groups in 77 metro areas included in the National Compensation Survey (www.bls.gov/ncs). “The calculation controls for differences among areas in occupational composition, establishment and occupational characteristics, and the fact that data are collected for areas at different times during the year,” BLS explained. “The pay relative for construction and extraction occupations in the New York-Newark-Bridgeport area was 133, meaning the pay in the New York metropolitan area for that occupational group averaged 33% more than the national average pay for that occupational group. By contrast, the pay relative for workers in construction and extraction in the Brownsville-Harlingen, Texas area was 66, meaning pay for workers in those occupations averaged 34% less than the national average.” Pay relatives can also be used to calculate how well construction and extraction workers are paid relative to all occupations in a given area. In Great Falls, Montana, perhaps because of many high-paid mine workers, construction and extraction workers earned 125% of the area average. Construction and extraction workers earned 84% of the average for all occupations in Phoenix-Mesa-Scottsdale and Bloomington, Indiana.
On Thursday, BLS reported on employment and wage growth from the fourth quarter of 2007 to the fourth quarter of 2008 in the 328 largest counties and for 10 sectors, including construction, in the 10 largest counties (www.bls.gov/cew). Nationally, employment rose 0.8% and weekly wages, 4.2%; construction employment fell 2.1% but wages rose 5.5%.
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