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 The most recent Beige Book, for the period between mid-May through July 1st, indicated that economic 
activity increased at a modest pace across most Federal Reserve Districts.  The Minneapolis Fed District 
was the exception with activity reportedly increased at a more moderate pace. 

 The recent Brexit vote, which took place as the survey was underway, was seen as having raised 
uncertainty for some firms in the Dallas District, heightened financial volatility for those in the Chicago 
District, and was seen as potentially destabilizing by a couple of firms in the Boston District.  

 Labor markets continued to improve in most Districts. Employment continued to grow modestly since the 
previous report, while wage pressures remained modest to moderate in most Districts. Skilled workers 
and difficult-to-fill positions, particularly in the IT, biotechnology, and healthcare services sectors exhibited 
the greatest wage pressures.  

 On the other hand, price pressures remained slight with contacts reporting little movement in selling 
prices. In light of reports of increasing input prices, this suggests that firms are hesitant or are yet to pass 
through higher costs to the consumer. 

 Consumer spending was up in most Districts, but retail sales activity was generally mixed with much likely 
partly attributed to last month's disappointing automotive sales. Nonetheless, the outlook for the months 
ahead was predominantly positive. 

 Travel and tourism exhibited modest to moderate growth across most Districts, with domestically oriented 
destinations reporting particular strength. However, Districts that see a greater number of international 
arrivals, such as New York and San Francisco reported generally sluggish activity and lower occupancy 
rates – both likely a result of lukewarm global growth and a stronger U.S. dollar. 

 Manufacturing activity has been mixed since the previous report. Several Districts reported strength in 
aircraft and automobile manufacturing, while manufacturers with ties to the energy sector continued to 
report weakness.  

 Housing markets continued to improve in most districts with single family home sales increasing at a 
moderate pace overall, while Boston, Cleveland, and St. Louis reported strong growth. Many Districts 
continued to report low inventory issues, with certain Districts, including San Francisco likely to see no 
reprieve in the near-term, citing a lack of available lots to build on. 

 Credit conditions improved on net with most Districts reporting an increase in loan demand. However, 
contacts in the Dallas District continued to report challenging conditions with overall loan growth softening, 
commercial and industrial loans declining, and commercial real estate loans plateauing. 

Key Implications 

 The most recent Beige Book affirms our view that the U.S. economy will continue to truck along despite a 
weaker and more uncertain global economic environment. The report paints a relatively bright outlook for 
the domestic economy and confirms that the American labor market will continue to improve despite the 
volatile employment data in recent months. This is gradually manifesting in building wage pressures and 



higher input costs, both of which will likely feed through to higher prices of final goods and push inflation 
toward the Federal Reserve's medium-term target. 

 While Brexit was only mentioned sporadically in the report, the drag from the strong U.S. dollar and 
potentially heightened uncertainty will likely continue to be felt by externally-exposed manufacturers as 
well as the tourism industry nationally. 

 Nonetheless, we don't expect these factors to derail the U.S. recovery, with solid domestic consumer 
spending and a continuing housing recovery helping mitigate the external headwinds. While a scenario 
whereby global markets remain calm and future U.S. domestic data comes in robust would potentially 
nudge the Fed to continue its gradual tightening cycle, our base case is currently for the Fed to remain on 

hold until mid-2017 in light of the uncertain global economic environment.   
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