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Fresno State’s Craig School of Business San Joaquin Valley Business Conditions Index advanced for a

second month, expanding to 54 from 52.6 in December. An index of greater than 50 indicates an

expansionary economy over the course of the next three to six months.
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“Improvements in the region’s housing sector along with manufacturing growth pushed the overall

index higher for the month. The January reading was slightly higher than the national ISM reading of

53.1. Both readings point to a slowly expanding economy,” said Dr. Ernie Goss, a research associate

from the Craig School who produces the index.

The index is a leading economic indicator from a survey of individuals making company purchasing

decisions in firms in the counties of Fresno, Madera, Kings and Tulare. The index uses the same

methodology as that of the national Institute for Supply Management.

While the index found indicators of positive economic growth, the survey participants remained

pessimistic about the future. Looking ahead six months, economic optimism, captured by the

business confidence index, declined to 41.2 from 37.0 in December. “Uncertainty surrounding

potential sequestration and healthcare reform continue to lower business confidence,” said Goss.

Other survey findings:

Employment moved above the growth neutral threshold for a third straight month. The job

index expanded slightly to 56.3 from December’s 53.7. Firms in the survey expect wages to

grow by a tepid 1.1 percent for 2013, or well below the rate of inflation, Goss said.

Wholesale prices expanded to 63.9 from 59.1 in December according to the prices-paid index,

which tracks the cost of raw materials and supplies. Goss said there is a danger that the

Federal Reserve’s ultra-aggressive interest rate policies will produce inflationary pressures well

above the Fed’s target as early as late 2013 and early 2014.

This month survey participants were asked how much they expected prices for inputs they purchase

to increase in the next six months. On average, an annualized 7.2 percent growth in wholesale prices

is expected. The increase is well above the reading in July of 2012 when the same question was

asked.

Inventories declined as businesses contracted inventories for the month. The January

inventory index slipped to 42.6 from 46.1 in December.

Trade remained very weak for January, with an index of 46.1, unchanged from December’s

reading. At the same time, January imports showed an index of 42.3, up slightly from 41.9 in

December. Other components of the January Business Conditions Index were new orders at
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55.4 up from December’s 51.0; production or sales at 57.2 down from 58.4; and delivery lead

time at 58.7 up from December’s 53.8.

For more information, contact Goss at 559.278.2352.

Related links:

Craig School of Business

Follow Goss: Twitter.com/erniegoss or Ernestgoss.com
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