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SURVEY RESULTS AT A GLANCE

*  Business Conditions Index advances, pointing to brisk
growth in the months ahead

+ Inflation gauge drops to its lowest level since November
2003

*  Firms report robust hiring for the month

*  Cooling inflation and stable interest rates propel
confidence higher

Economic Indicator for Mountain States Soars for January;
Inflationary Pressures on the Decline. Inflationary pressures
cooled and economic growth soared in the Mountain States region,
according to the January Business Conditions Survey of supply
managers and business leaders in the three-state region. The
overall Business Conditions Index, a leading economic indicator,
rose to a level pointing to robust growth in the months ahead. The
January index soared to 73.8 from December’s 72.8. The regional
prices-paid index declined to 62.3 from 64.6 in December. The
prices-paid index, which measures inflation at the wholesale level,
moved lower as a result of declining oil prices. January survey
results were very good for the three-state region with economic
activity and optimism related to energy production accounting
for a significant portion of the January expansion. Given our
numbers and the latest government data, | expect the Federal
Reserve to make no interest rate changes in the near future as
the downturn in housing and oil prices below $60 per barrel
restrain inflationary pressures. However, a large rebound in oil
prices would likely push the Fed to raise rates. Survey participants
also reported healthy new hiring for the month. The January
employment index expanded to a very healthy 73.5. | expect hiring
for the near term to continue to grow and build on the very strong
job growth in the fourth quarter of 2006. However, growth will
be especially strong for the nonurban areas with ties to renewable
energy production. The increase in job growth from December
to January was much stronger for the heavy manufacturing
sector. However, nondurable-goods manufacturing and value-
added service also recorded healthy business activity for January.

The Business Conditions Index for Colorado, a
leading economic indicator from a survey of supply managers
and business leaders, climbed to 69.8 from December’s 50.4.
Components of the overall index were new orders at 70.0,
production at 69.9, delivery lead time at 69.1, inventories
at 68.9 and employment at 70.2. January was a very good
month for the Colorado economy. Robust growth is producing
labor shortages. Jeff Schmieder, a Colorado supply manager,
reported that electronic component manufacturing firms were
having a difficult time finding qualified employees. However,
the strongest advances were recorded for trucking firms and
nondurable goods manufacturers, except for food processors.
Telecommunication firms in the state continue to struggle.

+ Mortgage giant Freddie Mac reported Thursday that 30-
year, fixed-rate mortgages averaged 6.28% this week,
down from 6.34%t last week. Last week’s level had been
the highest for mortgages since October.

+ Fifty-one percent of U.S. farms have Internet access,
according to a July 2005 report by the U.S. Department
of Agriculture, up from 48% in 2003. More than two-thirds
of them, however, still use dial-up modems to connect.

+ Consumer confidence climbed to a 2 % -year high with
people feeling even better about job prospects, the current
economic climate and investment opportunities.

* The number of Americans filing first-time claims for state
unemployment benefits stayed close to the average for the
last year, reflecting a healthy labor market.

* The ISM non-manufacturing index surprisingly rose
in January to 59.0 from a downwardly revised 56.7 in
December, a nine month high.

¢ The Consumer Price Index increased 0.1% in December.
The December CPI was 2.5% higher than in December
2005.

+ The nation’s unemployment rate edged up to 4.6% in
January and a fewer-than-expected 111,000 jobs were
created.

+ New York crude oil prices slid Friday after breaching $60
for the first time in five weeks.

* The recent sharp drop in home prices has reduced the
volume of mortgage equity withdrawals to an annual rate
of $215 billion in the third quarter of 2006 from a peak
rate of $730 billion in the third quarter of 2005.

+ Countrywide said foreclosures hit their highest since at
least 2002, while delinquencies hovered a five-year high,
fanning concern over the erosion of the US housing market
after two of the top three US sub-prime mortgage lenders
warned on Thursday about the impact of bad loans on
their bottom line.

« U.S. manufacturing activity stumbled in January, as
price pressure ticked up and factory operators liquidated
inventories.

+ Concern in Washington about China has been growing
for some time, reflecting the unprecedented $214 billion
US trade imbalance with China (through November
2006), a 16% increase over the first 11 months of 2005.
By comparison, in 1987 at the height of US-Japanese
trade tensions, the total US deficit with Japan was only
$56 billion.

* The Producer Price Index increased 0.9% in December.
This rise followed a 2.0% advance in November and a 1.6%
decline in October.
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« January CPI (Feb. 21 www.bls.gov). An increase of more
than 0.2% in the core will be bad for markets.

« Employment situation for February (March 9®
www.bls.gov). A number more than 175,000 and a
significant revision to the January number will be viewed
negatively by the investment community.

+ Regionaland national ISM reports (March 1%t www.outlook-
economic.com and www.ism.ws ). Keep an eye on the
overall index. Another significant decline in the national
index will be a very bearish economic indicator.

+ Watch current Congressional trade talks regarding S. Korea.
Opening of the S. Korean market to U.S. beef would be a
very significant and positive outcome.

+ Monthly housing reports will be closely watched for clues to
when the market has turned around (www.census.gov).

+ Comments last week from Poole and Fed regional bank
presidents Sandra Pianalto and Richard Fisher stated that
inflation remains a concern.

+ Panelists surveyed in the Blue Chip Economic Indicators
newsletter said real gross domestic product, the
government’s broadest measure of economic output,
would likely increase by 2.7% this year from last year and
inflation, as measured by the government’s Consumer
Price Index excluding food and energy prices, is expected
to remain around the Fed’s perceived comfort range of 1
to 2 percent for all of this year.

+ Core CPI is expected to advance by 2.3% in 2007 and by
2.2% in 2008.

+ Inflation, as measured by the government’s Consumer
Price Index excluding food and energy prices, is expected
to remain around the Fed’s perceived comfort range of 1
to 2 percent for all of this year and next according to the
Blue Chip survey.

* Real investment in business equipment and software
would likely rise by 4.8% this year and by 5.7% in 2008.
That compared to average increased of 7.6% over the past
three years.

Negotiation, email, and Internet reverse auctions: How
sourcing mechanisms deployed by buyers affect suppliers’ trust.
Journal of Operations Management 25, no. 1 (Jan 2007). The
Internet has made a wealth of new tools available to the industrial
buyer. However, researchers have suggested that computer-
mediated interaction with suppliers may not be conducive to
strong supplier relationships in general and to trust in particular.
This paper compares two computer-mediated sourcing tools
(email negotiation and Internet reverse auctions) with face-to-
face negotiation. Information richness theory suggests that the

different media will produce different impacts relating to sellers’
trust in buyers. Data are generated with a simulation experiment
using 117 subjects. We found that information richness affects
seller-buyer trust: Sellers who used face-to-face negotiation, the
richest medium in the study, always reported higher trust in their
buyer counterparts than did sellers using Internet reverse auctions.
There were also some trust advantages of face-to-face negotiation
over email and limited advantages of email over reverse auctions.

Atlas Material Testing Technology, Chicago, a world
leader in its market for laboratory instruments, is in search of a
Buyer/Planner who has previous work experience within work
environments with high volume of varied activity and detail,
requiring work to be completed quickly and correctly. * Interviews
vendors and evaluates their products and capabilities as a supplier.
* Develops and investigates supply sources and issues requests
for quotes and proposals.* Handles bids for items that are not
identified within existing purchasing agreements or arrangements.
* Accountable for controlling inventory levels; monitoring and
reporting on inventory. * Responsible for reviewing and analyzing
purchase requests and material requirement plans (MRPI1); talking
to vendors, examining price, suitability, and availability of items
or services, comparing specifications, and reviewing alternatives to
requests. Qualifications: * Bachelor’s degree or equivalent of three
or more years of related experience and/or training; or equivalent
combination of education and experience. * Prior experience
writing routine reports and correspondence. * Knowledge of MFG/
Pro Manufacturing software and Microsoft Office. * APICS CPIM
or ISM CPM certification required. Please forward your resume
by e-mail or fax. NO PHONE CALLS WILL BE ACCEPTED! Fax:
(773)472-2197 e-mail: HR@atlas-mts.com.

Send your job listings to ernieg@creighton.edu.

If you have any questions about the survey or have any specific
questions about the recent economic conditions, please write to
Ernie at ernieg@creighton.ed
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Annualized Price Growth, 2005-2006

(3 month moving average) “Production was down a bit in January for

inventory adjustment to the finished goods

inventory. Historically slow steel sales in

December was the norm again this year.

Steel production and sales are picking up in
January.”

13.0% T

8.0% -Wayne Hartwig, IA

“With retails down, margins down, and
most fixed costs up; the only direction for
inventories will be down. Supply chain
management at it’s finest...”

3.0% T

2.0% T -Chris Childers, MO

“Since our economy is directly affected by
the cost of oil, prices under $50/bbl would
support increased business activity.”

-7.0% T

B Rail Transportation == Banking -Gordon W. GOSh, MO

-12.0%
40.0%

“Reduction in fuels prices has helped in
stabilizing pricing.”

30.0% T -Dwight Barth, ND

“Need to increase employment by 20% to
20.0% + meet current customer demands. Our region
has a 2% unemployment rate and finding it
impossible to find qualified labor. To try and
keep up with demand, we have switched to
split shifts to keep machinery 22 hours per
day, 6 days per week.”

 Utilities =& Natural Gas

10.0% T

0.0% +

-Mike Grote, NE

“Having a hard time finding qualified
employees & and electronic component lead
times are going up.”

-10.0% T

-20.0%

-Jeff Schmieder, CO

35.0%

. -

15.0% T

“As a defense contractor, we watch with
interest what direction the new political
majority will pull the War on Terror, and, to
an equal degree, how current infighting will
impact the economy. The economy seldom
tolerates turmoil, regardless of source.”

5.0% T

i

-15.0% T

-John Feeley, IA

“As a construction material supply and
erection company winter has a dampening
effect on business this time of year.”

-Heavy Manufacturing Producer, MN

-25.0% T

-35.0%
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