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The region’s manufacturing firms
report continued weakness in business
activity this month. Although most
indicators of current performance
improved from their readings in the
previous month, they still suggestover-
all declinesinbusiness. Factory employ-
mentand average work hours declined
again this month. The firms remain
relatively optimistic, however, that
business will recover from current
depressed levelsover the nextsix months.

Manufacturing Remains Weak

For the fifth consecutive month, a
larger percentage of firms reported
declinesinbusiness activity (34 percent)
than reported increases (27 percent).
Although the current activity index
suggests continued deterioration in
manufacturing business, it increased
from -23.5 in March to -7.2 this month
(seeChart).

The demand for manufactured goods
remains weak: the percentage of firms
indicating declines in new orders (34
percent) was larger than the percentage
indicating increases (30 percent). The
currentnew ordersindex,at-3.9,changed
little from its reading of -3.1 in the
previous month but is more than 20
pointshigher thanitsaveragereadingin
January and February. Shipments
improved slightly: the index increased
from-3.6inMarchto1.3 thismonth. The
percentage of firms reporting increases
inshipments (31 percent) wasnearly the
sameas the percentagereporting declines

——Chart
(January 1990 to April 2001)

Diffusion Index*

Current and Future Manufacturing Activity Indexes

80

AAJ
60 W.l

DA

Six-Month Forecast

40

oy AR A

X g 'l
i } Current Activity |

VAR VAR
W

A

-20
-40 J‘

LllllllU_J.LLLLIllHIIIIl LiLLll IHlllllllllHllJ_LLLLllllllIllll!llllll[ JIRTIEH IIIJHHI IIHIIH[J_I RSN

Ll I:IIIlIIIIHll L

80 91 92 93 94 95

* Percentage of respondents indicating an increase minus percentage indicating a decrease

96 97 98 99 00 O

(30 percent). Although readings for
unfilled orders and delivery times rose
somewhat, they remain weak. The
unfilled orders index increased only
slightly, from-19.2inMarchto-18.9 this
month, and the delivery times index
increased from -22.0 to -15.7. Firms
continue to reduce inventories; the
currentinventoriesindex standsat-16.6
this month, up from -22.0 in March.
Firms report weaker manufacturing
employment this month. The diffusion
index of current employment fell from
-6.3 in March to -12.9 and has remained
negative forsix consecutivemonths. The
percentage of firms reporting declinesin
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employment (29 percent) exceeded the
percentage reporting increases (16
percent). The average workweek also
declined: the current workweek index
fell from-13.2to-28.0.

Upward Price Pressures Diminish
Eighteen percent of the firms sur-
veyed reported priceincreases forinputs,
butnearly 11 percentreported decreases
thismonth. Thecurrent prices paid index
suggests continued moderation of in-
put price pressures: the index declined
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from15.2t07.0, its lowestreading since
May 1999.

With regard to their own manufac-
tured goods, the largest percentage of
firms surveyed (nearly 74 percent)
reported nochangein prices thismonth.
Probably reflecting overall weak
conditions in the manufacturing sector,
the percentage of firms reporting price
decreases (18 percent) was greater than
the percentage reporting increases (9
percent), and the prices received index
fell from-3.6 in March to -8.4.

Expectations Remain Optimistic
Despite continued weakness in
manufacturing, expectations about the
next six months remain relatively
optimistic. More than 46 percent of firms
expect an improvement in business
conditions over the next six months,
compared with 21 percent expecting
deterioration. The futureindexofgeneral
activity increased modestly from20.9 in
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Marchto25.7in April (seeChart). Similar
optimism is reported for future new
orders and shipments. The future
shipments index increased from 24.0in
Marchto32.0,and the future new orders
index increased from 25.8 to 27.5.
Firms’ expectations regarding em-
ployment are also encouraging. More
than 35 percent of the manufacturers
expectincreasesinemploymentover the
next six months, compared with 18
percentexpecting decreases. The future
employment index increased signifi-
cantly,from0.9t017.8, itshighestreading
since February 2000. Plans for capital
expenditures, however, continue to be
depressed. The percentage of firms
expecting to increase capital expendi-
tures over thenextsixmonths (22 percent)
is nearly the same as the percentage
expecting to decrease (20 percent).
Despiteimprovementin theother future
indicators, the future capital expenditure
diffusion index declined from a very a

low reading of 3.1 in March to 1.7 and
has remained at low levels since the
beginning of the year.

Summary

Although most current indicators
improved from their readingsin the past
few months, the responses suggest
continued deterioration in business
conditions. Although declines in new
orders werenotaslargeasinthefirsttwo
months of this year, the share of firms
reporting declinesisstill larger than the
share reporting increases. Responses
this month suggest a continuation of
manufacturing job losses in the region.
Respondentssuggest, however, thatthe
current weakness in the manufacturing
sector will notlastlong. Mostindicators
of future growth, except for capital
expenditures,showed furtherimprove-
ment this month.
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Notes:
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All data seasonaily adjusted.

April vs. March

No Diffusion
Decrease Change Increase Index
What is your evaluation of the level
of general business activity? 337 399 26.5 -1.2
Company Business Indicators
New Orders 34.1 358 30.2 -39
Shipments 29.5 379 30.8 1.3
Unfilled Orders 29.0 58.7 10.1 -18.9
Delivery Times 229 69.2 7.2 -157
Inventories 35.6 44.1 19.0 -16.6
Prices Paid 10.8 70.8 17.9 7.0
PricesReceived 17.5 73.5 9.1 -8.4
Number of Employees 29.3 539 16.4 -12.9
Average Employee Workweek 353 575 7.2 -28.0
Capital Expenditures — — — —

Items may not add up to 100 percent because of omission by respondents.

Diffusion indexes represent the percentage of respondents indicating an increase minus the percentage indicating a decrease.
Survey results reflect data received through April 10, 2001,

No Diffusion
Decrease Change Increase Index

20.7 225 46.4 25.7
20.4 237 47.9 27.5
19.0 21.2 51.1 320
21.9 513 19.8 2.1
20.6 66.7 6.3 -14.2
32.4 437 16.4 -16.0

43 60.9 30.4 26.1

7.5 62.4 247 17.2
17.5 41.7 353 17.8
21.2 51.1 20.1 -1.1
20.3 40.5 220 1.7

Six Months from Now vs. April




