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Regional manufacturing firms report
declines in current activity this month,
and most indicators dropped
precipitously from the previoussurvey.
In addition to broad-based declines in
shipments and new orders, significant
declines in employment were also
reported this month. Measures of the
firms’ six-month forecasts fell to their
lowest readings since 1990, suggesting
that the declines are not expected to be

temporary.

Cuwrrent Indicators Fall Dramatically

The current index of general activity
fellsharply this month fromarevised —4.2
in December to ~36.8 in January.! Fifty
percent of the manufacturers polled
reported declines in activity compared
withlastmonth; only 13 percentreported
increases. This month's reading of -36.8
marks the lowest level of the current
activity index since December 1990 (see
Chart)and the second largest one-month
dedlinein the32-yearhistory of thesurvey.
Similar declines were also recorded for
indexes of new orders and shipments.
The current shipments index fell froma
revised 3.1in Decemberto—30.8. Similarly,
the new orders index fell from a revised
4.0in December to—30.9 thismonth. Forty-
six percent of firms reported declines in
new orders this month, and 49 percent
reported declinesin shipments.

The broad-based declines in new
ordersand shipments were accompanied

—— Chart

/
L4

(January 1990 to January 2001)

Diffusion Index*

Current and Future Manufacturing Activity Indexes

80

oo —
o e

Six-Month Forecast

" Current Activity

IIIIHIIIIIllllllIIIIIH|_LIJ_UJJJllllHl)IIlIILlIlIIllIlllllIlIIHIILlll[lllHlll[IllllIILUl_llJ[Ill]lllllllIl[LU.lLLIlJlUlllllllllI

90 91 92 93 94 95

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

96 97 98 99 00 Of

by significantdeclines in the indexes for
both unfilled orders and delivery times.
The current unfilled orders index fell for
a second consecutive month, from a
revised —14.3 in December to -25.6. The
current delivery times index fell from
-10.3 to -22.0, marking its eighth
consecutive month in the negative range.

Declines in demand for manufactured
goods are accompanied by reported
declines in employment this month.

' Each year, the Federal Reserve Bank of Philadelphia revises historical data for the Business Outlook
Survey after calculating new seasonal adjustment factors. The supplemental tables included with
_ this month'’s release contain revised data for all of the current diffusion indexes and the future
) general activity indexes. Since all of the series were affected by the revisions, the complete revised
* series as well as revised historical data prior to 1995 are available on our Internet site with detailed
instructions for downloading. The address is httpy//www.phil.frb.org/ecorybos/boshistory.html.

Uepartment of Research  Ten Independence Mall, Philadelphia, PA 19106-1574

Nearly 29 percent of the firms reported
declines in employment this month; 5
percentreported increases. The current
employment index fell from a revised
-12.4in December to—23.5and has fallen
sharply over the past two months. The
index is now at its lowest reading since
April 1991. Weakness is also evident this
monthinthe firms’ responses regarding
theaverage workweek: 37 percentoffirms
reported declines in average hours
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worked, 10 percent reported increases,
and theaverage workweekindexfell from
arevised-13.9in December to—27.3.

Moderating Price Pressures Accompany
Declines

Upward price pressures oninputs con-
tinue to recede, according to the manu-
facturers polled. The percentage of firms
reporting input price increases (16 per-
cent) exceeds the percentage reporting
decreases (3 percent). The current prices
paid index declined fromarevised 15.8in
December to 12.9 this month and marks
the fifth consecutive declinein theindex.

A larger share of firms reported de-
clines in prices of their own manufac-
tured goods this month. More than 78
percent of the firms surveyed indicated
no change in the prices of their own
manufactured goods, butthe percentage
reporting lower prices (14 percent) is
slightly greater than the percentage re-
porting higher prices (8 percent). The
current pricesreceived index fell froma
revised -3.2 in December to -5.5 this
month and has now recorded negative
readings in four of the last five months.

Manufacturing Forecasts Deteriorate
Further

Declines in current activity are
accompanied by significantdeterioration
in manufacturers’ forecasts this month.
The future index of general activity
declined fromarevised—4.2in December
to -16.3, the lowest reading since
September 1990 (see Chart). Although 37
percentof firms report that they expectno
change in activity over the next six
months, the percentage expecting
decreases (36 percent) exceeds the
percentage expecting increases (20
percent). Firms are also divided in their
forecasts of new orders and shipments,
but the percentage of firms expecting
declinesexceeds the percentage expecting
increases for both. The future new orders
index declined from a revised 0.9 in
December to —4.0, and the future
shipmentsindexfell fromarevised 4.3to
-6.1.

Firms’ forecasts for employment
growth over the next six months also
dropped sharply. The future employ-
ment index fell from a revised 4.4 in
December to-20.9 this month, thelowest

reading since December 1990. Twenty-
seven percentof firms expectdecreases ir
employment over the next six months,
and only 6 percent expectincreases.

Summary

Indicators of current activity in the
region’s manufacturingsector dropped
sharply this month. Nearly half of the
institutions surveyed reported decreases
in new orders and shipments. The
percentage of firms reporting
employment declines has risen
considerably in the past two months.
Declines in manufacturingbusinessmay
be contributing to easing price pressures
in the manufacturing sector—input price
pressures moderated again this month,
and slightly more firms reportdeclinesin
prices of theirown products thanreport
increases. Firms’ forecasts for the nextsix
months deteriorated markedly this
month,and responsessuggest that further
decreases are expected. An increasing
share of firms report plans to reduce
employment.

— BUSINESSOUTLOOKSURVEY
Summary of Returns
January 2001 January vs. December Six Months from Now vs. January
No Diffusion No Diffusion
Decrease Change Increase Index Decrease Change Increase Index

What is your evaluation of the level
of general business activity? 50.1 332 133 -36.8 364 37.1 20.1 -163

Company Business Indicators
New Orders 46.0 358 15.1 -30.9 336 356 29.6 4.0
Shipments 48.5 313 17.7 -30.8 294 424 233 6.1
Unfilled Orders 355 527 99 -25.6 262 56.1 149 -112
Delivery Times 286 64.8 6.6 220 27 740 22 -20.5
Inventories 299 511 16.6 -132 243 54.1 188 -5.5
PricesPaid 34 802 164 129 78 56.6 335 25.8
Prices Received 137 78.1 82 -5.5 13.6 57.1 258 122
Number of Employees 28.5 65.7 50 =235 26.7 672 5.8 -209
Average Employee Workweek 372 511 99 273 256 532 192 64
Capital Expenditures — — — — 170 417 215 45

Notes: (1) Items may not add up to 100 percent because of omission by respondents.

(2) All data seasonally adjusted.
(3) Diffusion indexes represent the percentage of respondents indicating an increase minus the percentage indicating a decrease.




Business Outlook Survey

Selected Revised Diffusion Indexes

(1995-2000)*

Current General Activity
DiffusionIndex  Jan Feb Mar Apr May Jun Jul Aug Sep  Oct Nov Dec
1995 84 93 18  -112 87 208 -193 11 262 219 52 196
199 152 4.8 -3.8 214 193 215 296 138 130 85 10.7 81
1997 122 16.8 126 70 10 188 20.7 169 193 198 192 16.3
1998 176 122 92 9.7 137 256 91 90  -134 38 6.2 58
199 125 137 25 2.5 145 83 106 105 153 152 188 16.7
2000 102 128 16.9 127 162 57 53 126 72 05 4.7 42
Current New Orders
DiffusionIndex  Jan Feb  Mar Apr May  Jun Jul Aug Sep  Oct Nov Dec
1995 83 110 6.6 74 130 206 @ -166 7.1 30.1 165 7.1 136
199 -16.6 12 11 171 241 284 267 16.1 17.7 99 116 11.0
1997 185 178 16.7 10.7 55 17.0 251 173 208 159 183 153
1998 135 211 162 124 16,5 17.7 95 108 -15 51 58 6.0
199 16.2 165 216 204 200 148 113 168 101 24.7 2.1 15.7
2000 21 96 19.7 186 155 6.9 79 125 14.2 -1.7 4.9 4.0
Current Shipments
DiffusionIndex  Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1995 9.8 255 119 22 23 80 -13.0 91 27.5 16.0 -6 132
19% 109 133 3.1 253 276 278 335 17.0 253 120 160 121
1997 144 124 192 16.1 104 106 253 170 16.7 134 120 117
1998 159 174 125 148 130 240 6.2 17.8 99 130 60 136
1999 16.3 15.6 130 14.0 193 146 138 146 116 212 242 145
2000 154 29 225 183 173 95 115 114 178  -136 105 31
Current Unfilled Orders
DiffusionIndex  Jan Feb Mar Apr May Jun Jul Aug Sep  Oct Nov Dec
1995 33 118 -126 279 -184 287 427 -147 54 -12 4.7 5.1
199% 318 -173 123 -134 5.6 59 20 -15 38 99 56 6.3
1997 -10.7 52 -101 6.2 6.6 2.4 0.7 -5.0 -1.1 6.7 5.7 76
1998 82 02 3.0 49 0.1 25 52 7.8 80 92  -106 44
199 52 5.7 31 09 5.1 7.1 6.5 03 0.0 17 09 038
2000 2.7 46 26 02 35 -108  -132 23  -137 04 17  -143
Current Delivery Times
DiffusionIndex  Jan Feb  Mar Apr May  Jun Jul Aug Sep  Oct Nov Dec
1995 89 87 1562 156 -167 249 233  -168 72 48 -19 038
1996 97  -125 35 -141 7.8 06 14 5.9 37 -128 8.1 69
1997 -11.3 5.2 33 78 124 44 5.1 24 02 84 54 76
1998 56 5.8 41 44 21 6.2 52 03 6.0 -12 7.2 6.2
19% 6.2 32 5.7 03 43 -10 5.2 2.8 54 6.7 05 6.5
2000 6.5 0.7 02 12 84  -101 83 -119 -154 6.8 89  -103

',’ Revised historical data prior to 1995 and revisions to other series are available on the Bank's Internet site at

http://www.phil.frb.org/econ/bos/boshistory.html.




Current Inventories

DiffusionIndex  Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov  Dec:
1995 -13.7 3.1 -103 96 -171 62  -155 -17.0 6.4 -14 13 -155
199 76  -134  -127 -169  -105  -129 6.7 -158  -121 42 -12.0 29
1997 5.1 81 -133 77  -133 52 6.2 5.1 43  -118 69 83
1998 54 74 2.8 -16.2 -1.0 69  -101 -141  -152 -142 -138 153
1999 -188  -105 96 09 -155 -123  -102 6.4 3.1 8.3 86 38
2000 24 7.9 42 6.6 58 23 2.1 -112 25 83 42 91

Current Prices Paid

DiffusionIndex Jan Feb Mar Apr  May Jun Jul Aug Sep Oct Nov  Dec
1995 548 475 424 7 309 258 231 16.6 139 247 103 23
19% 12.2 -1.1 0.1 11.1 11.3 153 119 68 16.1 187 136 115
1997 77 12.2 118 169 153 138 17.6 169 134 159 177 201
1998 159 11.3 105 33 29 37 44 74 44 120 98 8.6
1999 83 6.7 20 28 34 10.8 150 129 120 238 251 253
2000 235 390 324 R2 303 300 266 287 248 214 199 158

Current Prices Received

DiffusionIndex Jan Feb Mar Apr May Jun Jul Aug Sep  Oct Nov  Dec
1995 22.9 153 15.0 6.3 6.2 08 5.3 5.1 33 1.1 59 6.0
199 76  -165 93 5.1 3.1 -1.8 -1.7 3.1 40 33 -1.7 21
1997 19 32 34 22 -1.6 21 34 06 -14 10 50 1.8
1998 26 03 -1.8 07 -1.0 03 6.7 84 -11.0 -122 -148  -124
199 -153 -7.0 8.3 -79 6.5 7.5 41 24 24 41 93 24
2000 73 85 88 16.7 76 94 62 15 03 14 -1.1 32

Current Number of Employees

DiffusionIndex Jan Feb Mar Apr May Jun Jul Aug  Sep Oct Nov  Dec
1995 1.7 98 03 -186  -147  -139 201 131 88 24 33 -110
19% 9.1 80 4.1 0.1 40 31 77 32 7.7 04 21 -1.1
1997 47 24 45 44 65 88 57 104 26 25 32 50
1998 01 15.0 93 5.0 49 6.0 53 6.7 10 79 20 21
1999 09 0.7 02 26 47 21 22 43 93 83 154 137
2000 104 149 154 13.2 93 34 86 14.1 78 05 60  -124

Current Average Employee Workweek

DiffusionIndex Jan Feb Mar Apr May Jun Jul Aug Sep  Oct Nov  Dec
1995 72 -1.0 7.3 -11.5 -198 -164 223 5.1 25 52 62  -109
19% 9.1 115 137 24 48 13 57 0.5 02 5.8 41 19
1997 6.1 09 02 09 2.7 3.5 0.8 03 2.6 04 -12 19
1998 57 80 02 -10.1 0.6 44 2.7 22 29 -10 -17.2 6.9
1999 7.7 80 72 65 2.8 6.1 03 45 20 5.1 64 10
2000 04 51 150 33 72 43 6.7 00 13 -111 06  -139

Future General Activity

DiffusionIndex Jan Feb Mar Apr May Jun Jul Aug Sep  Oct Nov  Dec
1995 165 88 5.8 -1.0 14.8 156 235 27.7 275 318 293 69
19% 229 282 200 238 281 419 385 245 237 217 188 321
1997 256 274 232 234 156 193 152 16.0 262 29.1 304 27.0
1998 166 14.3 276 215 243 80 44 39 52 40 11.1 17.1
199 227 22.8 220 204 253 162 10.8 172 24 13.7 222 266
2000 16.8 16.7 75 09 72 14.5 17.1 50 264 15.5 73 4.2 |
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