March 2001

Although survey indexes improved
somewhat this month, they still suggest
continuing decline in regional
manufacturing activity. The firms
participating in the survey report
continued declines inemployment and
average work hours this month. Indexes
indicate smaller declines in firms’
currentordersand shipments. Measures
of change in prices for inputs and final
products are close to the levels in the
previoussurvey. Thismonth, firms were
more optimistic about conditions six
months into the future.

CurrentIndicators Remain Negative
Thediffusionindexof currentactivity
remained negative this month and
has been negative for four consecutive
months (see Chart). Theindex increased
from -30.5 in February to -23.5. The
percentage of firmsreporting decreases
in business activity (34 percent)
continues to be greater than the
percentage reporting increases (11
percent).
Someleveling off of recentdeclinesin
new orders and shipments was evident
in this month’s responses: both the
current new orders and shipments
indexes also remained negative but
increased notably. The current new
orders index increased from -19.6 in
Februaryto-3.1inMarch. Likewise, the
currentshipmentsindexincreased from
-29.0to0-3.6. Someof theimprovementin
shipments may be a result of improved
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delivery times and reductions in order
backlogs. Indexes for unfilled ordersand
delivery times remained significantly
negative; the unfilled orders index
decreased from-14.9in February to-19.2,
and the delivery times index declined
from -10.3 to -22.0. Further downward
adjustmentininventoriesisalso reported
this month: the currentinventory index
declined from-6.3 to -22.0.

Demand for labor continues to be
weak. For the fifth consecutive month
the percentageof firmsreporting declines
in employment (24 percent) is greater
thanthe percentage reporting increases

Starting June 2001, the Business Outlook Survey will be released at 12 noon E.T. on the third
Thursday of each month instead of its current time of 10 a.m., E.T. The release schedule for
2001 is available at: http://www.phil.frb.org/econ/bos /bosschedule.html.
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(17 percent). The current employment
index increased only slightly, from -7.9
to -6.3. The current average workweek
continues todecline, although thecurrent
workweek index improved somewhat,
increasing from -25.7 to -13.2.

Price Pressures Are Latent

Survey participants reported little
change in price pressures this month,
although price increases for inputs
remainevident. The current prices paid
index increased slightly, from 13.1 to
15.2. More than 68 percentof firmsreport
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no change in input prices this month,
although 23 percent report increases,
and 8 percentreportdecreases. Prices of
final manufactured goods remain in
check, with the percentage of firms
reporting price decreases (17 percent)
slightly higher than the percentage
reporting price increases (13 percent).
The current prices received index
decreased slightly from -2.9 to -3.6 and
has remained negative in six of the past
sevenmonths.

Outlook Improves Further

Although most current economic
indicators suggest weakness in the
manufacturing sector, this month’s
survey shows improvement in
expectations for the future. Theindex of
future general activity increased from
4.8 in February to 20.9 this month, its
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second consecutive month of increase
(see Chart). The percentage of firms
expecting an improvement in business
conditions over the nextsix months (47
percent) exceeds the percentage
expecting deterioration (26 percent). A
similarimprovementinoutlookisevident
in forecasts for new orders and
shipments. The future new ordersindex
increased from9.4t0 25.8, and the future
shipments index increased from 6.1 to
24.0.

Firms are relatively less optimisticin
their plans regarding employment
increases. Although nearly 26 percentof
the manufacturers expect higher
employment six months from now, 25
percent expectlower employment. The
futureemploymentindexincreased from
-6.3 in February to 0.9 in March. Like
employment, average work hours are

not expected to change from current
levels. Capital expenditures arealsono

expected to increase over the next six
months inasmuch as the percentage of
firms expecting increases (23 percent) is
nearly matched by the percentage
expecting decreases (20 percent).

Summary

Manufacturing has been in decline
since the end of last year, and this
month’s Business Outlook Survey sug-
gests overall conditions in the
manufacturing sector have continued
to deteriorate, althoughata slower rate
than last month. In particular, indexes
for new orders and shipments show
smaller declines this month. Firms’
forecasts of future general activity
improved this month.

i;];xxazrgotif Returns March vs. February Six Months from Now vs. March
No Diffusion No Diffusion
Decrease Change Increase Index Decrease Change Increase  Index
What is your evaluation of the level
of general business activity? 340 55.4 105 235 259 228 46.8 209
Company Business Indicators
New Orders 323 380 29.2 3.1 240 249 49.8 258
Shipments 319 39.8 283 -36 244 238 484 240
Unfilled Orders 300 56.6 10.8 -192 175 583 17.4 0.1
Delivery Times 29.1 639 70 -220 230 599 10.8 -123
Inventories 434 342 214 -220 389 41.4 16.6 -223
PricesPaid 8.1 68.4 234 15.2 104 449 40.1 29.7
Prices Received 16.8 68.4 132 36 133 58.8 25.2 119
Number of Employees 235 582 172 63 24.8 424 258 09
Average Employee Workweek 244 64.4 11.2 -132 26 524 200 N
Capital Expenditures — — — —_— 203 448 23.4 31
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.
(4) Survey results reflect data received through March 10, 2001.
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