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Forthe fourth consecutive month,
respondents to the Business Out-
look Surveyreport increasing manu-
facturing activity. Ot the manufac-
turers polled during August, 40 per-
cent report an increase in business
compared to the previous month,
while 14 percent note adecline. Some
44 percent report no change. The
percentage of respondents indicat-
ing improved business activity has
climbed markedly since January 199,
whenonly 12 percent were reporting
growth.

CURRENT CONDITIONS

Specific measures of industrial
activity reflect continued improve-
ment in business conditions and
suggest growthindemand forindus-
trial output. More firms report in-
creases in shipments, new orders,
and unfilled orders, especially dur-
ing the last two months. The diffu-
sionindex for new orders now stands
atits highest level since March 1989
(seechart). Atthe sametime,inven-
tories are reported to be declining.

The apparentincreaseindemand
for manutfactured goods, however,
has not yet translated into similar
growth in employment. Sixty-three
percent of surveyed firms report no
changes in levels since July and
those indicating declines in employ-
ment exceed those reporting in-
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creases. Meanwhile, little change in
the average workweek was regis-
tered, with the majority (68 percent)
indicating no change.

OUTLOOK

Most area manufacturers expect
demand for their goods to grow dur-
ing the next six months. Seventy
percent—the highest level in seven
years—how anticipate increasing
business in the next six months.
There is similar optimism for future

shipments and new orders.

Area manufacturers are cautiously
optimistic about further employment
growth and capital spending. Of the
reporting firms, 34 percentanticipate
employment growth in the next six
months while 51 percent expect no
change. Although manufacturing
managers plan, on average, to in-
crease capital expenditures over the
next six months, the percentage with
such intentions is down somewhat
from the previous two months.

New Orders on the Rise
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PRICES

Respondents to the August sur-
vey report steady prices. Eighty-six
percent report no change in their
cost of raw materials and other pur-
chased items from July to August.
The prices of goods produced show
a parallel pattern and over 75 per-
cent of respondents indicate no
change. Accompanyingthe expected

increase in demand for manufac-
tured goods, the firms foresee their
own prices rising over the next six
months, but this pattern of expecta-
tions has not changed appreciably
over recent months.

SUMMARY
Overall business activity contin-
ues to increase for area manufactur-
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ers during August. Survey respon-
dents note anincrease inorders and
shipments and are optimistic regard-
ing their continued growth. To date,
respondents report littie change in
employment trends but are cau-
tiously optimistic regarding higher
employment levels during the next
six months.

BUSINESS OUTLOOK SURVEY

August Six Months from Now
VvS. VvS.
Indicator July August
No Diffusion No Diffusion
Decrease | Change| Increase | Index | Decrease|Change | Increase| Index
General Business Conditions
What is your evaluation
of the level of general
business activity? 14.2 44.1 40.0 25.7 9.0 20.8 70.3 61.3
Company Business Indicators

New Orders 149 37.3 46.5 315 6.3 26.5 66.7 60.4
Shipments 22.0 38.2 39.8 17.9 5.4 29.8 64.0 58.6
Unfilled Orders 18.1 56.6 204 2.2 9.0 58.6 29.7 20.6
Delivery Time 9.4 78.9 8.6 -0.9 11.3 68.5 19.4 8.1
Inventories 38.1 36.2 23.5 -14.6 20.9 57.4 18.6 -2.3
Prices Paid 1.4 86.0 12.6 11.2 29 47.0 50.0 471
Prices Received 14.3 75.2 8.6 -5.7 3.2 56.5 40.2 37.0
Number of Employees 20.5 63.4 11.7 -8.8 15.6 51.0 33.5 17.9
Average Employee Workweek 17.0 67.7 15.3 -1.7 10.3 67.4 19.7 9.3
Capital Expenditures ~ — — — 13.7 442 29.2 13.5

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

(2) All data seasonally adjusted.

(3) Ditfusion indexes represent the percentage of respondents indicating an increase minus the percentage indicating

a decrease.



