February 2001

Theregion’s manufacturing sector is
experiencing continued declines,accord-
ing to the firms surveyed for thismonth'’s
Business Outlook Survey. Measures of
current conditions indicate another
month of declines in new orders and
shipments. Firms alsoreportdeclinesin
employmentand theaverage workweek
this month. Indicators reflecting the
firms’ forecasts over the nextsix months
showed notableimprovement.

Current Indicators Improve Only
Slightly

Thediffusionindex for currentactiv-
ity increased from -36.8 in January to
-30.5 in February. The increase, how-
ever, follows January’s near 33-point
drop in theindex and strongly suggests
overall declines in the manufacturing
sector. The percentage of firmsreporting
declinesinbusinessactivity (41 percent)
exceeds the percentage reporting in-
creases (11 percent); 48 percentreported
no change in activity this month.

Indicators for currentnew ordersand
shipments also reflect a sector experi-
encing relatively widespread declines.
Forty-one percent of the manufacturers
reported declines in shipments; only 12
percentreported increases. Thecurrent
shipments index was up only slightly,
increasing from -30.8 to -29.0. Nearly
twiceasmany firmsreported declinesin
new orders this month (41 percent) as
reported increases (22 percent). Thecur-
rentnew ordersindex recovered some of
its loss from the previous month and
‘ncreased from-30.9 to-19.6 (see Chart).
Continued negativereadings for unfilled
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orders and delivery times indicate fur-
ther weakness in the sector.

Inrecent monthsemploymentindica-
tors have mirrored the pattern of current
indicators. This month, however, the
diffusion index of current employment
increased from -23.5 in January to -7.9.
The percentage of firms reporting de-
clines in employment (22 percent)
continues to exceed the percentage re-
portingincreases (14 percent). Continued
weaknessisevidentinresponsesregard-
ing thecurrentaverage workweek. The
current workweek index remains at a
very low reading, although itincreased
slightly from-27.3inJanuary to-25.7 this
month.

Price Indicators Change Little

Upward pressures on input prices
continuebutarelittle changed from the
previous survey. The current diffusion
index for prices paid increased slightly
from 12.9 to 13.1 this month. The index
has been trending down over the past
year, suggesting moderating pressures
oninput prices. This month 22 percent
of themanufacturers surveyed reported
increasesin prices for purchased inputs,
and 9 percent reported decreases.
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Prices of the manufacturers’ pro-
duced goodsalsoshowed littledifference
from the previous survey. The current
pricesreceived indexincreased from-5.5
inJanuary to-2.9 in February. The per-
centageof firms reporting price declines
(18 percent) exceeded the percentage re-
porting increases (15 percent) for the
fourthconsecutivemonth.

Expectations Improved

Firms’ expectations about economic
conditions over the next six months im-
proved from last month. The index of
future general activity increased from
-16.3 inJanuary to 4.8 in February. The
percentage of firms expecting growth
over the next six months (32 percent)
narrowly exceedsthe percentageof firms
expecting declines (27 percent). Firms’

— BUSINESS OUTLOOK SURVEY

responses regarding new orders and
shipmentsreflectasimilarimprovement
inoutlook. The future new ordersindex
increased from -4.0 in January to 9.4 in
February (see Chart), and the future
shipments index increased from -6.1 to
6.1.

Some improvement in the manufac-
turers’ forecast is also seen in responses
regarding employment plans. Thediffu-
sion index of future employment
increased from -20.9 in January to -6.3
this month. More than 21 percent of the
firms surveyed expect an increase in
employmentover the nextsix months;in
contrast only 6 percent expected in-
creasesintheJanuary survey. However,
the percentage of firms expecting a de-
creasein employmentis slightly higher,
at 28 percent.

S

Although most current indicators
improved from their January readings,
theimprovementwasslightand overall
manufacturing continues to weaken in
the region. Declines were reported in
shipments, and demand for manufac-
tured products, as measured by new
orders, continues to fall. Employment
declines were notassevere thismonthas
in the previous survey, but the average
workweek indicators suggest a contin-
ued shortening of hours.

Firms’ responses regarding the fu-
ture, including theiremploymentplans,
suggest that there may be buoyancy in
the sector and the recent reported de-
clines inmanufacturing will not worsen
or continue over the next six months.

Summary of Returns .
February 2001 February vs. January Six Months from Now vs. February
No Diffusion No Diffusion
Decrease Change Increase Index Decrease Change Increase Index
What is your evaluation of the level
of general business activity? 413 478 10.8 305 273 369 321 48
Company Business Indicators
New Orders 414 365 21.7 -196 30.1 304 395 94
Shipments 41.1 46.0 12.1 290 290 33.1 35.1 6.1
Unfilled Orders 308 532 159 -149 27.1 519 19.7 74
Delivery Times 132 839 29 -103 146 76.8 6.4 -82
Inventories 255 553 192 63 327 434 22.1 -10.5
Prices Paid 87 69.6 21.7 13.1 84 62.7 282 19.7
PricesReceived 179 66.0 150 29 13.4 547 274 140
Number of Employees 21.7 63.3 13.8 -19 275 513 212 63
Average Employee Workweek 353 52.1 9.6 257 223 595 178 45
Capital Expenditures — — — — 162 60.6 9.1 71
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 February 10, 2001.
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