Economic Research Division

Manufacturing activity continues
to grow, although somewhat less
rapidlythaninthepastthreemonths,
according to this month’s Business
Qutlook Survey. The recent growth
has resulted in the first report of
increased manufacturing employ-
ment in nine months. Survey re-
sponses indicate plans to increase
hiring over the next six months as well.

CURRENT CONDITIONS

The diffusion index for overall ac-
tivity stands at 10.9, the fourth con-
secutive month it has remained posi-
tive. The index is down, however,
from 19.6inMay, suggesting a slower
rate of growth. Almost 32 percent of
reporting firms indicated an expan-
sion of activity over the previous
month, compared with 21 percent
that indicated a decline. About 44

percent of the firms reported no
change in activity from the previous

Current and Future Employment
(January 1991 to June 1992)*

Diffusion Index*

40
30
4
6 month forecast ’
“\ £ K
20 LN LR Y AR ’
’ NF [y T ¥
d‘ 4 yi \\ 'l
4 L 3 -
4 . f 'y Fal ¥,
10 P v SPAUY
~ g . W
FAN ¥ ¥
) L4
0 ¢ )

current employment

91 g2

decrease.

month. .
Theincreaseinmanutfacturingac-

i loy- )
ivi | months firms reported nochangein emp ted toward
}:\;tya:;?ré‘:;yﬂﬁr:::;%ms’ de-  ment over e p:jev;?ulf morr\:\r:).‘f; z:::irsufgcr’ Jgurgfvtat:s;:w pr?\:‘nufacturing
we e rted higher € - o ising at 31

and for labor. The diffusion index percent repo ctivity. New orderswere ising
i ment, and only 16 percent report :erceyﬂ of the firms polle & 19 per-

ivi indi i reporied adecline. Ontheogher
el e confirnes ?\ea?:d, s‘;gtisticsomhe jevel ofunfilled

ingi i rders suggested that firms were
tinuingits recentgrowth. Shipments ?(eeping u% ested I eion of

firms; 13 percent re- business. Unfilled orders werg un-

for employment registered 7.6 in

June, which was the highest value lowered employment.

{orthe index since March 1989. The

only other timein the past 34 months  thatthe manufacturing sectoris con-

that the index has been positive was
inSeptemberot lastyear(seeChart).
Although 61 percent of the polled

were up this month at nearly 34
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changed at 60 percent of the firms
polled, while 24 percent reported a
reduction, and only 11 percent indi-
cated an increase.

PRICES

Despite the pickup in manufactur-
ing activity in recent months, prices
of manufactured goods remained
stable. About 84 percent of firms
reported no change in prices this
month. The percentage of firms re-
porting higher prices (10 percent)
narrowly outnumbered these report-
ing lower prices (6 percent). Input
prices were unchanged at 86 per-
cent of the firms polled, and only 12
percent ofthefirms reportedincreas-
ing input prices.

The majority of firms participating
in the survey (74 percent) expected
no change in prices over the next six
months. The percentage forecast-
ing higher prices (21 percent) ex-
ceeded the percentage forecasting

price declines (5 percent). Input
prices were expected to increase for
43 percent ofthe firms and to remain
steady for 55 percent.

OUTLOOK

Althoughthe current activity diffu-
sion index has declined somewhat
over the past twe months--suggest-
ing a slowing of growth--survey re-
spondents were optimistic about the
next six months. The diffusion index
forfuture activity increased from48.1
in May to 60.4 this menth. About 62
percent of the manufacturers polled
expected anincrease in activity over
the next six months. Nearly 31 per-
cent of the manufacturers expected
no change, and only 2 percent ex-
pected activity to decline. Similarly,
those surveyed expected the recent
growth in shipments and new orders
to continue.

Increased optimism aboutthe next
six months was accompanied by a

more favorable picture for future
employment. The future employ-
mentdiffusionindex, which hasbeen
increasing over the past three
months, now stands at 28.3, the
highest level since March 1984. Al-
though 54 percent of those polled
expected no change from current
levels, 37 percent of the region's
manufacturers indicated plans for
hiring additional workers in the next
six months. Only 9 percent reported
that employment levels were likely
to be lower.

SUMMARY

Manufacturing activity continues
to grow according to this month's
Business Outlook Survey. Surveyed
manufacturers expect growthto con-
tinue over the next six months. In
addition to improving business con-
ditions, respondents indicate that
employment will be increasing over
the next six months as well.

BUSINESS OUTLOOK SURVEY
Summary of Returns
June 1992
June Six Months from Now
vS. vS.
May June
Indicator
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? 21.0 43.9 31.9 10.9 1.9 30.9 62.2 60.4
Company Business Indicators

New Orders 18.6 50.4 30.6 11.9 9.3 35.3 55.5 46.2
Shipments 13.2 50.9 33.5 20.3 9.2 28.7 62.0 52.8
Unfilled Orders 24.4 60.1 11.1 -13.3 14.2 52.3 26.2 12.0
Delivery Time 8.2 81.2 7.9 0.4 10.5 734 12.1 1.6
Inventories 24.6 48.2 26.8 2.2 27.0 51.7 21.4 -5.6
Prices Paid 1.3 85.9 12.1 10.9 1.7 55.2 43.1 41.3
Prices Received 6.2 83.8 10.0 3.7 49 73.9 212 16.3
Number of Employees 16.0 60.5 23.5 7.6 9.0 53.5 37.3 28.3
Average Employee Workweek 19.6 62.7 17.7 -1.9 9.1 57.9 33.0 239
Capital Expenditures - - - - 3.9 40.3 41.5 37.6

Notes:(1) ltems 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.
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