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Manufacturing activity in the region
is holding steady, according to this
month’s Business Outlook Survey.
While current indicators for new orders
and shipments rebounded from last
month’s levels, manufacturers report
continued declines in employment and
work hours this month. Moreover, the
survey’s current price indicators suggest
overall declines in both input and output
prices.

Current Indicators Suggest Recovery
From Severe Winter Weather

The survey’s current general
activity diffusion index increased from
-16.6 in January to 3.8. Although 47
percent of the surveyed manufacturers
report no change in activity from
January, the percentage reporting
increases (28 percent) narrowly outnum-
bers that reporting declines (24 percent).
Responding to supplemental questions
regarding the effects of the blizzard,
manufacturers report weather-related
declines in production and work hours
for the month of January, but many firms
also indicated that they were recovering
lost production in the near term.

Survey responses regarding new
orders this month suggest virtually no
change from the previous month. Only a
slightly larger percentage of firms
reported an increase in new orders (24
percent) than reported a decline (21
percent). Although only slightly positive
at 2.9, the diffusion index for current
new orders increased from -20.0 in
January. Similarly, the current ship-
ments index rebounded from 4.2 to 11.0.

Also reflecting recovery from the
weather’s impact on January activity,
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both unfilled orders and delivery times
declined this month. The backlog of
unfilled orders continues to diminish:
those reporting declines (30 percent)
significantly outnumber those reporting
increases (7 percent). Delivery times are
also shorter this month, compared with
those in January.

Underlying weakness, however, is
evident from firms’ responses about
employment conditions. Although 67
percent of polled firms report no change
in employment this month, 20 percent
report declines, and only 9 percent report
increases. The current employment
diffusion index, at -10.8, is virtually
unchanged from its reading of the
previous month. Firms reporting
declines in work hours (28 percent)
outnumbered those reporting increases
(11 percent).

Manufacturing Prices Are Lower

Diffusion indexes for both current
prices paid and current prices received
were negative this month and achieved
their lowest readings in the 28-year
history of the survey. Both indexes have
been trending down over the past year
(see Chart).

With regard to prices paid by
manufacturers for their inputs, 18
percent of those polled report a decline,
while only 12 percent report increases.
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The current prices paid index declined
from 11.4 in January to -6.5, the first
negative reading in more than four years.

For the fourth consecutive month,
more firms report price declines for their
own manufactured goods (22 percent)
than report increases (2 percent). The
current prices received index dropped
from -11.7 to -20.5.

Forecast Indicators Reflect Relative
Optimism

Despite reported declines in January
and no growth in February, a majority of
firms expect increases in overall manu-
facturing business over the next six
months. The future general activity
diffusion index increased from 26.0 to
32.7. The percentage of firms expecting
an increase in overall business (52

percent) significantly outnumbers that
expecting declines (19 percent). Manu-
facturers continue to report that invento-
ries will be reduced from their current
levels over the next six months. On
balance, unfilled orders are expected to
remain near current levels, and delivery
times will shorten.

Although about 50 percent of firms
expect increases in new orders and
shipments over the next six months, only
29 percent of the firms are forecasting
increases in employment. Moreover,
only a slightly higher percentage of firms
expect employment increases (29
percent) than expect declines (25
percent). About 33 percent plan in-
creases in capital expenditures over the
next six months; 15 percent plan reduc-
tions.

Summary

Current survey indicators are
clouded somewhat this month by firms’
efforts to recover reported production
losses from the January blizzard.
Underlying weakness, however, is
evident from survey indicators over the
past two months. After reported declines
in activity in January, manufacturing
firms report little improvement in overall
conditions this month. Continued
declines are reported for employment,
and declining prices for manufactured
goods are indicative of softening
demand. Manufacturers apparently do
not expect a protracted decline in
business over the next six months,
however, because more than half the
firms expect business to pick up, while
only 19 percent expect it to deteriorate.

—BUSINESS OUTLOOK SURVEY
Summary of Returns
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What is your evaluation of the level
of general business activity?

Company Business Indicators
New Orders
Shipments
Unfilled Orders
Delivery Time
Inventories

Prices Paid

Prices Received
Number of Employees
Average Employee Workweek

Capital Expenditures

February vs. January
No Difusion
Decrease Change Increase Index
239 46.9 277 3.8
21.0 514 23.9 2.9
20.3 42.8 313 11.0
29.6 59.9 1.3 =222
22.7 69.5 7.8 -14.8
326 474 20.0 -12.6
18.0 70.5 11.5 -6.5
220 76.5 1.5 -20.5
19.7 674 8.9 -10.8
275 60.9 11.2 -163

Six Months from Now vs. February

No Diffusion
Decrease Change Increase Index

18.9 29.6 51.5 327
184 279 53.0 34.6
153 32.8 48.1 32.8
18.2 522 23.1 49
289 56.3 14.1 -14.7
38.3 427 17.5 -20.9

8.4 70.0 21.6 13.2
12.9 68.0 18.8 59
245 46.6 28.8 44
18.3 61.3 20.0 1.7
15.3 41.2 KER 17.8

Notes: (1) Items may not add up to 100 percent because of omission by respondents.
(2) All data are seascnally adjusted.
(3) Diffusion indexes represent the percentage of respondents indicating an increase minus the percentage indicating a decrease.
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