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According to this month’s Business
Outlook Survey, growth in the region’s
manufacturing sector remains stalled.
For the second consecutive month, a
greater percentage of manufacturers
report a deterioration in business
conditions than report improvement.
Weakness in the sector has put signifi-
cant downward pressure on prices of both
manufacturing inputs and manufactured
products. Polled manufacturers expect
little improvement in business conditions
over the next six months.

Current Indicators Depict Weakening

The survey’s current activity index
increased from -13.2 to -6.1, but has now
remained negative for two consecutive
months (see Chart). More than 51
percent of the manufacturers reported no
change in overall business this month,
and the percentage reporting declines (27
percent) exceeded the percentage
reporting increases (21 percent). The
current new orders index also showed
improvement, moving from -5.1 to -0.5,
but remained negative. The percentage of
firms reporting a decline in new orders
(25 percent) was essentially the same as
the percentage reporting a rise in new
orders this month. Although new orders
appeared to be flat this month, firms
reported a rise in shipments. The current
shipments index remained positive and
increased from 4.8 to 10.9.

Other indicators of manufacturing
activity corroborate the reported weaken-
ing of overall manufacturing in recent
months. Firms reported continued
declines in unfilled orders; the current
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unfilled orders index remains well below
zero; it increased only slightly from -14.5
to -13.4. The current delivery time index
crept closer to zero, however, increasing
from -12 to -2.1.

Most firms (60 percent) are holding
employment constant this month. The
percentage of firms reporting declines is
almost the same as that reporting
increases (20 percent). The current
employment index, at 0.7, is essentially
unchanged this month. The percentage of
firms reporting declines in average work
hours this month (20 percent) is only
slightly larger than that reporting
increases (17 percent).

Price Declines Continue

Weakness in the manufacturing
sector is evident again this month in
reported declines in prices for manufac-
turing inputs and outputs. Declines in
prices of raw materials and other inputs
are evident in the decline in the survey’s

prices paid index, which declined from
-2.5 to -14.5, its lowest reading in the
30-year history of the survey. Further-
more, this index has now remained
negative for four consecutive months.
Prices of final manufactured goods are
also reported in decline this month. The
percentage of firms reporting price
declines (15 percent) is higher than the
percentage reporting price increases (3
percent). The current prices received
index remained near its historical low,
increasing slightly from -14.4 to -12.4.
Firms® forecast responses suggest both
input and output prices will remain near
steady over the next six months.
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the next six months: the indexes remain
positive but at relatively low levels, and
both fell modestly from their readings of
the previous month. Firms also expect
declines in unfilled orders and a shorten-
ing of delivery times over the next six
months.

On the employment front, the
largest percentage of firms (48 percent)
expect to maintain current employment
levels over the next six months; 26
percent expect increases, and 20 percent,
declines. The future employment index
increased modestly from 5.2 to 6.3.
Firms expect declines in the average
workweek, however.

Summary
The manufacturing firms polled for
this month’s Business Outlook Survey,

on balance, reported a deterioration in
business conditions again this month.
Although more firms reported increases
in shipments than reported declines,
responses regarding new orders sug-
gested no increases in demand. Weaken-
ing conditions were evident in reported
declines in unfilled orders and shorter
delivery times. Firms also reported
declines in prices paid for inputs as well
as prices for the firms’ own manufac-
tured goods. There was a slight deteriora-
tion in firms’ forecasts compared with
those of previous surveys. A significant
division between those forecasting
improvement and those expecting a
deterioration suggests a great deal of
uncertainty about the short-run prospects
of the region’s manufacturing sector.
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October vs. September

No Diffusion
Decrease Change Increase Index
26.8 515 20.7 -6.1
25.2 49.2 247 -0.5
20.5 46.5 31.3 10.9
29.7 53.9 16.3 -134
12.9 73.5 10.7 -2.1
34.0 49.8 16.2 -17.8
18.2 74.8 37 -14.5
154 81.6 30 -12.4
19.6 60.1 20.3 0.7
19.7 63.9 16.5 -3.2

percent because of omission by respondents.

fusion ind
CXes represent the percentage of respondents indicating an increase minus the percentage indicating a decrease.

Six Months from Now vs. October
No Diffusion
Decrease Change Increase Index
o

344 30.0 29.3 -5.1
28.3 30.5 339 5.6
30.6 304 333 27
272 52.2 17.6 -9.5
24.7 60.5 9.1 -15.7
275 40.8 223 -5.2
16.8 61.0 19.0 22
19.4 63.1 15.7 -3.7
19.6 479 26.0 6.3
27.2 524 15.8 -11.4
15.2 414 25.5 104




