December 1999

Indicators from this month’s Busi-
ness Outlook Survey show signs of
weaker growth in the region’s manufactur-
ing sector. Most current indicators fell
from their readings in the previous month.
The manufacturers’ forecasts through the
first half of 2000, however, show no
deterioration. Although manufacturers
continue to report some upward pressure
on input prices, prices of final manufac-
tured goods remain steady.

Current Indicators Fall Back

Although most survey indicators
continued to record positive readings this
month, survey responses suggest slower
growth than reported in recent months.
Although a larger percentage of firms
reported increases in activity (30 percent)
than reported decreases (21 percent), the
generalactivity index fell from 5.8 in
November to 8.6 this month. The decline
in the general activity index was accompa-
nied by declines in the indexes for
shipments and new orders. The current
new orders index fell markedly, from20.3
in November to 8.9. The current ship-
mentsindex fell from27.6 10 6.0.

The indexes for unfilled orders and
delivery times were both negative this
month, consistent with weaker growth.
The percentage of firms reporting higher
unfilled orders (11 percent) was less than
the percentage reporting lower unfilled
orders (20 percent). The unfilled orders
index, which has been below zero for three
of the last four months, declined from -2.7
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t0-9.2. The delivery times index also
remained negative for the fourth consecu-
tive month, declining from-4.5t0-14.6.

Responses regarding employment
suggest another month of increases
among the reporting manufacturers. The
percentage of firms reporting employment
increases this month (21 percent) ex-
ceeded the percentage reporting de-
creases (8 percent). The current employ-
mentindex fell slightly, from 13.6t0 12.8,
but the average workweek index fell
notably—from 6.0t0-5.6.

Input Price Pressures Stillin Evidence
Manufacturers responding to the
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survey reported some increases in prices
of inputs again this month. For the tenth
consecutive month, more firms reported a
rise in input prices (24 percent) than
reported a decrease (none this month).
The current prices paid index declined
slightly, from 24.8 to 24.4, but has shown
a slight upward trend since the beginning
of the year (see chart).

Although input prices may be rising
for some firms, survey results offer little
evidence of any increase in prices of final
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manufactured goods. The percentage of
firms reporting price increases (16
percent) is nearly the same as the percent-
age reporting price decreases (14 percent).
The pricesreceived index fell back from its
November increase to 11.6 to 2.2 this
month (see chart).

Manufacturing Forecasts
Show Recent Improvement
Manufacturers’ forecasts have
shown notable improvement over the past
two months. The future index of general
activity increased from 17.8 in November
to 29.8 this month. Although over 37
percent of the firms expect no improve-
ment in conditions over the next six
months, the percentage expecting a rise in

activity (45 percent) is greater than the
percentage expecting a fall in activity (15
percent). The future new orders index has
also shown improvement in the past few
months and the future new orders index
edged higher this month, increasing from
28.3t031.9. The future shipments index
was virtually unchanged at 25.8 . On
balance, firms expect a rise in unfilled
orders for the next six months but steady
delivery times. Inventories are expected
to remain near current levels.

Although the firms surveyed have
shown more optimism in recent months
regarding future employment growth, the
future employment index fell back from
20.2 in November to 7.9 this month.
Nearly 27 percent of the firms polled plan

employment increases over the next six
months while 19 percent plan employment
declines.

Summary

The balance of evidence in
December’s survey suggests continued
growth of the region’s manufacturing
sector, but some slowing fi1 the growth of
orders and shipments. Among the
manufacturers surveyed, more firms are
reporting increases in employment than
are reporting declines. Although input
price pressures are still in evidence, this
month’s survey suggests no upward price
pressure on final manufactured goods.
The firms’ forecast for growth over the
firsthalfof2000 remains optimistic.

— BUSINESS OUTLOOK SURVEY

Six Months from Now vs. December

No Diffusion
Decrease Change Increase Index

14.7 373 44.6 29.8
159 334 478 319
16.0 393 418 258
17.1 510 29.1 12.0
15.8 654 17.8 20
26.0 457 256 04

62 493 40.7 345
124 60.9 25.1 127
18.8 512 26.7 79
18.8 56.3 209 2.1
12.6 452 29.7 17.1

[S)l:cne':l:)re{ (;t;gl{s’eturns December vs. November
No Diffusion
Decrease Change Increase Index
What is your evaluation of the level
of general business activity? 20.9 49.1 29.5 8.6
Company Business Indicators
New Orders 25.8 39.1 347 89
Shipments 232 46.8 292 6.0
Unfilled Orders 20.0 692 10.8 92
Delivery Times 21.0 726 64 -14.6
Inventories 25.5 46.1 252 0.3
Prices Paid 0.0 756 244 244
Prices Received 14.1 68.1 16.3 22
Number of Employees 82 70.8 21.0 12.8
Average Employee Workweek 15.7 73.6 10.1 -5.6
Capital Expenditures — — — —
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.
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