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Survey indicators from this month’s
Business Outlook Survey suggest a
slower pace of regional manufacturing
growth compared with that indicated
during most of the first half of this year.
For the second consecutive month,
indicators for current new orders and
shipments suggest a slower growth rate.
The region’s manufacturers are also less
optimistic about continued growth over
the next six months.

Most Current Indicators Reflect
Slowed Pace

The current activity index, which
continues to suggest an expansion of
regional manufacturing, increased
modestly from 5.3 in June to 7.8.
Although nearly 57 percent of the
manufacturers surveyed reported no
change in activity from June, the
percentage reporting a rise (26 percent) is
greater than the percentage reporting a
decline (18 percent). In the past two
months, however, the general activity
index has been notably lower compared
with the first five months of this year (see
Chart). Moreover, survey indicators for
shipments and new orders dipped for the
second consecutive month and provide
collaborative evidence of some slowing,.
The current new orders index fell from 13.9
in June to 5.2. The current shipments
index fellfrom 15.3t0 11.9.

Indexes for unfilled orders and
delivery times were both negative this
month, consistent with weaker growth,
The percentage of firms reporting higher
unfilled orders (13 percent) is less than
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the percentage reporting lower unfilled

orders (24 percent). The unfilled orders
index remained below zero for the third

consecutive month and fell from -8.6 to
-11.0. The delivery times index also fell

back into the negative range, declining

from 1.5t0-5.2.

Manufacturing employment and the
average workweek are reported steady
this month. The number of firms reporting
increases in employment this month (15
percent) is virtually offset by the same
percentage of firms reporting an
employment decline. The current
employment index fell from 2.0 in June to
0.1 in July . The current average
workweek index fell more markedly from
12.5t0-0.5.

Prices of Manufactured Goods Steady,
But Some Input Prices Rise

For the fifth consecutive month, the
percentage of firms reporting a rise in
input prices (24 percent) exceeds the
percentage reporting a decline (7 percent).
The current prices paid index also
increased slightly from 13.0to 16.8 and is
now at its highest reading since the end
of 1997. Although input prices may be
rising for some firms, the survey results
offer little evidence of any increase in
prices of final manufactured goods. The
percentage of firms reporting price
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declines (10 percent) is greater than the
percentage reporting price increases

(7 percent) for the thirteenth consecutive
month. The cwrrent prices received index,
however, increased from-6.3t0-2.5.

Optimism Wanes This Month

Survey responses regarding the
manufacturers’ expectations for the next
six months deteriorated notably this
month. The future activity index fell from
10.4 in June to 5.4 in July, the lowest
reading since October of last year. The
index has shown a significant decline in
the past two months (see Chart). There is
a wide divergence in expectations
regarding the general direction of activity
for manufacturing over the next six
months: 36 percent of firms expect growth,
30 percent expect a decline, and 27 per-
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cent anticipate no change. Forecast
indicators for future new orders and
shipments also recorded declines this
month: the future new orders index fell
significantly from 23.3 to 8.0, and the
future shipments index fell from 23.2 to
5.3.

A deterioration in expectations is also
seen in firms’ responses regarding
employment plans. While 25 percent of
firms in June's survey reported plans to
increase hiring, 16 percent indicated such
plans this month. The future employment
index fell from 5.510-7.0, the first negative
reading since November. The percentage
of firms expecting declines in average
work hours (30 percent) also exceeds the
percentage expecting increases in hours
(15 percent). The future workweek index
declined from-0.2t0-13.7.

Summary

Indicators for current activity have
now recorded Jower readings for two
consecutive months compared with
average levels over the first five months
of 1999. Although no evidence of an
overall decline in manufacturing is
evident, the pace of growth has slowed,
according to survey results. Prices of
final manufactured goods remain subdued
despite some reported increases in input
prices. A slowing of demand for
manufactured goods may be to blame for
the deterioration in optimism this month.
Most future indicators declined notably
this month and suggest a slower pace of
growth is expected to continue through
the rest of the year.

Six Months from Now vs. July

Summary of Returns
July 1999 July vs. June
No Diffusion No Diffusion
Decrease Change Increase Index Decrease Change Increase  Index
What is your evaluation of the level
of general business activity? 17.8 56.6 256 7.8 304 270 358 54
Company Business Indicators
New Orders 16.8 61.1 220 52 282 304 362 8.0
Shipments 20.1 479 320 119 272 330 325 53
Unfilled Orders 243 622 133 -11.0 262 542 159 -103
Delivery Time 123 783 7.1 -5.2 196 65.0 12.4 7.2
Inventories 324 480 196 -129 29.1 432 24.5 4.6
Prices Paid 7.0 69.0 23.8 16.8 64 613 29.5 23.1
Prices Received 99 794 74 2.5 112 73.1 10.9 03
Number of Employees 14.8 702 15.0 0.1 22.8 592 15.7 -7.0
Average Employee Workweek 15.6 69.3 15.1 0.5 29.1 528 15.4 -13.7
Capital Expenditures -— — — — 104 442 279 17.5
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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