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The region’s manufacturers report an
improvement in general business
conditions again this month, although
some indicators moderated from their
readings in the previous month.
Responses to this month’s Business
Outlook Survey also suggest an increase
in manufacturing employment. The
responses indicate that firms are
experiencing some upward pressures on
input prices but virtually steady output
prices. The firms’ manufacturing
forecasts deteriorated from levels
recorded in the previous survey.

Manufacturing Growth Continues

Although most survey indicators
recorded positive readings this month,
survey responses paint a mixed picture of
growth in the manufacturing sector.
Strength is evident in the current general
activity index, which increased from 12 in
Augustto 17.6. Nearly 31 percent of
manufacturers polled reported an increase
in overall business; 13 percent reported a
decrease. This month’s general activity
index is at its highest reading since May
(see chart). In addition, the manufacturers
surveyed suggest an increase in
employment: the percentage of firms
reporting the addition of workers (18
percent) was higher than the percentage
subtracting workers (8 percent). The
current employment index increased from
6.4109.9.

Most other indicators, on the other
hand, suggest moderating growth. Both
the current new orders and shipments
indexes, which remained positive, fell
from their levels in the previous month:
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the current new orders index fell from 19.8
t0 6.9, and the current shipments index fell
from 18.8t05.5. Customers’ orders are
being met with increased speed and firms
reported declines in unfilled orders. The
index for delivery times dropped from 0.1
to-11.3 while the unfilled orders index fell
from 3.5 t0 -6.9. Finally, even though
firms reported higher employment levels,
they also reported a reduction in hours
this month: the average workweek index
fell from 5.7 t0-5.6, as 19 percent of firms
reported workweek reductions and 13
percent reported increases.

Input Price Pressures Present, But
Steady

For the seventh consecutive month,
the percentage of firms reporting a rise in

input prices (15 percent) exceeded the
percentage reporting a decline (4 percent).
Input price pressures, however, are little
changed from the previous month—the
current prices paid index remained
virtually unchanged (it increased only
slightly from 11.5 in Augustto 11.8).
Prices of final manufactured goods
are reported steady: nearly 84 percent of
the manufacturers reported no change in
prices during the month. The percentage
of firms reporting a decline in prices (9
percent) was slightly higher than the
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percentage reporting an increase (7 per-
cent). The current prices received index
dropped below zero, declining from 2.8 in
August to -1.6 this month.

Manufacturing Forecasts Falter
This Month

Perhaps because of weaker growth,
firms are notably less optimistic about
future growth this month. For the first
time in 1 | months, the percentage of firms
expecting decreases in overall business
over the next six months (34 percent) is
greater than the percentage expecting
increases (26 percent). The diffusion
index of future activity declined markedly
from 11.4 to -8.2 (see chart). Although the
general activity index suggests a decline
in activity is expected over the next six

months, other indicators suggest growth
will continue, but at a slower pace. The
future new orders index remains positive
but declined from 24.5 in Augustto 11.9
this month. Similarly, the future
shipments index fell from 15.4 t0 8.0.
Unfilled orders are expected to decline
and delivery times will shorten, according
to those surveyed.

Expectations regarding future
employment growth diminished only
slightly this month: the future
employment index remained positive and
declined from 12.1 to 9.4. Although nearly
59 percent of those polled expect no
change in employment, the percentage
expecting to add to payrolls (25 percent)
is higher than the percentage expecting to
make cuts (16 percent).

Summary

Most survey indicators this month
suggest continued growth in the region’s
manufacturing sector but portray a mixed
picture about the rate of growth.
Indicative of recent strength, the survey’s
general activity index and employment
index have shown some positive
improvement in the past two months.
Although some input price pressures are
prevalent, prices of final manufactured
goods are holding steady. Firms’
expectations for the next six months
showed notable deterioration this month.
What is not known is whether the
deterioration is due to expectations of a
general slowdown over the next six
months or to belief that the current
healthy pace of growth cannot continue.

Six Months from Now vs. September

F BUSINESS OUTLOOK SURVEY
Summary of Returns
September 1999 September vs. August
No Diffusion No Diffusion
Decrease Change Increase Index Decrease Change Increase Index

What is your evaluation of the level
of general business activity? 13.0 556 30.6 17.6 342 399 259 -82

Company Business Indicators
New Orders 238 444 30.7 69 279 324 39.7 119
Shipments 21.1 49.1 266 55 28.6 319 365 80
Unfilled Orders 248 543 17.8 69 213 594 156 57
Delivery Times 200 673 87 -11.3 28 59.1 132 9.5
Inventories 238 549 20.6 3.1 233 562 205 28
Prices Paid 35 802 152 11.8 85 59.5 315 230
Prices Received 89 83.8 73 -1.6 123 703 16.1 37
Number of Employees 82 72.8 18.0 99 15.7 58.7 25.1 94
Average Employee Workweek 186 670 129 -5.6 19.1 61.0 185 0.6
Capital Expenditures — — — — 6.1 41.1 307 246

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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