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Business activity in the manufactur-
ing sector is holding steady, according
to the February Business Outlook Sur-
vey. The majority of manufacturers
polled report no change in overall activ-
ity from the previous month. Although
some indicators show marginalimprove-
ment, most continue to show overall
weakness in the manufacturing sector.

CURRENT CONDITIONS

The diftusion index for overall busi-
ness conditions, which now stands at
-0.9, indicates that manufacturing activ-
ity is flat. The index has remained near
zerofor the past two months. Nearly 54
percent of manufacturers polled report
no change in activity levels in February.
Shipments were also steady, as 50 per-
cent of the polled manufacturers report
nochange andthe percentage reporting
increases was nearly the same as those
reporting decreases.

On the positive side, manufacturers
report a marginal improvement in new
orders for February. The new orders
diffusion index, which stood at -3.0 in
January, now stands at 13 this month
(see Chart). About 33 percent of those
firms surveyed report higher new orders
this month, compared with just 19 per-
cent in January. The diffusion index for
unfilled orders, while slightly negative at
-2.8, improved from -23.5 in January.
About 20 percent of those polled report
an increase in unfilled orders in Febru-
ary, compared with just 7 percent that
reported an increase in the previous
month. The increase in firms reporting

unfilled orders suggests higher produc-
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tion in the near term.

Employment levels continue to re-
flectthe overall weakness in the region’s
manufacturing sector. Nearly 64 per-
cent of survey respondents indicate no
change in the number of workers in
February. Only 8 percent of manufac-
turers are adding workers this month,
compared with 27 percent reporting a
reduction. The employment diffusion
index, which was at -4.9 in January, now
stands at -19.5.

PRICES

Survey responses suggestthat prices
received for manufactured goods are
being constrained by weak demand and
competition. The substantial majority
(79 percent) report no change in prices
in February, and 19 percent report price
declines. The diffusion index of prices
received remains nearits lowest level in
the 24-year history of the series.

Somewhat similar price pressure for
raw materials and other purchased in-
puts is evident from survey responses--

the diffusion index for prices paid s also
low relative to its 24-year history. About
81 percent report no change in input
prices in February, and only 14 percent
observe increases.

THE OUTLOOK

Even though the manufacturing sec-
tor remains weak, responderts expect
conditions to improve within the next six
months. Only a small percentage of
firms (4 percent) see a deterioration of
activity duringthe next sixmonths. About
20 percent expect current activity levels
to prevail, but most, 69 percent, expect
improvement.

With respect to employment levels,
area firms are more cautious. A little
morethanhalf of those contactedsee no
change in the total number of workers
over the next six months and about 30
percent expect an increase over this
period. The diffusion index for future
employment now stands at 14.4. Firms
are also projecting longer average work-
weeks.

Summary of Returns
February 1992

On the price front, 61 percent of
firms anticipate steady prices for their
manufactured goods over the next six
months while nearly 31 percent expect
increases. Although most reporters
expect no change in the prices of raw
materials and other purchased inputsin
the next six months, 38 percent expect
input prices to increase. Only 2 percent
expect input prices to decline.

SUMMARY

Business Outlook Survey respon-
dents indicate that the region's manu-
facturing sector remains flat. Despite
marginal improvement in some indica-
tors (most notably, new orders), most
indicators suggest continued sluggish-
ness. Six-month forecasts indicate that
few firms expect a further deterioration
in activity. Alarge percentage of report-
ers remain optimistic that conditions will
improve by summer.

BUSINESS OUTLOOK SURVEY

February Six Months from Now
vs. vS.
January February
Indicator
No Diffusion No Diffusion|
Decrease | Change| Increase | Index | Decrease|Change | Increase| Index
General Business Conditions
What is your evaluation
of the level of general
business activity? 23.2 53.5 223 -0.9 4.4 20.1 69.1 64.7
Company Business Indicators

New Orders 19.9 486.7 32.9 13.0 12.0 20.6 64.2 52.2
Shipments 21.7 50.1 241 25 9.6 29.8 56.7 47.2
Unfilled Orders 22.6 53.6 19.8 -2.8 13.1 55.5 31.4 18.2
Delivery Time 16.0 75.1 7.3 -8.7 5.8 84.4 7.8 2.0
Inventories 26.2 58.5 13.6 -12.6 259 45.3 26.2 0.3
Prices Paid 4.8 80.7 13.5 8.8 1.5 58.8 38.0 36.4
Prices Received 19.2 78.5 2.2 -17.0 6.4 60.6 31.3 24.9
Number of Employees 27.4 63.7 7.9 -19.5 15.6 52.6 30.1 14.4
Average Employee Workweek 22.8 62.6 11.9 -10.9 6.8 61.0 28.2 21.4
Capital Expenditures — — — — 11.7 39.2 40.1 28.4

Notes: (1) ltems 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 jndicating an increase minus the percentage indicating



