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Manufacturing activity continues
to grow, according to respondents to
the May Business Outlook Survey.
For the third consecutive month, the
E diffusion index for overall activity re-

mains positive. Despite an apparent
increase in activity in recent months,
few firms report an increase in manu-
facturing employment, and prices of
manufactured goods remain steady.

CURRENT CONDITIONS

o On balance, business conditions in
the region’s manufacturing sector con-
tinue to improve. Although 51 percent
of respondents report no change in
activity from the previous month, the
percentage of firms reporting increased
activity (34 percent) outnumbers the
percentage reporting declines (14 per-
cent). The diffusion index for overall
activity, which has been positive for
the past three months, now stands at
19.6, down slightly from the 24.6 reg-
istered in April.

Individualindicators of manufactur-
ing activity has shown similar patterns
recently. The diffusion index for new
orders and shipments have remained
positive over the past four months,
though fewer firms reported increases
in May. While more than half of the
reporting manufacturers indicate no
change in new orders during May,
almost 28 percent indicate an in-
crease. This compares with 41 per-
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General Activity is Increasing But
Employment Is Stagnant
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cent of reporters indicating rising new
orders in April. Delivery times are
marginally shorter this month, and the
level of unfilied orders is down some-
what from the previous month. Inven-
tory levels remain generally steady at
reporting manufacturers.

Despite the increases in activity in
recent months, firms have not yet be-
gun toexpandpayrolis (see Chart). At

67 percent of the firms polled employ-
ment levels are unchanged from the
previous month. Firms reporting de-
clines in employment (18 percent) nar-
rowly outnumber those reporting in-
creases (14 percent). Employment
levels have stabilized somewhat in re-
cent months, with fewer firms reporting
declining payrolls. The percentage of
firms reporting increases in empioy-
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ment, however, has remained little
changed since the end of last year.

PRICES

Industrial prices remain generally
steady, according to Business Outlook
Survey reporters. About 86 percent of
surveyed firms reportno change in the
prices received for their products. The
overall diffusion index for manufactur-
ing prices has remained near zero for
the past three months. Nearly 70 per-
cent anticipate current prices will re-
main the same over the next six
months. About 26 percent of firms,
however, anticipate price increases in
the next six months, compared with
just 4 percent expecting price reduc-
tions.

Prices of raw materials and other
purchased inputs are steady at 79 per-
cent of polled firms. For input prices,
20 percentreportincreases overthose
of the previous month, and less than 1
percent report a reduction. Almost 34

percent of reporting firms forecast that
input prices will continue to rise over
the next six months, while 64 percent
anticipate no change.

OUTLOOK

Most survey participants remain op-
timistic that business conditions will
continue to improve. Sixty-one per-
cent anticipate increases in overall
activity in the next six months, and just
13 percent forecast a deterioration of
activity. Similar optimismis expressed
for both shipments and new orders.
Onbalance, reporters anticipate deliv-
ery times will remain steady and unfilled
orders will increase.

The recent rise in manufacturing
activity has been accompanied by a
slightly more favorable forecast for
employment in the next six months.
Although currently 54 percent of sur-
veyed manufacturersindicate noplans
to change current levels of employ-
ment, more than twice as many firms
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(31 percent) report plans to increase
employment as those reporting plans
to cut back on employment (15 per-
cent).

Increases in capital expenditures
are planned at 27 percent of the firms
polled; this compares with 13 percent
that expect to cut capital expendi-
tures. The largest block of reporters
(51 percent) indicates no change in
capital spending from current levels.

SUMMARY

The May Business Outlook Survey
indicates that manufacturing activity
continues to increase in the region.
New orders and shipments continue
to rise, although the percentage of
firms reporting increases declined in
May. Reporters anticipate continued
improvement in general business
conditions over the next six months
and marginal increases in employ-
ment levels.

May 1992
May Six Months from Now
VS, VvS.
Indicator Aorl May
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? 13.9 50.9 33.5 19.6 13.0 24.6 61.0 48.1
Company Buslness Indicators

New Orders ' 17.5 54.8 27.7 10.3 12.0 24.6 63.0 51.0
Shipments 16.5 533 28.9 12.4 12.1 221 59.5 47.4
Unfilled Orders 20.2 62.2 14.8 -5.4 13.7 58.6 27.7 14.0
Delivery Time 16.3 79.0 4.7 -11.85 11.9 735 14.6 26
Inventories 18.4 60.8 20.8 24 26.5 54.2 19.3 -7.1
Prices Paid 0.3 794 20.3 20.0 1.2 63.7 343 33.1
Pricas Received 6.5 86.3 7.2 0.8 43 69.5 26.2 21.9
Number of Employees 18.1 67.3 13.8 4.3 14.6 53.5 30.9 16.3
Average Employee Workweek 21.2 63.6 15.3 -5.9 12.5 61.6 25.1 12.6
Capital Expenditures — - —_ — 13.0 51.0 26.5 13.5

Notes: (1) Items may not add up to 100 percent because of ornission 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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