Economic Research Division

The region's manutacturing sec-
tor continued to improve, according to
results from the November Business
Outlook Survey. Foliowing three con-
secutive monthsin the negative range,
the survey's broadest measure of eco-
nomic performance turned positive in
September and hasincreased steadily
forthe pasttwo months. The manufac-
turing firms surveyed report increases
in both shipments and new orders.
Overail manufacturing employment is
reported steady, and firms indicate
stability in the price of both inputs and
finished manufactured goods. Al-
though most of the survey’s indicators
of future economic activity declined
this month, forecasts remain generally
optimistic. This month’s indicators for
future prices also suggest that expec-
tations of price increases moderated.

CURRENT CONDITIONS

The survey’s broadest measure
of manufacturing activity, the general
activity diffusion index, increased from
15.1 in October to 22.4 this month.
About 31 percent of those responding
to the survey report increases in activ-
ity, and 8 percent reportdeclines. The
diffusion index for new orders also
increasedfrom 15.1in Octoberto24.8;
nearly one-third of the reporting firms
registeredincreasesin new orders this
month. The current shipment index
and the unfilled orders index, at 7.7
and 3.5, respectively, remain positive.
Delivery times are reported steady at
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Six-Month Forecasts for Manufacturing Prices
(January 1891 to November 1993)
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nearly 77 percentofthe reporting firms:
12 percent indicate a decline in deliv-
ery time, and 10 percent report an
increase.

Following a one-month surge
above zero last month, the survey’s
diffusionindex for currentempioyment
fell back to -3.1 this month; the index
has remained below zeroin five of the
last six months. About 79 percent of
the manufacturers report no changein
employment this month, compared
with 9 percent reporting increases and
12 percent reporting declines. On
balance, the average workweek edged
lower this month; the diffusion index
now registers a reading of -5.7.

PRICES

Manufacturing firms report near
steady prices for purchased inputs in
November. About 75 percent of those
polled report no change in input prices,
and firms reporting increases (15 per-
cent) only narrowly exceed those re-
porting declines (10 percent). The dif-
fusion index for current prices paid,
which dipped below zero in October
(-0.1), increased marginally to 5.4 this
month.

The current diffusion index for
prices received, which has remained
below zero for five of the last sixmonths,
increased from-11.5in October to -4.1
this month. Nevertheless, a significant
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percentage of manufacturers (12 per-
cent) report declines in manufacturing
prices this month and continue to out-
number those reporting increases (8
percent).

The survey's indicators for future
manufacturing prices declined this
month, suggesting that price expecta-
tions have moderated. The current
readings of both the future prices paid
and prices received diffusion indexes
are now near their lowest levels in
three years (see Chart). Althoughthe
percentage of firms expecting price
increases for their own manufactured
goods (20 percent) outnumbers the
percentage expecting price reductions
(12 percent), the diffusion index, at
8.1, is at its lowest level in over three
and one-half years.

OUTLOOK

Most of the survey’s future eco-
nomic indicators declined modestly
this month. Looking ahead sixmonths,

amaijority of respondents (55 percent)
forecast anincrease in general activity
for their businesses. The future gen-
eral activity index, which registered
46.8 in October, declined to 40.3 this
month. Although the index has been
trending up over the past few months,
it remains below levels recorded over
most of the previous year. More than
one-half of the manufacturers expect
increases in neworders and shipments
over the next six months (60 percent
and 55 percent, respectively). On bal-
ance, the firms polled expect an in-
crease in unfilled orders but a shorten-
ing in average delivery time.

With respect to their hiring plans,
24 percent ofthe polled firms expectto
add workers in the next sixmonths, but
17 percent expect to make cuts. The
index for future employment, which
had been trending up in the past few
months, dropped from 15.0in October
to 6.7 this month. The future employ-
ment index, however, remains above

BUSINESS OUTLOOK SURVEY

Summary of Returns
November 1993

the levels recorded over the previous
six months. With regard to their plans
for capital expenditures, firms appear
more optimistic. About 43 percent of
the firms report plans to increase capi-
tal spending in the next six months,
with only 3 percent expecting a de-
cline.

SUMMARY

The recent growth in manufactur-
ing appears to be continuing, accord-
ingto the November Business Outlook
Survey. Nearly one-third of the firms
polled report increases in new orders
this month and three-fifths of the firms
expect increases over the next six
months. Polled firms report steady
employment levels this month and
continued steady prices. Although
most future indicators show a modest
declinethis month, manufacturershave
a generally positive outlook for the
next six months.

November Six Months from Now
vs. VvS.
Indicator October November
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? 8.2 60.1 30.6 22.4 14.3 29.0 54.6 40.3
Company Business Indicators

New Orders 7.2 60.0 31.9 248 11.2 28.3 60.2 49.0
Shipments 1541 62.2 22.7 7.7 105 34.7 54.8 443
Unfilled Orders 8.2 75.0 11.7 3.5 14.7 62.9 20.3 5.6
Delivery Time 11.8 76.5 10.3 -1.5 18.8 72.5 6.9 -11.8
Inventories 18.3 541 27.4 9.1 26.5 56.5 15.4 -1141
Prices Paid 9.8 74.9 15.3 5.4 6.2 64.6 27.6 21.4
Prices Received 12.3 78.2 8.2 -4.1 11.5 68.9 19.6 8.1
Number of Employees 11.8 79.2 8.7 -3.1 17.3 57.5 24.0 6.7
Average Employee Workweek 11.6 79.2 5.9 -5.7 115 59.9 28.6 17.1
Capital Expenditures — - J — — 3.0 J 46.7 43.4 J 40.4

Notes:(1) tems 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.




