BUSINESS OUTLOOK

July 2010

Results from the Business Outlook Survey
suggest that regional manufacturing activity
continues to expand in July but has slowed
over the past two months. Surveyed firms
reported a decline in new orders this month
compared with June. Employment showed a
slight improvement this month. The survey’s
broad indicators of future activity continue to
suggest that the region’s manufacturing ex-
ecutives expect growth in business over the
next six months, but optimism has waned
notably in recent months.

Indicators Suggest Slower Growth

The survey’s broadest measure of manu-
facturing conditions, the diffusion index of
current activity, decreased from a reading of 8
in June to 5.1 in July. The index, although still
positive and suggesting growth, has fallen for
two consecutive months (see Chart). Indexes
for new orders and shipments also suggest a
slowing this month: The new orders index fell
13 points, to its first negative reading in 12
months, and the shipments index decreased
10 points but remained positive. Indicating
weakness, indexes for both delivery times
and unfilled orders fell and were in negative
territory this month.

Firms indicated a slight increase in em-
ployment this month. The percentage of
firms reporting increases in employment (13
percent) narrowly edged out the percentage
of firms reporting decreases (9 percent). In-
dexes for both employment and average
workweek were slightly positive this month
after registering negative readings in June.
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Firms Report Lower Prices for Products

On balance, firms reported declines in
prices for their own manufactured goods:
Slightly more firms reported decreases in
prices (16 percent) than reported increases (8
percent). The largest percentage, 76 percent,
reported no change in prices for their manu-
factured goods. Firms reported somewhat
less cost pressures over the past two months.
Although the prices paid index increased 3
points this month, it remains 22 points below
its reading of just two months ago.

Manufacturers Expect Continued Growth
The future general activity index remained
positive for the 19th consecutive month but
fell 15 points, to a reading of 25.0, its lowest in
16 months (see Chart). The future new orders
and shipments indexes also declined notably,
falling 22 and 13 points, respectively. For the
15th consecutive month, the percentage of
firms expecting employment to increase over

the next six months (30 percent) exceeded the
percentage expecting declines (17 percent).
The future employment index decreased 7
points and is at its lowest level in eight
months.

In special questions this month, firms
were asked about seasonal plant shut-
downs or slowdowns during the summer
(see Special Questions). About 25 percent
of the surveyed firms indicated that it was
normal to schedule such slowdowns dur-
ing the summer months, nearly the same
as in the previous year. About one-third
indicated that they would schedule them
this year, compared with 49 percent last
year. Forty-eight percent of the firms
scheduling shutdowns/slowdowns indi-
cated that production decreases for July
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would be greater than usual; however, 62
percent indicated so last year. Nearly 44
percent indicated production declines for
August would be greater than usual,
compared with 49 percent last year.

Summary

According to respondents to the July Busi-
ness Outlook Survey, regional manufacturing
activity continues to expand, but indicators
for new orders and shipments have been

SPECIAL QUESTIONS (July 2010)

1) Do you normally schedule seasonal plant shutdowns or production slowdowns dur-
ing the summer months?

2010 2009 2006
Yes 254 27.6 30.2
No 71.6 71.1 64.0
NR 3.0 1.3 5.8

2) Will you schedule plant shutdowns or production slowdowns during the summer
months this year?

2010 2009 2006
suggesting a slowdown over the past two Yes 32.8 48.7 33.7
months. Firms reported declines in prices for No 65.7 50.0 59.3
their products and some moderation in input NR 15 1.3 7.0
price pressures over the past few months. If yes, which of the following best characterizes your expected shut-
Firms expect continued growth in their man- downs/slowdowns for this month and next?
ufacturing business over the next six months, 2010 2009 2006
but along with a slide in current indicators, July | August| July | August| July | August
confidence slipped noticeably this month. Production decreases greater than 47.8 43.8 62.2 48.6 414 17.2
usual
Production decreases about the same | 43.5 313 27.0 21.6 44.8 41.4
as usual
Production decreases less than usual 4.3 6.2 5.4 2.7 13.8 6.9
Unsure/too early to predict 4.3 18.7 0.0 13.5 - -
NR - - 54 13.5 0.0 34.5
BUSINESS OUTLOOK July vs. June Six Months from Now vs. July
SURVEY , .
Previous Previous
]u ly 2010 Diffusion No Diffusion | Diffusion No Diffusion
Index Increase | Change Decrease Index Index Increase | Change | Decrease Index
What is your evaluation of the level
of general business activity? 8.0 27.6 487 225 5.1 40.2 411 401 16.1 25.0
Company Business Indicators
New Orders 9.0 29.1 37.0 33.4 -4.3 39.7 40.8 33.1 229 17.9
Shipments 14.2 28.6 45.7 245 4.0 34.2 41.5 36.1 19.8 21.7
Unfilled Orders -0.1 15.7 57.1 243 -8.6 9.2 21.2 50.6 249 -3.7
Delivery Times 6.8 13.5 63.0 21.5 -8.1 -8.3 12.0 61.3 23.6 -11.6
Inventories 4.6 23.8 56.8 19.3 4.5 1.8 17.2 49.9 31.0 -13.8
Prices Paid 10.0 24.6 63.9 11.5 13.1 28.3 37.3 52.8 9.8 27.5
Prices Received -6.5 7.7 76.1 16.2 -8.4 17.0 26.8 55.1 16.7 10.1
Number of Employees -1.5 13.2 774 9.2 4.0 19.5 29.8 53.1 17.2 12.6
Average Employee Workweek -1.5 20.0 61.8 18.2 1.7 25.2 26.5 49.7 17.0 9.5
Capital Expenditures - - - - -~ 3.0 31.3 40.5 22.7 8.6
NOTES:
(1) Items may not add up to 100 percent because of omission by respondents.
(2) All data are seasonally adjusted.
(3) Diffusion indexes represent the percentage indicating an increase minus the percentage indicating a decrease.
(4) Survey results reflect data received through July 13, 2010.




