USINESS OUTLOOK

November 2012

Firms responding to the November Busi-
ness Outlook Survey reported declines in busi-
business activity this month following the
disruptive effects of Hurricane Sandy on the
region. The survey’s indicators for general
activity, which had shown improvement in
October, fell back into negative territory this
month. Firms reported slight declines in
shipments, employment, and hours worked.
Indicators for the firms’ expectations over
the next six months were near their levels in
the previous month, but expectations for
future employment and capital spending
have weakened in the last two months.

Indicators Suggest Diminished Activity

The survey’s broadest measure of manu-
facturing conditions, the diffusion index of
current activity, decreased 16 points, to a
reading of -10.7. The fallback of the general
activity index followed a single positive read-
ing in October that was preceded by five neg-
ative monthly readings (see Chart). Nearly 32
percent of firms reported declines in activity
this month, while 21 percent reported in-
creases. The demand for manufactured
goods, as measured by the current new or-
ders index, declined 4 points from last month
and remains in negative territory. Shipments
also fell this month: The current shipments
index fell 7 points, to -6.7. Declines in inven-
tories were also more widespread this month;
31 percent of firms reported declines com-
pared with 21 percent in October.

Labor market conditions at the reporting
firms remained weak this month. The current
employment index, at -6.8, was slightly im-
proved from its negative reading in October
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(-10.7) but has remained negative for five
consecutive months. The percentage of firms
reporting decreases in employment (20 per-
cent) exceeded the percentage reporting in-
creases (13 percent). Firms also indicated
fewer hours worked: The average workweek
index was virtually unchanged but posted its
eighth consecutive negative reading.

Price Indexes Drift Higher

The indexes for prices paid for purchased
inputs and for prices received for respond-
ents’ own manufactured goods moved higher
this month. The prices paid index increased
from 19.0 to 27.9, but the increase was at-
tributable to fewer firms reporting lower
prices rather than more firms reporting price
increases. With respect to their own manufac-
tured goods, the percentage reporting an in-
crease in product prices (16 percent) was
greater than the percent reporting a decrease
(10 percent). The prices received index in-
creased marginally, from 5.4 to 6.3.

Six-Month Indicators Are Mixed

Most of the survey’s future indicators sug-
gest modest optimism among the reporting
manufacturers. The future general activity
index fell modestly from 21.6 to 20.0 (see
Chart 1). The percentage of firms expecting
increases in activity over the next six months
(43 percent) exceeded the percentage expect-
ing decreases (23 percent) by a significant
margin. The indexes for future new orders
and shipments improved modestly, rising 3
and 7 points, respectively. The future em-
ployment index also fell from 8.0 to 4.2, its
second consecutive month of decline. Firms’
expectations for future capital spending have
also shown weakness in the last two months;
the index registered its second consecutive
negative reading.

In supplemental questions, firms were
asked about disruption in business following
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Hurricane Sandy, which passed through the

region in the final days of October (see Special Special Questions (November 2012)
Questions). The average number of days on

hich firms experienced r ivi
which S expe e. ced eduf:ed a.chv.lty For how many business days, if any, did your establishment experience a reduction
was 2.2. Nearly a third of the firms indicated in business activity as a result of the storm?
that activity was reduced for three days or Out of those days on which activity was reduced, how many days was your business
more. Out of the number of days on which 40.0% shut down or severely crippled?
activity was reduced, the average length of '
time that businesses were either shut downor | 35.0%

severely crippled was 1.3 days.

37.3%

30.0%
Summary 25.0%
The November Business Outlook Survey 20.0%

suggests that activity in the region’s manufac-
turing sector fell back this month. Firms re- 15.0%
ported declines in overall activity, new or-
ders, shipments, and employment. But the
influence of the recent storm in terms of lost 5.0%
production in the short run and reduced ac-
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tivity for longer periods was evident in firms’ 0.0%
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responses to questions about the storm’s im- . e : ;
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pact on business activity. The survey’s future
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activity indexes suggest that firms expect
growth over the next six months; however,
expectations for future employment and capi-
tal spending continue to show moderation.
BUSINESS OUTLOOK November vs. October Six Months from Now vs. November
SURVEY _ ;
Previous Previous
November 2012 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? 5.7 21.1 47.2 317 -10.7 21.6 431 31.8 | 23.0 20.0
Company Business Indicators
New Orders 0.6 274 40.6 32.0 -4.6 21.2 454 336 21.0 245
Shipments -0.2 26.4 40.5 33.1 -6.7 20.6 47.9 30.3 20.7 27.2
Unfilled Orders -6.3 14.8 63.3 194 -4.6 10.7 20.2 57.0 16.4 3.8
Delivery Times -15.9 104 62.4 24.2 -13.8 -0.3 12.7 64.9 17.7 -5.0
Inventories 21 18.7 50.0 31.3 -12.5 0.5 234 51.9 23.7 -0.2
Prices Paid 19.0 28.8 69.1 0.9 27.9 49.1 517 483 0.0 517
Prices Received 5.4 16.3 72.7 10.0 6.3 14.9 22.3 64.5 8.6 13.7
Number of Employees -10.7 12.8 65.9 19.6 -6.8 8.0 221 58.5 18.0 4.2
Average Employee Workweek -7.6 174 52.9 23.6 -6.2 11.1 24.6 53.7 16.7 7.9
Capital Expenditures - - - - - -1.9 19.5 54.0 19.7 -0.2
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 November 13, 2012.




