MANUFACTURING BUSINESS OUTLOOK SURVEY

April 2016

Firms responding to the Manufacturing
Business Outlook Survey reported no
improvement in business conditions this month.

Chart 1. Current and Future General Activity Indexes
January 2006 to April 2016
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readings (see Chart 1). The current new orders and shipments
indexes also fell this month. The percentage of firms (23
percent) reporting a rise in new orders was exactly offset by the
percentage reporting a decline. The current new orders index
decreased from 15.7 to zero this month, while the current
shipments index fell precipitously, from 22.1 to -10.8. The
unfilled orders and delivery time indexes suggested weakness,
as both indexes were in negative territory this month. Firms
continued to report overall declines in inventories.

The survey’s indicators of employment corroborate weakness
in the other broad indicators this month. The employment index
decreased 17 points and registered its fourth consecutive
negative reading. Nearly 62 percent of the firms reported no
change in employment this month, but the percentage
reporting decreases rose from 17 percent in March to 27
percent this month. Firms reported a notable decline in average
work hours: The index decreased 22 points and returned to
negative territory after last month’s first positive reading in
three months.

Output Prices Rise Slightly

Manufactured goods prices, on balance, rose slightly this
month. The prices received index increased 4 points, to 7.4, its
second consecutive positive reading (see Chart 2). But the

largest share of firms (75 percent) reported no change in prices
this month. Input price increases were reported by 15 percent
of the firms this month. The prices paid index, which had
remained negative for seven consecutive months, increased 14
points, to 13.2.

Outlook Improves Again this Month, Despite
Current Weakness

The survey’s future indicators bucked the trend of weakening
current indicators this month. The diffusion index for future
general activity increased from a reading of 28.8 in March to
42.2 this month. This is the highest reading for the index in 15
months (see Chart 1). The largest share of firms (51 percent)
expect an increase in activity over the next six months, while
only 9 percent expect declines. The future indexes for new
orders and shipments also moved higher this month, increasing
10 points and 7 points, respectively. The future employment
index also increased, from 6.3 to 14.2. More than 25 percent of
the surveyed firms expect to increase employment levels over
the next six months. This is slightly higher than the 22 percent
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that increased employment last month. The indexes for
future prices paid and received edged higher this
month, increasing 12 points and 8 points, respectively.

Spending on Security and Regulatory
Compliance Is on the Rise

In this month’s special questions, firms were asked
about recent trends in spending related to security
and regulatory compliance (see page 3). Sixty
percent of the responding firms reported higher
spending for cybersecurity/network security, while
31 percent reported higher spending for physical
security. The largest percentage of firms (74 percent)
reported increased spending for general regulatory
compliance, and 26 percent characterized those
increases as substantial. As a share of total capital
spending, spending devoted to data security (5
percent) exceeded spending for physical security (3
percent), and their combined total exceeded the
average share for regulatory compliance (6 percent).

Summary
This month’s Manufacturing Business Outlook Survey

suggests a relapse in growth of the region’s manufacturing

Chart 2. Current Prices Paid and Prices Received Indexes
January 2006 to April 2016
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forecasts for the next six months showed continued
improvement, suggesting that the reported decline in growth is
expected to be temporary.

sector. The survey’s indicators for general activity, new orders,
shipments, and employment all fell notably from their readings

in March. Despite reported weakness this month, firms’

MANUFACTURING April vs. March Six Months from Now vs. April
BUSINESS OUTLOOK SURVEY
April 2016 Previous Previous
Diffusion No Diffusion | Diffusion No Diffusion
Index Increase | Change | Decrease Index Index Increase | Change | Decrease Index

What i luati f the level

at Is your evaluation ol the feve 12.4 245 475 262 1.6 28.8 50.8 32.9 8.6 422
of general business activity?
Company Business Indicators
New Orders 15.7 22.9 51.9 22.9 0.0 38.8 55.7 33.7 6.9 48.7
Shipments 22.1 17.5 52.6 28.4 -10.8 34.2 48.8 35.6 7.8 41.0
Unfilled Orders -1.9 10.7 70.7 17.0 -6.3 12.4 25.6 58.7 9.8 15.8
Delivery Times 0.3 4.2 80.0 14.1 -9.9 -3.7 12.1 71.1 11.6 0.5
Inventories -12.7 13.1 53.3 336 -20.5 -14.0 18.2 56.2 221 -3.9
Prices Paid -0.9 15.4 80.4 2.2 13.2 24.7 36.7 56.9 0.0 36.7
Prices Received 3.5 15.2 75.4 7.8 7.4 15.1 31.2 52.9 8.6 22.6
Number of Employees -1.1 8.0 61.8 26.5 -18.5 6.3 25.1 54.2 10.9 14.2
Average Employee Workweek 5.7 5.9 70.7 22.0 -16.2 9.2 21.1 62.8 8.6 12.5
Capital Expenditures -- - - -- -- 13.3 27.2 46.3 14.6 12.7
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 April 18, 2016.
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OS ' SPECIAL QUESTIONS

Special Questions (April 2016)
1. How has your company's total spending for the following categories changed over the
past few years?
Data and Network Security Percent*
Decreased Substantially 1.5 | Decrease
Decreased Modestly 3.1 4.6
Not Changed 35.4
Increased Modestly 47.7 | Increase
Increased Substantially 12.3 60.0
Physical Security (Plant, Employees, Transportation) Percent*
Decreased Substantially 0.0 | Decrease
Decreased Modestly 3.1 3.1
Not Changed 65.6
Increased Modestly 25.0 | Increase
Increased Substantially 6.3 31.3
General State and Federal Regulatory Compliance (EPA, OSHA, FDA, etc.) Percent*
Decreased Substantially 0.0 | Decrease
Decreased Modestly 0.0 0.0
Not Changed 26.2
Increased Modestly 47.7 | Increase
Increased Substantially 26.2 73.9
2. Approximately what percentage of current capital spending does your company devote
to the same categories?
Average Share

(Percent)
Data and Network Security 4.7
Physical Security (Plant, Employees, Transportation) 2.8
General State and Federal Regulatory Compliance (EPA, OSHA, FDA, etc.) 5.8
Total 13.3
*Totals may not sum to 100 percent due to rounding.
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