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This Summary of Returns reports on the October
responses to the Business Outlook Survey conducted by
the Federal Reserve Bank of Philadelphia. Its purpose
is to provide an insight into Third District business
conditions. The survey sample polls manufacturing firms
with 500 or more employees.

Area businessmen continue to foresee a slowdown in the economy.
The current Business Outlook Survey shows that seven out of ten manu-
facturers in the Third Federal Reserve District anticipate either a
decline or no change in the level of general business activity over the
next six months. DBy an even larger margin, they expect employment either

to hold the line or drop off during the same period. Inflationary

expectations on the part of business executives remain strong as well.
Underlying this bearish outlook of regional manufacturers is
the expected softness in new orders, shipments, and order backlogs.
Feyer than two out of five respondents have rising expectations for new
orders and Shipmgnts, while less than a quarter foresee a step-up in

unfilled orders six months hence. With a projected weakening of product

demand, most manufacturers plan ejther to halt inventory accumulation
or actually to liquidate some of their existing stocks.

With a slippage in sales and a dip in stocks in prospect,
businassmen also will have to cut back on production schedules. Yet,

most manufacturers indicate they intend to maintain the present size of

their labor force. This suggests decliming productivity, rising costs
per unit of output, and a squeeze on profits--all of which are classic

characteristics of a business slowdown.




The outlook for prices is that inflation will continue.

Over

60 per cent of the businessmen responding expect prices to be higher

six months from now.

remains, at least for businessmen, a distant goal.
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The return to some semblance of price stability
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NOTE

Items may not add to 100 per cent

because of omisslon by respondents.




