BUSINESS OUTLOOK

July 2006

Activity in the region’s manufactur-
ing sector continued to expand in July,
but at a somewhat slower pace than in
June. Indicators for general activity,
new orders, and shipments remained
positive but fell from their readings last
month. Overall employment was re-
ported higher, but the average work-
week index was negative this month.
Firms continued to report a rise in
prices for inputs, and prices for the
firms’ own manufactured goods have
increased in recent months. Also this
month, the region’s manufacturing ex-
ecutives were somewhat more optimis-
tic about future activity than they were
in June.

Slower Growth This Month

The survey’s broadest measure of
manufacturing conditions, the diffusion
index of current activity, decreased
from 13.1 in June to 6.0 this month (see
Chart). The index is now at its lowest
reading since January of this year.
Twenty-nine percent of the firms re-
ported increased activity; 23 percent
reported decreased activity. The new
orders and shipments indexes both de-
creased almost eight points, and more
firms reported declines in unfilled or-
ders than reported increases. Delivery
times were, on balance, steady this
month.

The moderation in manufacturing
growth is not as apparent in replies to
questions about manufacturing em-
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ployment. The current employment
index strengthened, increasing six
points from its reading in June.
Twenty-one percent of the firms re-
ported increases in employment, up
from 17 percent in June. More firms
reported a shorter workweek (18 per-
cent) than reported a longer one (15
percent), and the average workweek
index recorded its first negative reading
in 14 months.

Higher Prices Reported

Respondents reported increased
costs for inputs again this month. The
prices paid index increased two points.
Fifty-three percent of the firms reported
higher input prices; only 3 percent re-
ported lower prices.

Twenty-four percent of the firms
reported higher prices for final manu-

factured goods, up slightly from 22
percent last month; 7 percent reported
decreases. The prices received index
increased three points this month.

Six-Month Forecast Improves
But Remains Cautious

Expectations for future manufactur-
ing growth showed improvement this
month: Indexes for general activity,
new orders, and shipments all increased
from their June readings. The future
general activity index increased nine
points, rebounding to approximately its
March 2006 level but remaining below
its average reading for the past year
(see Chart); the future new orders index
increased nine points; and the future
shipments index increased five points.
Despite the improvement in broad fu-
ture indicators this month, the future
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employment index dipped five points,
suggesting a greater degree of caution.
Twenty-nine percent of the firms ex-
pect to increase employment over the
next six months; 16 percent expect to
decrease it.

Special Questions

In special questions this month,
manufacturing firms were asked about
their own industry’s expected growth
for the remainder of this year (see Spe-
cial Questions). Slightly more firms
expect increases in industry output in
the second half than expect decreases:
39 percent of the firms indicated that
their industry’s output would increase
in the second half of this year; 33 per-
cent said it would decrease. However,
nearly 38 percent indicated that the an-
ticipated industry growth rate repre-
sented a deceleration from the first half
of the year; a slightly lower 30 percent

indicated that the anticipated rate repre-
sented accelerated growth from the first
half of the year.

Summary

Special Questions (July 2006)

1. What percent change do you anticipate
for your industry’s output in the second

half of 2006 over the first half?

Indicators of current activity sug-
gest continued growth of the region’s
manufacturing sector. Although in-
dexes for general activity, new orders,
and shipments all remained positive,
they were significantly lower than in
June. One-half of the firms surveyed
continue to report cost pressures, and
nearly a quarter reported higher prices

Total Expecting Increase
Increase of 5% or more
Increase of 3-4%
Increase of 1-2%

Total Expecting Decrease
Decrease of 1-2%
Decrease of 3-4%
Decrease of 5% or more

Expecting No Change

Total

38.8%
8.8%
20.0%
10.0%
32.6%
13.8%
6.3%
12.5%
28.6%
100.0%

for their manufactured goods, concerns
that were also reflected in the firms’
comments. Indicators for the next six

2. Does this represent an acceleration or
deceleration of growth from the first half

of 2006?

months suggest that firms are slightly
more confident about future conditions
this month, but the survey’s future in-
dicators remain below their average
levels over the past year.

Total Acceleration
Significant Acceleration

Some Acceleration

Total Deceleration
Significant deceleration

Some deceleration
No Change

Total

30.0%
3.8%
26.2%
37.5%
35.0%
2.5%
32.5%
100.0%

BUSINESS OUTLOOK July vs. June Six Months from Now vs. July
SURVEY : 3
Previous Previous
(July 2006) 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? 13.1 285 46.7 225 6.0 6.8 37.7 322 224 154
Company Business Indicators
New Orders 17.7 35.5 38.8 254 10.1 10.9 416 25.7 22.0 19.6
Shipments 17.7 32.3 45.7 22.0 10.2 14.4 41.9 26.7 22.9 19.0
Unfilled Orders -2.1 17.8 56.2 25.9 -8.1 -4.8 17.5 59.8 14.2 3.3
Delivery Times -1.2 12.8 73.0 14.2 -1.4 -8.6 14.3 67.2 11.1 3.2
Inventories -5.2 19.9 58.4 21.7 -1.8 -13.3 27.5 40.3 24.2 3.2
Prices Paid 48.7 52.9 44.5 2.6 50.3 50.0 51.5 34.2 59 45.6
Prices Received 14.0 23.9 68.2 6.8 17.1 31.6 40.1 48.4 3.3 36.8
Number of Employees 6.8 20.7 715 7.9 12.8 16.9 28.5 47.2 16.1 12.3
Average Employee Workweek 9.2 14.9 67.4 17.7 -2.8 -2.2 21.1 49.3 20.2 0.9
Capital Expenditures - - -- - -- 14.7 26.9 39.9 9.8 17.1
NOTES:
(1) TItems may not add up to 100 percent because of omission by respondents.
(2) All data are seasonally adjusted.
(8) Diffusion indexes represent the percentage indicating an increase minus the percentage indicating a decrease.
(4) Survey results reflect data received through July 18, 2006.





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


