USINESS OUTLOOK

November 2013

Manufacturing growth in the region
continued in November but did not match the
pace of growth in the preceding month,
according to firms responding to this month’s
Business Outlook Survey. The survey’s broad-
est indicators for general activity, new or-
ders, shipments, and employment were posi-
tive, signifying growth, but readings for each
fell from October. The survey's indicators of
future activity also moderated but continue
to suggest general optimism about growth
over the next six months.

Indicators Suggest Modest Expansion

The survey’s broadest measure of manu-
facturing conditions, the diffusion index of
current activity, declined from 19.8 in Octo-
ber to 6.5 this month (see Chart). The index
has now been positive for six consecutive
months. The percentage of firms reporting
increased activity this month (30 percent)
was greater than the percentage reporting
decreased activity (24 percent).

Both the current shipments and new or-
ders indexes remained positive but fell from
their readings in October. The demand for
manufactured goods, as measured by the
current new orders index, decreased 16
points, to 11.8. Nearly 35 percent of the
firms reported a rise in new orders, com-
pared with 41 percent last month. Ship-
ments continued to expand, but its index fell
15 points, to 5.6.

Labor market indicators showed little
improvement this month. The current em-
ployment index fell 14 points from its read-
ing in October (which was at a two-year
high), to 1.1. Nearly 13 percent of the firms
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reported increases in employment, which is
lower than the 23 percent that reported in-
creased employment last month. Firms, on
balance, reported lower work hours, with
the average workweek index falling from 8.5
to -8.6 this month.

Cost pressures were slightly more wide-
spread this month among reporting firms:
The prices paid index increased 8 points, to
29.9. But with respect to prices received for
manufactured goods, 15 percent of the firms
reported higher prices, and 5 percent report-
ed lower prices. The prices received index
decreased 4 points, to 10.0.

Six-Month Indicators Moderate

The survey’s future indicators have re-
cently suggested markedly improved opti-
mism. This month, however, the future gen-
eral activity index fell 15 points, to 45.8 (see
Chart). Still, more than 55 percent of the
firms expect increases in activity over the

next six months; 10 percent of the firms indi-
cated that they expect decreases over the
next six months. The indexes for future new
orders and shipments also remained at rela-
tively high levels but fell 16 points and 11
points, respectively. The future employ-
ment index was virtually unchanged at 26.9,
with nearly 35 percent of the firms expecting
to increase employment over the next six
months.

Utilization Rate Restraining
Capital Spending Plans

For this month's special questions, manu-
facturers were asked about current capacity
utilization rates compared with the same
time last year, as well as their plans for capi-
tal spending (see Special Questions). The
average capacity utilization rate among the
firms polled was nearly 78 percent, which
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was an increase from the rate indicated one
year earlier (76 percent). The share of firms
expecting to increase their capital spending
on plant and equipment (29 percent) next
year was only slightly greater than the share
planning reductions (23 percent). The cur-
rent utilization rate among firms expecting
to increase spending on plant and equip-
ment (84 percent) was notably higher than
those expecting to decrease spending (74
percent).

Summary

According to respondents to the Novem-
ber Business Outlook Survey, the region’s
manufacturing sector continued to grow this
month, although most broad indicators were
lower than in the preceding month. Firms
remained optimistic about future growth,
although future indicators moderated from
readings in October. Firms” employment
forecasts for the next six months remained
optimistic, with more than one-third expect-
ing to add workers.

Special Questions (November 2013)

1. Which of the following best characterizes your plant’s current and past capacity utilization

rate?
Capacity Utilization Current Same Time Last Year
Rate (% of reporters) (% of reporters)

Less than 60% 9.6 6.7
60%-65% 8.2 12.0
65%-70% 8.2 10.7
70%-75% 20.6 21.3
75%-80% 9.6 16.0
80%-85% 12.3 10.7
85%-90% 11.0 12.0
90%-95% 11.0 6.7
95%-100% 9.6 4.0
N.R. 5.5 2.7
Average Utilization Rate* 77.8 75.6

2. Is your firm increasing or decreasing spending on pla

nt and equipment over the next year?

(% of reporters)

Average Current Utilization

Increasing 28.6 83.6
Decreasing 23.4 74.3
Same as 2013 455 75.7
N.R. 2.6

*Calculation based on industry-weighted responses.

BUSINESS OUTLOOK November vs. October Six Months from Now vs. November
SURVEY Previous Previous
November 2013 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? 19.8 303 45.9 2338 6.5 60.8 553 317 9.5 45.8
Company Business Indicators
New Orders 27.5 34.9 42.0 23.1 11.8 63.7 55.5 35.9 8.0 475
Shipments 20.4 324 40.8 26.8 5.6 53.8 55.6 28.8 12.9 42.7
Unfilled Orders 9.1 16.1 63.4 20.3 -4.2 17.8 17.9 75.0 3.6 14.3
Delivery Times 6.1 15.7 69.7 12.5 3.2 -2.3 14.8 71.6 11.3 35
Inventories 7.3 30.5 51.8 15.2 15.3 9.4 22.2 56.1 17.7 4.5
Prices Paid

21.7 29.9 70.1 0.0 29.9 46.1 46.9 53.1 0.0 46.9
Prices Received 14.2 15.4 79.3 5.3 10.0 35.6 385 61.5 0.0 38.4
Number of Employees 15.4 12.5 76.1 114 1.1 27.2 34.5 57.8 7.7 26.9
Average Employee Workweek 8.5 12.2 67.0 20.7 -8.6 9.3 27.2 61.1 10.0 17.2
Capital Expenditures -- -- -- -- -- 234 255 58.5 8.3 17.2
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 18, 2013.




