Texas Manufacturing
Outlook Survey

Texas Manufacturing Expansion Continues April 24, 2017

Texas factory activity increased for the 10th consecutive month in April, according to business executives responding to the Texas
Manufacturing Outlook Survey. The production index, a key measure of state manufacturing conditions, moved down three points to
15.4, suggesting output growth continued but at a slightly slower pace this month.

Other measures of current manufacturing activity also indicated continued expansion in April. The survey's demand indicators saw
upward movement, with the new orders and growth rate of orders indexes edging up to 11.5 and 5.1, respectively. The shipments index
also moved up, rising three points to 9.5. The capacity utilization index fell slightly but stayed positive for a 10th month in a row, coming
inat11.5.

Perceptions of broader business conditions improved again. The general business activity index held steady at16.8, and the company
outlook index inched down but remained positive at15.1.

Labor market measures indicated employment gains and longer workweeks in April. The employment index posted a fourth consecutive
positive reading and remained unchanged at 8.5. Eighteen percent of firms noted net hiring, compared with 9 percent noting net layoffs.
The hours worked index fell three points to 5.9.

Prices and wages continued to rise in April. Upward pressure on input costs continued to recede slightly, with the raw materials prices
index falling four points to 20.8. Meanwhile, upward pressure on selling prices increased. The finished goods prices index rose 4.5 points
to12.0, slightly lower than levels seen earlier this year but still well above average. The wages and benefits index held fairly steady at
18.8, indicating compensation costs continued to rise at roughly the same pace seen over the past several months.

Expectations regarding future business conditions continued to improve, although several six-month-ahead indexes retreated from
their March levels. The indexes of future general business activity and future company outlook came in at 27.1 and 26.2, respectively,
down from last month's readings but still solidly in positive territory. Most other indexes for future manufacturing activity slipped but
remained positive.

Next release: Tuesday, May 30

Data were collected April 11—19, and 108 Texas manufacturers responded to the survey. The Dallas Fed conducts the Texas
Manufacturing Outlook Survey monthly to obtain a timely assessment of the state's factory activity. Firms are asked whether output,
employment, orders, prices and other indicators increased, decreased or remained unchanged over the previous month.

Survey responses are used to calculate an index for each indicator. Each index is calculated by subtracting the percentage of
respondents reporting a decrease from the percentage reporting an increase. When the share of firms reporting an increase exceeds
the share reporting a decrease, the index will be greater than zero, suggesting the indicator has increased over the prior month. If the
share of firms reporting a decrease exceeds the share reporting an increase, the index will be below zero, suggesting the indicator has
decreased over the prior month. An index will be zero when the number of firms reporting an increase is equal to the number of firms
reporting a decrease. Data have been seasonally adjusted as necessary.
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Historical data are available from June 2004 to the most current release month.

Business Indicators Relating to Facilities and Products in Texas
Current (versus previous month)
%

Apr  Mar Indicator Trend** % Reporting Reporting % Reporting
Indicator Index Index Change Direction® (Months) Increase No Change Decrease
Production 15.4 186 3.2 Increasing 10 32.7 50.0 17.3
Capacity Utilization ns 132 17 Increasing 10 28.8 53.9 17.3
New Orders 1.5 9.5 +2.0 Increasing 6 27.5 56.5 16.0
Growth Rate of Orders 5.1 3.2 +1.9 Increasing 4 20.5 64.1 15.4
Unfilled Orders 0.1 0.1 0.0 Increasing 4 13.0 74.1 12.9
Shipments 9.5 65 +3.0 Increasing 5 27. 55.3 17.6
Delivery Time 1.4 101 87 Increasing 3 10.9 79.6 9.5
Materials Inventories 2.2 0.0 +22 Increasing 1 17.8 66.6 15.6
Finished Goods Inventories 1.0 -1.8 +2.8 Increasing 1 15.0 71.0 14.0
Prices Paid for Raw Materials 20.8 252 —44 Increasing 14 24.8 71.2 4.0
Prices Received for Finished 12.0 7.5 +45 Increasing 9 17.6 76.8 5.6
Goods
Wages and Benefits 18.8 19.7 —0.9 Increasing 89 20.8 77.2 2.0
Employment 8.5 8.4 +0.1 Increasing 4 17.5 73.5 9.0
Hours Worked 5.9 87 —2.8 Increasing 6 20.1 65.7 14.2
Capital Expenditures 67 127 —6.0 Increasing 8 16.4 73.9 9.7

General Business Conditions
Current (versus previous month)
%

Mar Indicator Trend™* % Reporting  Reporting % Reporting
Indicator Index Index Change Direction® (Months) Improved  No Change  Worsened
Company Outlook 15.1 179 —2.8 Improving 8 25.3 64.5 10.2
General Business Activity 16.8 16.9 —0.1 Improving 7 30.4 56.0 13.6
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Business Indicators Relating to Facilities and Products in Texas
Future (six months ahead)
%

Apr  Mar Indicator Trend™* % Reporting Reporting % Reporting
Indicator Index Index Change Direction® (Months) Increase No Change Decrease
Production 39.6 448 5.2 Increasing 98 49.3 40.9 9.7
Capacity Utilization 380 373 +07 Increasing 98 47.3 43.5 9.3
New Orders 361 451 —9.0 Increasing 98 43.5 49.0 7.4
Growth Rate of Orders 30.9 383 74 Increasing 98 39.4 52.1 8.5
Unfilled Orders 8.8 73  +15 Increasing 19 19.3 70.2 10.5
Shipments 415 457 42 Increasing 98 50.5 40.5 9.0
Delivery Time 7.8 4.9  +29 Increasing 5 13.8 80.2 6.0
Materials Inventories 8.2 4.4 +3.8 Increasing 5 16.1 76.0 7.9
Finished Goods Inventories 4.9 55 —0.6 Increasing 10 13.7 77.5 8.8
Prices Paid for Raw Materials 284 425 -—141 Increasing 97 34.3 59.8 5.9
Prices Received for Finished 26.0 255 405 Increasing 15 29.0 68.0 3.0
Goods
Wages and Benefits 456 450 +0.6 Increasing 155 45.9 53.8 0.3
Employment 327 284  +43 Increasing 53 38.9 54.9 6.2
Hours Worked 9.9 9.4  +0.5 Increasing 1 18.0 73.9 8.1
Capital Expenditures 26.0 234 +2.6 Increasing 89 31.0 64.0 5.0
General Business Conditions
Future (six months ahead)

%
Mar Indicator Trend™™ % Reporting Reporting % Reporting

Indicator Index Index Change Direction® (Months) Increase No Change = Worsened
Company Outlook 262 391 —12.9 Improving 15 33.7 58.8 7.5
General Business Activity 27.1 363 —9.2 Improving il 33.1 60.9 6.0

*Indicator direction refers to this month's index. If index is positive (negative), indicator is increasing (decreasing) orimproving
(worsening). If zero, indicator is unchanged.

**Number of months moving in current direction.

Data have been seasonally adjusted as necessary.
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Comments from Survey Respondents

These comments are from respondents' completed surveys and have been edited for publication.
Primary Metal Manufacturing
m [tisa fairly stable market right now.
= We have never seen our construction industry in North Texas busier than it is right now, going back nearly 50 years.
Fabricated Metal Product Manufacturing
m | keep reading and hearing that things are swinging in a favorable direction. | don't see it yet. Steel consumption is still soft.
= We are swamped!

m More thanjust optimism, we are starting to see an increase in current orders, with plans from customers expecting real growth.

General business activity in the area continues to increase, with the large petrochemical capital projects kicking off in the Texas and
Louisiana areas. This is putting pressure on wages and being able to retain skilled craftsmen. Refining maintenance and capital
spending levels are notimproving, as refiners wait to see if the general economy is going to improve and crack spreads increase.

The first quarter of 2017 has been a tough environment for sales so far.

The global economies and the U.S. economy are very weak and uncertain.

Printing and Related Support Activities

m We continue to be optimistic about the future; however, it still seems to be a slow thaw to the winter doldrums. We are busier in
April than March, and hopefully this trend continues.

Wood Product Manufacturing

= We are at capacity.

Miscellaneous Manufacturing

m Oiland gas has little or no impactin our business. The one exception is that fewer workers are needed, as some roles have been
replaced by more advanced equipment. Fewer workers means fewer families can afford craft and art supplies for themselves and
their children. As we are in the art and craft business, this is not a cheery outlook.
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m We are still looking for some tax relief to expand faster and hire more people faster. In this labor market it is getting hard to find
quality candidates, and salaries are increasing. The labor regulations and rules are starting to be less burdensome for the first time
in a long time, improving the hiring outlook and allowing us to pay people more. The business sector is still suffering from too much
bureaucracy and governmental red tape. We are becoming more concerned about future trade interruptions due to international
conflicts. We are hoping for improved trade conditions, lower barriers, reduced tariffs and improved ease of commerce between
countries.

Questions regarding the Texas Manufacturing Outlook Survey can be addressed to Emily Kerr at emily.kerr@dal.frb.org.
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