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The Manufacturers Alliance/MAPI is a great resource for 
economic insights, particularly regarding implications 
for manufacturing.  Here are excerpts from an article 

written by Don Norman highlighting results of the most re-
cent MAPI survey on business outlook.

                             Introduction
 The Manufacturers Alliance/MAPI March 2007 Survey on the 
Business Outlook reflects the views of 60 senior financial executives in member 
companies on current and future business conditions. The questionnaire was sent at the 
end of February 2007 and responses were due by March 30, 2007.

Highlights
 The Manufacturers Alliance/MAPI composite index of future business activity in-
creased from 54 in December to 58. The composite index points to a pick up in manu-
facturing activity over the next three months to six months.
 The orders index, which compared new orders in the first quarter of 2007 with the 
same quarter one year earlier, fell from 66 percent in December to 60 percent. This de-
cline is consistent with recent data showing a slowdown in manufacturing activity. The 
trend in most other individual indexes between December and March, however, point to 
a reversal in the slowdown:

• The prospective shipments index—based on a comparison of expected shipments 
in the second quarter of 2007 with the same quarter in 2006—rose from 62 percent 
to 73 percent.

• The backlogs orders index increased from 57 percent to 60 percent.
• The capacity utilization index, as measured by the percentage of companies operat-

ing at 85 percent or more of capacity, increased from 38.2 percent to 46.7 percent, 
well above its long-term average of 32.5 percent.

• The annual orders index which compared expected orders for all of 2007 with 2006 
rose from 78 percent to 80 percent.

• The investment index increased from 64 percent to 71 percent.

Other indexes were stable or declined slightly, but remain at high absolute levels:
• The profit margin index was 62 percent, unchanged from December.
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• The export index slipped from 
77 percent to 75 percent, but 
still indicates that exports in 
the first quarter were higher 
than one year earlier.

• The inventory index edged 
up from 76 percent to 77 per-
cent. This slight increase may 
signal that the inventory build 
over the past year is peaking.

 The rise in the composite in-
dex, along with the increase in 
the prospective (second quar-
ter 2007) shipments index, the 
backlogs index, capacity utiliza-
tion index, the investment index 
and the annual orders index 
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suggest that the pace of manufacturing activ-
ity will pick up as the year progresses. The 
relatively high level of the exports index also 
is a sign of underlying strength in the manu-
facturing sector. Most manufacturing indus-
tries (with the notable exception of industries 
whose fortunes are tied into the housing sector) 
should experience continued growth in 2007.

Composite Business 
Outlook Index

 The Manufacturers Alliance/MAPI’s com-
posite business outlook index summarizes 
the overall findings of the survey and pro-
vides a leading indicator of manufacturing 
sector activity over the next three months to 
six months. It is based on a weighted sum of 
prospective shipments, backlogs, inventories, 
and profit margin indexes. 
 The composite business outlook index in 
March was 58, up from 54 in December. The 
figure below shows the trend in the compos-
ite business outlook index from March 1992 
through March 2007. The Federal Reserve 
Board’s industrial production index for the 
manufacturing sector (based on annualized 
quarterly growth rates) also is shown below. 
This index generally tracks the composite 
business outlook index closely. 
 Throughout the 1990s, a rise in the com-
posite business outlook index was followed 
by an even sharper rise in the overall indus-
trial production index for manufacturing. Be-
cause the composite index is above 50, overall 
manufacturing output is expected to increase 
over the next three to six months. While the 
decline in the orders index indicates a slower 
rate of activity in the first quarter of 2007, the 
rise in the prospective shipments index (which 
asked about second quarter shipments) the 

backlogs index, and the capital spending index 
point to increased manufacturing activity as 
the year progresses. Further, the annual orders 
index rose slightly and remains at a relatively 
high level in absolute terms. 
 The improvement in the individual indexes, 
along with the rise in the composite index, sug-
gests that the pace of manufacturing activity 
will pick up as the year progresses. Increased 
economic growth in Western Europe and the 
fall of the dollar against the Euro is expected 
to contribute to continued growth in exports 
of manufactured goods. What happens in the 
housing sector will influence just how fast 
manufacturing activity picks up this year.
 

Manufacturers Alliance/MAPI 
Forecast of Economic Activity

 The composite business outlook index 
points to slower growth in manufacturing in 
2007, but it does not forecast what that rate of 
growth will be. 
 The Manufacturers Alliance/MAPI produc-
es a quarterly economic forecast that covers the 
overall economy, the manufacturing sector, and 
selected industries. The most recent forecast 
(released in mid-February 2007) projects that 
the economy will grow by 2.8 percent in 2007 
(down from 3.3 percent in 2006) and by 3.2 
percent in 2008. Overall manufacturing produc-
tion is expected to grow by 2.5 percent in 2007. 
However, when computers, communications, 
and chips sectors are netted out, manufacturing 
activity is expected to grow by just 1.2 percent 
this year but then by 2.5 percent in 2008. U.S. 
exports are projected to grow by 8.6 percent in 
2007 and by 9.1 percent next year.
 For a complete report, go to www.mapi.net 
and download report number ER-629e, avail-
able to MAPI Members at no charge.
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