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During the last quarter of 2012, the Atlanta Fed began to detect an 
unexpected increase in optimism among our business contacts, 
which was different from what we had heard the previous quarter. 
The optimism then continued into January as just over half of the 
Atlanta Fed’s 44 directors expected their businesses to improve 
over the next three to six months—similar to what was reported 
in December but well above the one in four who conveyed op-
timism in October (see chart 1). Our broader contact base also 
expressed a generally optimistic but cautious tone. 
  Broadly speaking, Atlanta Fed business contacts reported that 
current economic activity in the Southeast showed slow growth 
overall, but with pockets of strength. In particular, residential 
construction continued to improve, and the increase in activity 
was spreading geographically. Regional homebuilders and brokers 
indicated the current recovery in this sector is real and sustainable, 
not the “starts and stops” seen on a  couple of previous occasions.
 Energy exploration and extraction remained very positive, 
and auto manufacturing was strong. Contacts reporting on retail 
activity noted generally healthy trends, with the holiday shopping 
season largely meeting expectations. 
 Tourism and travel spending remained solid as well. How-
ever, there was concern that rising out-of-pocket health care costs 
and higher taxes could constrain consumer activity in the future.

Optimistic, but guarded

Despite solid performance in some sectors and the positive tone 
among our business contacts, limited evidence exists to show 
that overall economic activity has broken out of the slow-growth 
track the region has been on over the last several years. Chart 
2 shows that the aggregated economic activity index for the six 
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Chart 2 
Aggregate Coincident Economic Activity Indicator for Sixth District States 
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Note: Data indicate month-over-month change in total employment (in thousands) for January 2011 through December 2012.
Source: U.S. Bureau of Labor Statistics  

Chart 3 
Payroll Employment in the Southeast
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Note: Responses are to the question “What is your outlook for the rate of growth in your business over the next three to six months 
compared to current rates?“
Source: Atlanta Fed Board of Directors poll   

Chart 1 
Business Growth Outlook  

states in the Atlanta Fed’s region has hovered near a 2 percent 
year-over-year growth rate for much of 2012.
  Along those lines, what’s also missing was evidence that 
fi rms were taking concrete steps to increase payrolls beyond the 
modest pace of increase we are currently witnessing (see chart 3). 
Seasonal and part-time work was up, but hiring full-time workers 
was described as lagging. Firms remain very cost-conscious, and 
several sources noted that companies were adding employees 
only when they felt it was absolutely necessary to maintain cur-
rent operations. Recent data showed slow but steady improvement 
in regional payroll employment gains since the summer months, 
but there is clearly no signifi cant acceleration that would indicate 
a rapidly expanding economy.
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 To gauge hiring intentions heading into the new year, the 
Atlanta Fed conducted a survey in early January of business 
contacts in the Southeast. Of the 670 survey responses received, 
46 percent said they intend to increase employment over the 
next 12 months, and 42 percent intend to keep employment levels 
unchanged (see chart 4). Although these results may be seen as 
generally positive, we view them with caution because there were 
similar signals in last year’s survey—and we saw only slow job 
growth in the Southeast in 2012. 
 Responses to other questions posed in the survey confi rmed 
what we have been hearing for some time. Namely, fi rms that 
planned to add to payrolls cited a generally more optimistic sales 
outlook, and those that anticipated a more challenging sales 

outlook did not plan to add 
to their labor pool. The 
need to keep costs down 
was also a commonly 
cited reason for hiring 
restraint.
 Uncertainty regarding 
fi scal policy and the regula-
tory environment remained 
a part of the hiring decision 
process, according to our contacts. In 
addition, ambiguity surrounding health care costs appeared to 
have increased, as few employers indicated that they have a clear 
understanding of the costs associated with health care reform. 
That said, many contacts believed there has been a decrease in 
uncertainty since November. 
 On prices, the year-ahead infl ation expectations of busi-
nesses fell to 1.9 percent in February, from 1.8 percent in January, 
according to the Atlanta Fed’s most recent business infl ation 
expectations survey. Longer-term unit costs are expected to 
increase 3 percent, according to the survey. Both results suggest 
infl ation expectations among business contacts have been little 
changed over the past six months.

The bandwagon will have to wait

Given some improvement in many of the uncertainty factors tied 
to fi scal policy, strong performance in several sectors, and the 
generally positive tone of many business contacts, it appears that 
regional economic activity may accelerate. But, much like the op-
timism among our business contacts, our optimism is being held 
in check by past experience.  ❚ 
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Note: Responses are to the question “Do you expect your fi rm to increase employment, leave employment unchanged, or decrease  
employment over the next 12 months?” Sample size for January 2012 = 421, and January 2013 = 670. The poll was conducted in 
January 2013. 
Source: Atlanta Fed business contacts poll   

Chart 4 
Firms’ Year-Ahead Employment Expectations  

On the Ground: An Interview with the Atlanta Fed’s Regional Executives

ES: You’ve 

been on the job 

for a couple of 

months now. 

What impres-

sions have you 

formed about the economy in your area?

Tim Smith, regional executive at the 
Atlanta Fed’s Miami Branch: My initial 
impression is that the South Florida econ-

In December, the Atlanta Fed’s Regional 
Economic Information Network said 
goodbye to two retiring regional execu-
tives: Bob Musso in the New Orleans 
Branch and Juan del Busto in the Miami 
Branch. Taking over in New Orleans 
is Adrienne Slack, and Miami’s new 
regional executive is Tim Smith, both of 
whom are longtime Atlanta Fed offi cers. 
EconSouth asked them about their new 
positions. 

omy is unique from the other parts of the 
Southeast and not especially representa-
tive of the overall U.S. economy. A strong 
dependence on travel and tourism links 
the region’s economy to other parts of the 
nation and the world.
Adrienne Slack, regional executive at 
the Atlanta Fed’s New Orleans Branch: 
The economy in the Gulf Coast region 
is driven in large part by energy and 
tourism. The changes occurring in the 
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Editor’s note: This part of EconSouth’s REIN section will take a 
quarterly look at the state of businesses’ infl ation expectations 
and economic conditions in the region.
 Infl ation expectations are a critical component of the infl a-
tion outlook. If an individual or business expects that prices 
will increase at a given rate, then purchasing, pricing, or wage 
decisions will refl ect this expectation, making it more likely to 
be realized. In other words, infl ation expectations tend to be self-
fulfi lling for a time. The Federal Reserve’s ability to achieve one 
aspect of its dual mandate—price stability—depends largely on 
its ability to gauge these expectations. 
 The Atlanta Fed relies on a variety of measures from 
consumer opinions, fi nancial market instruments, and select 

industry groups (such as professional forecasters and pur-
chasing managers) to arrive at an assessment of infl ation 
expectations. However, one important constituency was not 
being polled, as Fed Chairman Ben Bernanke noted in a 2007 
speech: “Information on the price expectations of businesses—
who are, after all, the price setters in the fi rst instance…is 
particularly scarce.” 
 Acting to fi ll this void, the Atlanta Fed created the business 
infl ation expectations (BIE) survey. Each month, approximately 
350 business leaders, whose industry mix represents that of the 
overall U.S. economy, are polled on their year-ahead infl ation ex-
pectations and current business conditions as well as other topics 
related to their pricing decisions. 

Business Infl ation Expectations Survey

energy industry are driving a resurgence 
in drilling activity; hence, there is healthy 
growth in associated capital investment 
and employment opportunities. Associ-
ated downstream and upstream energy-
related industries are also experiencing 
signifi cant growth. 

ES: As 2013 begins, what’s your read 

on the businesses in your area—are 

they becoming more optimistic? Are 

certain sectors showing more vitality 

than others? 
Smith: Clearly travel, tourism, and a 
strong infl ow of international investment 
were primary drivers of the economy in 
2012. These factors continue to propel the 
region’s recovery in 2013—particularly 
in the real estate sector. Strong residen-
tial sales, rapidly increasing prices for 
homes and condominiums, and dwindling 
inventories have sparked a resurgence in 
construction with several large condo-
minium projects under way in downtown 
Miami and nearby coastal areas and 
many more in the planning stages. Given 
the importance of international invest-
ment to the region, I am learning that get-
ting a good read on the outlook for South 

Florida means getting a good read on the 
economic outlook in Latin America and 
Europe. Abstracting from the positive 
impact of international investment, busi-
ness contacts generally are cautiously 
optimistic. They see upward potential, 
but they cite uncertainty and health care 
costs as headwinds constraining growth 
going forward. Business contacts on the 
west coast—where international invest-
ment is less important—also look ahead 
with constrained optimism. 
Slack: Businesses on the whole are cau-
tiously optimistic. Across sectors, many 
are engaged in merger and acquisition 
activity. Capital investment is focused on 
effi ciency gains and continuing to drive 
down corporate debt. Again, energy is 
powering the economic engine, but the 
optimism has spread to sectors such as 
manufacturing, wholesale, housing, and 
retail, to name a few.

ES: What questions are you most often 

asked when traveling in your area? 

How do you answer them? 
Smith: For many of my new contacts, 
the question on their mind seems to be: 
“What is the new guy at the Fed think-

ing about the economic outlook?” My 
explanation is generally a brief recap of 
the recent views of Atlanta Fed Presi-
dent Dennis Lockhart and my economist 
colleagues at the Atlanta Fed. I want to 
give folks I meet the sense that I’m part 
of a bigger team and, in doing so, build 
their confi dence that the Atlanta Fed’s 
perspective on the economy is based on 
information derived from our extensive 
network of contacts through the region 
along with ongoing forecasting and ana-
lytical work by our entire research staff. 
And I always try to seize the opportu-
nity to ask about the outlook for their 
businesses.
Slack: Since my time in this position 
spans late 2012 through today, as you 
might imagine, the questions I receive 
tend to refl ect the contemporary eco-
nomic issues facing business leaders. 
The questions I get most often on the 
economy include the Federal Reserve’s 
view on important economic matters, the 
impact of QE3, and low short-term inter-
est rates.  ❚ 
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BIE survey to date

The BIE survey has found year-ahead infl ation expectations to 
be fairly stable, moving between 1.7 and 2.1 percent, right around 
the Fed’s 2 percent target rate. In February, respondents indicated 
that their unit costs had risen 1.7 percent over the year, and they 
expect unit costs to increase 1.9 percent over the coming year, on 
average. Although respondents have indicated some improvement 
in sales levels and profi t margins since the BIE survey began (in 
October 2011), overall these measures remain well below normal.  
 Each month, the BIE survey asks a special question that ex-
plores factors infl uencing fi rms’ pricing decisions or other aspects 

of their business conditions. 
The February special ques-
tion sought to determine how 
often fi rms change the prices 
of their goods and/or services. 
On average, 33 percent of fi rms’ 
products and/or services change 
prices only once per year. To 
view BIE survey results as they are 
released, visit frbatlanta.org/research/
infl ationproject/bie.  ❚

Regional PMI: A Look at Regional Manufacturing

Editor’s note: This part of EconSouth’s REIN section will take a 
quarterly look at manufacturing conditions in the region.
 Manufacturing in the Southeast region continued at a moder-
ate pace through 2012 and the beginning of 2013. The Atlanta 
Fed’s contacts in this sector continued to report positive expec-
tations, led by autos and energy-related production. 
 One of the tools used by the Atlanta Fed’s research de-
partment to track manufacturing activity in the region is the 
Southeast Purchasing Managers Index (PMI). The Southeast 
PMI is produced by the Econometric Center at Kennesaw State 
University and analyzes the most current market conditions 
for the manufacturing sector in Alabama, Florida, Georgia, 
Louisiana, Mississippi, and Tennessee. The index is based on 
a survey of representatives from companies in those states re-
garding trends and activity of new orders, production, employ-
ment, supplier delivery time, and fi nished goods. A reading on 
this index above 50 represents an expansion in the manufactur-
ing sector, and a reading below 50 indicates a contraction.
 In January 2013, the Southeast PMI jumped 5.5 points to 51.9 
from the 46.4 reported in December (see the chart). This report 
offers a positive tone as the reading refl ects activity above 50, 
the benchmark for expansion. Contacts in the Southeast reported 

increases in new orders, production, 
and employment. New orders saw 

the most substantial increase, 
jumping 12.6 points from 

December to January to 
55.3. The production 
submeasure recorded a 
strong increase as well, 
up 9.1 points for Decem-

ber to 50.9 points. The employment measure rose 3.4 points to 
51.8 points. 
 One of the most encouraging aspects of the January survey 
refl ects the purchasing managers’ outlook on production expec-
tations over the next three to six months. Although this question 
is not a component of the overall PMI, this information provides 
input from those closest to the industry on what activity they 
expect in the months ahead. Of survey participants, 57 percent 
expect production to be higher in the next three to six months 
versus 47 percent from the prior survey period. This sentiment 
offers an upbeat outlook for manufacturing in the Southeast.  ❚ 
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Southeast Purchasing Managers Index 
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