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Durable Goods Orders Ex-Transportation Are Rock Solid

Durable goods orders for September slipped 0.8 percent from the month before, as civilian aircraft orders
slumped 26 percent. Outside of transportation, capital goods orders remained rock solid.
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The headline drop in durable orders was about as the market expected, 0% Series are 3-Month Moving Averages a0%
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capital goods orders excluding the volatile civilian aircraft sector. Here, the .
outperformance of the September data was crystal clear and sizzling hot.

-10% F-10%

Nondefense capital goods orders excluding aircraft jumped 2.4 percent in  2**7 1%
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The volatility in financial markets in July and August has not yet registered  40% eries e Fonh tovng Avereces 40%

on capital spending orders. Indeed, one can make a strong case that capital o, | 1
spending may be accelerating into the end of the year. These healthy order oo | 1 oo
numbers make a plunge into outright recession this year highly unlikely, as
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economy forward. Primary metals orders jumped 2.6 percent in September. % v M 0%

Fabricated metals increased 1.9 percent. Machinery rose 1.8 percent on the _io0 |- + -10%
month, while electrical equipment jumped 1.9 percent. Even computers and
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electronics orders were able to muster a 1.0 percent gain in September. o >
Companies may be rushing to place orders before a possible expiration of " | 1%
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orders slipped another 2.7 percent in September, building on a 9.1 percent -so% -50%
decline in August; however, recent weakness in vehicle orders is more a 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011
reflection of the unwind from July’s 10.2 percent orders increase rather Durable Goods Shipments

than a sign of trouble in the auto sector. 2% Series are 3-Month Moving Averages 249

Shipments Drop and Inventories Rise a Bit
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Durable goods shipments fell 0.7 percent in September, and nondefense
capital goods shipments plunged 1.2 percent on the month. Yet over the % \/W /_/M/\ /\/\’ %
past three months, nondefense capital goods shipments have increased ata % A 0%
robust 16.7 percent annualized pace. This ensures that third-quarter GDP
will get a sizeable boost from business equipment and software spending.
Inventories also increased a modest 0.1 percent in September, pushing the -16% T T -16%
inventory-to-shipments ratio up to 1.83 in September from 1.81 in August
and 1.63 a year ago. This report should bolster confidence that the financial
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market volatility seen on Wall Street has not yet translated into a change in
— Year-over-Year Percent Change: Sep @ 7.4%

business investment behavior on Main Street. This is good economic news.  -s0% -40%
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