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Industrial Production Unchanged Again in March

Industrial production was unchanged in March, the second-consecutive month of zero growth in production,
though it was still 5.4 percent higher at an annualized rate than in the fourth quarter of 2011.

The Pause That Refreshes? Or Something More?

Industrial production for March once again came in weaker than expected,
remaining unchanged on the month just as it did in February. The March
number would have been worse had it not been for utilities production,
which jumped 1.5 percent. Manufacturing production declined 0.2 percent
on the month, but manufacturing was coming off two-consecutive months
of strong gains, rising 1.1 percent in January and 0.8 percent in February.
Durable goods manufacturing also slipped 0.2 percent, with declines in
primary metals and furniture production, but gains in motor vehicles and
machinery.

We have had more volatility than usual in industrial production lately due
to the warmer-than-average spring that impacted the utilities component.
It is important not to read too much into the recent bout of industrial
production weakness. Looking at the annualized increase between the
fourth and first quarters probably gives you a truer picture of the ongoing
industrial production expansion. Despite the lack of industrial production
growth over the past two months, the annualized increase in industrial
production in the first quarter was a respectable 5.4 percent, and the
manufacturing increase was even more impressive, rising at a 10.4 percent
annualized pace. Durable manufacturing advanced in the first quarter at a
sizzling 15.6 percent annualized pace. Motor vehicle and parts production
was a big part of the advance in durable manufacturing, increasing at
nearly a 40 percent annualized rate in the first quarter.

Production Gains Continue For Business Equipment

There were only a few product groups that managed to increase production
in March. Importantly, business equipment production increased another
0.2 percent in March. While this was the smallest monthly increase since
June of last year, it builds on solid gains in January and February.
Business equipment production increased at a 15.9 percent annualized rate
in the first quarter. Production declines occurred in construction supplies,
consumer goods and non-industrial supplies in March. Construction
supplies production managed to increase at an 11.5 percent annualized pace
in the first quarter, although it is still 20 percent below its prerecession
peak.

Capacity Utilization Slips

The lack of industrial production growth over the past two months allowed
capacity utilization to slip a bit in March to 78.6 percent from 78.7 percent,
where it has stood since the beginning of the year. Manufacturing capacity
fell to 77.8 percent from 78.0 percent in February. Capacity utilization of
finished goods fell to 78.5 in March from 78.8. Both mining and utilities
saw capacity utilization rise on the month.
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Manufacturing Production Growth
Output Growth by Volume, Not Revenue

Both Series are 3-Month Moving Averages
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