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Industrial Production Increased Slightly in October

Total output at U.S. factories, mines and utilities increased 0.1 percent—a smaller-than-expected gain.
Manufacturing production slipped 0.1 percent, the first drop since June as auto-related production fell off.

Modest Gains in Production Outside of Autos

e The boost to auto production from the cash-for-clunkers rebate
program seems to be running out of gas, as motor vehicles and
parts production slipped 1.7 percent. Outside of the auto
sector, production picked up 0.1 percent in October, suggesting
slow recovery in areas not directly benefitted by stimulus cash.

o Still, the fourth straight monthly gain for industrial production
suggests overall output is slowly rebounding.

Chilly October Spurs Gains at Utilities

e It was the third coolest October on record, according to the
National Oceanic and Atmospheric Administration. Utilities
production jumped 1.3 percent on the month.

e Overall capacity utilization recovered somewhat but remains
well below the lows of the past four recessions. The surplus of
production capacity will keep inflation benign, and give the
FOMC cover to keep rates low.

Industrial Production - Motor Vehicles & Parts
Output Growth by Volume, not Revenue
125%

125%
Both Series are 3-Month Moving Averages

100% + [ 100%

75% P\ ‘,, 75%

50% ‘,, 50%
i | /| f\ ‘

25% + ”H“ q /V m ‘ H T 25%

\\C”‘M‘H‘ Iy \‘ W \fﬁh H /\ 1‘ hq [U\/\M ‘\ ‘J\\ |

m 0,
0% \/HJ \‘f ‘M‘j I / H \ ‘V‘VU/V\“/ T ,\ lN 0%
| ! + -25%

‘ T -50%

-25% + |

—— 3-Month Annual Rate: Oct @ 120.6%
Yr/Yr % Change: Oct @ -3.6%
-75% L S s s B . s s B S s S B R

-50% — ‘

-75%

Industrial Production - Utilities
Output Growth by Volume, not Revenue

24% 24%

Both Series are 3-Month Moving Averages

20% T ] T 20%
16% T / \ T 16%
12% T, ’. / \ T 12%

8% T\ | /\ / ‘0‘ + 8%
4% ,,\\ ﬁ\ / \\ / wﬁ\ ’/ x ‘,, 4%

0% 0%

oo | W o
wl Y \V

1
—|
P

4%

N T

-8%

-12% + \J + -12%
— - - 0,
_16% 1 3-Month Annual Rate: Oct @ 1.1% 1 6%
Yr/Yr % Change: Oct @ -1.7%

-20% t T t T t T t T

-20%

87 89 91 93 95 97 99 o1 03 05 07 09 2005 2006 2007 2008 2009
Total Industrial Production Growth Capacity Utilization
Output Growth by Volume, not Revenue Percent of Capacity
15% 15% | 86% 86%
Both Series are 3-Month Moving Averages A, /\
I 84% + \ V v\/\\1 + 84%
10% T ‘ 1 10% oy / W b\
% \
M/\ ﬂ /\l | N . | v\ M
\ Al H i | 82% T+ / 1’\/% 4+ 82%
5%’ ‘ f /\)v‘f\‘\ '\f\ﬁ/“‘ N\ JA /\ “\ I 5% / J/ﬁ V o
\ | Mg
/\ ‘ H V V VJ‘ \ I ‘\ \ | 4/ U‘\v JM “ 80% /N/f s\/'\‘/ L 1 80%
0% \ | \\ if a T 0% | J f
\0 | \/ ) | 78% + 78%
-5% T f \'\/} “ -5% |
| 76% T / T 76%
e
-10% + H -10% |
74% + 1 74%
-15% T T -15% | 7206 + + 72%
-20% T —— 3-Month Annual Rate: Oct @ 9.3% T -20% | 70% —— Capacity Utilization: Oct @ 70.7% {,, 70%
Year-over-Year Change: Oct @ -7.8% Capacity Utilization 12- Month Moving Avg: Oct @ 70.4%
250 - 2506 | 68% 1+ 68%

87 89 91 93 95 97 99 01 03 05 o7 09

87 89 91 93 95 97 99 o1 03 05 07 09

Source: Federal Reserve Board and Wells Fargo Securities, LLC



mailto:tim.quinlan@wachovia.com

Wells Fargo Securities, LL.C Economics Group

Mark Vitner
Jay Bryson, Ph.D.

Tim Quinlan
Kim Whelan

Diane Schumaker-Krieg

John E. Silvia, Ph.D.

Scott Anderson, Ph.D.
Eugenio Aleman, Ph.D.

Global Head of Research (704) 715-8437

& Economics

Chief Economist

Senior Economist
Global Economist
Senior Economist

Senior Economist

Economic Analyst

Economic Analyst

(212) 214-5070

(704) 374-7034
(704) 383-5635
(704) 383-3518
(612) 667-9281
(612) 667- 0168

(704) 374-4407
(704) 715-8457

diane.schumaker@wachovia.com

john.silvia@wachovia.com
mark.vitner@wachovia.com
jay.bryson@wachovia.com
scott.a.anderson@wellsfargo.com

eugenio.j.aleman@wellsfargo.com

Sam Bullard Economist (704) 383-7372 sam.bullard@wachovia.com
Anika Khan Economist (704) 715-0575 anika.khan@wachovia.com
Azhar Igbal Econometrician (704) 383-6805 azhar.igbal@wachovia.com
Adam G. York Economist (704) 715-9660 adam.york@wachovia.com

Ed Kashmarek Economist (612) 667-0479 ed.kashmarek@wellsfargo.com

tim.quinlan@wachovia.com

kim.whelan@wachovia.com

Yasmine Kamaruddin Economic Analyst (704) 374-2992 yasmine.kamaruddin@wachovia.com

Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S broker-dealer
registered with the U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the
Securities Investor Protection Corp. Wells Fargo Securities, LLC, distributes these publications directly and through
subsidiaries including, but not limited to, Wells Fargo & Company, Wachovia Bank N.A., Wells Fargo Bank N.A,
Wells Fargo Advisors, LLC, and Wells Fargo Securities International Limited. The information and opinions herein are
for general information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor
does Wells Fargo Securities, LLC assume any liability for any loss that may result from the reliance by any person upon
any such information or opinions. Such information and opinions are subject to change without notice, are for general
information only and are not intended as an offer or solicitation with respect to the purchase or sales of any security or
as personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity and distinct from affiliated
banks and is a wholly owned subsidiary of Wells Fargo & Company © 2009 Wells Fargo Securities, LLC.

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE

WELLS
FARGO



