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Industrial Production Rebounds in October

Industrial production increased 0.7 percent in October following two consecutive weak months in September
and October. September industrial production was revised to a 0.1 percent decline from a 0.2 percent gain.

Industrial Production Bounces in October

Industrial production continues to advance at a solid pace even as financial
markets gyrate. October industrial production jumped 0.7 percent, well
above consensus expectations for a 0.4 percent gain. But a 0.3 percentage
point downward revision to September industrial production accounted for
much of the difference, suggesting that trend industrial production growth
is still about in line with expectations. The Federal Reserve indicated that
much of the September downward revision to industrial production was
due to lower estimated output in mining. Industrial production in October
was still 3.9 percent above year-ago levels. Manufacturing production
advanced at a 0.5 percent clip on the month, led by large gains in motor
vehicle and parts production which jumped 3.1 percent in October. Motor
vehicle production is up 8.9 percent from a year ago. National and regional
manufacturing PMI surveys have been slowly recovering from the large
declines seen in August, revealing that the national manufacturing
expansion remains in tact.

Business Equipment Production Accelerates

Even more encouraging for fourth quarter GDP is the evidence in this
report that U.S. businesses are increasingly plowing their profits into
equipment and software purchases. Business equipment production
jumped 1.0 percent in October and is leading industrial production higher
with a year-on-year increase above 10.0 percent. Information processing, a
sub-component of business equipment production, also jumped 1.0 percent
and has gained 7.9 percent compared to this time last year. Machinery
production did show some signs of weakness, however, slipping 0.5 percent
in October, but machinery production continued to hold 9.2 percent above
year-ago levels. Computers and electronics production increased 0.8
percent on the month, an improvement over the 0.4 percent gain seen in
September. Production of computers and electronics was 7.5 percent higher
than a year ago in October.

Production of Consumer Goods Solid, A Stable Consumer?

Production of consumer goods also accelerated in October, increasing
0.5 percent from September. Home electronics production also gained
another 0.9 percent, following a decent 1.3 percent gain in September.
From a year ago though, consumer goods production is lagging, up only
2.1 percent from October of last year. Still, it appears that retailers have had
to place new production orders to help restock shelves that have been
emptied by better-than-expected retail sales activity. Mining production
jumped 2.3 percent while utilities production slipped 0.1 percent in
October. Capacity utilization firmed, rising to 77.8 in October from 77.3 in
September. Capacity utilization was just 76.6 back in April, so slack is being
absorbed.
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Manufacturing Production Growth

Output Growth by Volume, Not Revenue

Both Series are 3-Month Moving Averages
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Industrial Production - Business Equipment
Output Growth by Volume, not Revenue
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Capacity Utilization vs. Industrial Production
Output Growth by Volume, not Revenue

Both Series are 3-Month Moving Averages

— Capacity Utilization: Oct @ 77.5% (Left Axis)
Industrial Production: Oct @ 3.5% (Right Axis)
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