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Factory Orders Disappoint on Revisions to Durables

Factory orders fell 0.4 percent in April as a 0.2 percent rise in nondurable goods was not enough to offset a
downwardly revised drop in durables. Weaker core capital goods and ex-transport orders led the revisions.

Dimmer Readings on April Durable Goods Orders

e The brightening picture of the factory sector painted by last
week’s durable goods report was dimmed with today’s updated
report. April durable goods orders were first reported to have
fallen 0.5 percent, but revisions show orders fell by 1.0 percent.

e The 0.5 percent rise in durable goods orders ex-transportation
was revised away, with orders now reported to have fallen
0.3 percent. Core orders are also now reported to have fallen.

Is It Really That Bad?

e Nondurable goods shipments recovered 0.2 percent in April,
helped by a rebound in chemical and petroleum & coal products.

o We believe the orders data, reported in nominal terms, are still
being influenced by price dynamics more than usual. The rise in
the timelier May ISM manufacturing index, particularly the new
orders component, however, suggests that activity in the factory
sector is once again trending higher.

Manufacturers' New Orders
Seasonally Adjusted, 3-Month Moving Averages
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Manufacturers' Shipments - Nondurables
3-Month Moving Average of Both Series
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3-Month Annual Rate: Apr @ -9.3%

—Year/Year Percent Change: Apr @ -9.4%
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Nondefense Capital Goods Orders, Ex-Aircraft ISM New Orders & Manufacturers' New Orders
Seasonally Adjusted, 3-Month Moving Averages Index, 3-Month Annual Rate
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Source: U.S. Department of Commerce, Institute for Supply Management and Wells Fargo Securities, LLC
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