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Factory Orders: Still Robust But Decelerating

Bottom Line: The April Factory Orders report confirmed continued deceleration but
historically still robust growth. Gains from March were revised lower as April also
printed below expectations. April's gains were still modestly above the 1st Quarter
levels, suggesting equipment spending in GDP accounting started the 2nd Quarter
on a positive note. On a trend basis we see nondefense capital goods shipments
were still up 6% annualized in the three months ended in April, slower than the 2021
pace of 11.5% but still well above the long-term average of 0.5 - 1.5%. Overall,
manufacturing remains strong but is decelerating modestly amid higher input
prices and some signs of waning demand after historic gains coming out of
the pandemic.
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Factory Orders ROSE by 0.3% in April, compared with market expectations for a
decline of 0.6%. The prior month's gain was revised lower from 2.2% to 1.8%.

Durable goods orders climbed by 0.5%, as previously reported, while nondurable
goods orders jumped by 0.2%. Excluding orders for defense goods, civilian aircraft,
and petroleum products, (so called) core factory orders ROSE by 0.2%. Factory
orders are now 14.0% ABOVE their year-ago level but the year-over-year growth
rate has declined moderately over the past year (from 31.2% a year ago to the
current 14.0%).

The April level is modestly above its Q1 average, after a slight increase in equipment
spending in the Q1 GDP report.
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Apr-22 Mar-22 Feb-22 Jan-22 Month Month Month 2021 2020 Year  Year
Factory New Orders 0.3 1.8 0.3 2.3 10.1 133 14.0 11.9 0.6 2.6 0.6
previous estimate 2.2 0.1 1.5
ex-Transportation 0.3 22 07 13 13.2 121 124 11.8 17 29 04
ex-Defense 0.2 21 0.0 23 97 137 141 121 2.0 238 05
Durable Goods 0.5 0.7 -0.7 31 18 124 12.2 10.8 75 33 14
Nondurable Goods 0.2 29 13 15 19.2 143 15.8 13.0 56 2.0 -01
Capital Goods New Orders 0.8 -1.6 22 97 -11.8 124 123 16.9 161 30 -01
Nondefense 0.5 04 41 8.2 153 146 129 220 29.0 45 -05
ex-aircraft 0.4 11 -0.2 14 53 73 77 113 16 37 03
Defense 2.5 8.7 106 205 149 -04 8.9 109 -250 53 40
Inventories 0.6 14 07 0.8 113 99 10.7 9.0 -1.8 36 23
Durable Goods 0.8 09 05 05 95 92 10.3 9.0 1.2 42 2.8
Nondurable Goods 0.1 21 11 12 143 11.0 113 8.9 27 238 14
Inventory-to-Shipments R:  1.48 147 1.48 148 148 1.49 1.50 1.49 1.52 1.46 1.40
Shipments 0.2 22 0.8 156 133 12.7 14.0 10.7 17 22 0.8
Nondefense Capital Good 0.7 04 0.3 23 6.0 119 106 115 -2.0 1.7 06
ex-aircraft 0.8 03 08 1. 79 126 116 12.0 15 3.0 05

Source: Bureau of the Census, Department of Commerce via Bloomberg: Qur calculations.
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