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e New orders for durable goods declined 4.5% in January (-5.0% including revisions to Manufacturers' New Orders: Durable Goods Excl Transportation
prior months), coming in below the consensus expected -4.0%. Orders excluding SA Mils
transportation rose 0.7% in January (+0.5% including revisions), beating the 1o 190000
consensus expected +0.1%. Orders are up 3.0% from a year ago, while orders
excluding transportation are up 1.6%.
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e A decline in orders for commercial aircraft in January was only partially offset by
rising orders for machinery, defense aircraft, and computers & electronic products. 160000 160000

e The government calculates business investment for GDP purposes by using shipments s 000
of non-defense capital goods excluding aircraft. That measure rose 1.1% in January.
If unchanged in February and March, these orders would be up at a 2.6% annualized
rate in Q1 versus the Q4 average. 50000 w0000
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e Unfilled orders were unchanged in January but are up 6.3% in the past year. ourss: Consus Bureauaver Anaycs
Implications: A mixed report for durable goods for January. Overall, new orders for «—Mirs' Shipments: Nondefense Capital Goods ex Aircraft
durables fell 4.5% for the month. However, declines were concentrated among very volatile Mirs'Shipments: Nondefones Gapital Goods ex Afrcraft—s
orders for commercial aircraft; strip out that single category and orders rose 0.8% in January, 12-month MovingAverage ~ SA, Mil.§

likely aided by unusually warm weather and a rebound from weaker activity around the 2022 ™ -
holiday season. Take out the broader transportation sector - which also includes defense .,
aircraft and autos - and orders rose 0.7% in January and are up 1.6% from a year ago. That
seems like good news until you remember that producer prices for capital equipment are up s
7.7% during the same time period, which means that while orders are still rising in dollar o0
terms, they are declining when adjusted for inflation. Elevated interest rates, a Fed still ~ #
hiking, and the fading of COVID era stimulus that boosted both consumer and business 4000
spending are likely to provide turbulent footing throughout much of 2023. Diving into the ™
core non-transportation categories, orders in January were led by machinery (+1.6%), o000
computers and electronic products (+0.5%), and primary metals (+0.5%). One of the most
important pieces of today’s report, shipments of “core” non-defense capital goods ex-aircraft s lwm
(@ key input for business investment in the calculation of GDP), rose 1.1% in January Bowomowomow e monn e w
following declines in the last two months of 2022. If unchanged in February and March, Source: Gensus BureaulHaver Analytics

these shipments would be up at a 2.6% annualized rate in Q1 versus the Q4 average, which provides a (temporary) tailwind for first
quarter GDP. The shift from services to goods accelerated overall durable goods purchases beyond where they would have been had
COVID never happened. The return toward services means a large portion of goods-related activity will soften in the year ahead, even
as some durables that facilitate services recover.
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Durable Goods Jan-23 | Dec-22 | Nov-22 | 3-mo % ch. | 6-mo % ch. Yr to Yr
All Data Seasonally Adjusted annualized | annualized | % Change

New Orders for Durable Goods -4.5% 5.1% -1.8% -5.8% -0.7% 3.0%
Ex Defense -5.1% 5.6% -2.3% -8.5% -1.6% 1.6%
Ex Transportation 0.7% -0.4% 0.0% 1.1% -0.9% 1.6%
Primary Metals 0.5% -0.4% -0.3% -1.1% -5.5% -2.2%
Industrial Machinery 1.6% -2.2% -0.6% -4.5% 0.7% 2.2%
Computers and Electronic Products 0.5% -0.7% 0.5% 1.5% -2.2% 2.3%
Transportation Equipment -13.3% 15.8% -5.2% -17.6% -0.3% 5.8%
Capital Goods Orders -12.8% 14.6% -4.6% -17.2% -4.9% -0.3%
Capital Goods Shipments -1.0% 0.8% 1.0% 3.1% 9.1% 12.6%
Defense Shipments -1.2% 5.1% 0.3% 17.7% 8.1% 12.2%
Non-Defense, Ex Aircraft 1.1% -0.6% -0.1% 1.5% 4.1% 7.4%
Unfilled Orders for Durable Goods 0.0% 1.1% 0.0% 4.9% 5.4% 6.3%

Source: Bureau of the Census
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