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Robust order books point to a durable US
recovery
US durable goods orders remain firm, pointing to a strong outlook for
investment spending, but we soon expect to see some softening after
a breath-taking run. Nonetheless, with a huge backlog of orders and
customer inventories at record lows, manufacturers are experiencing
rising pricing power and a positive profits outlook
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Momentum maintained for now
US durable goods orders held up reasonably well in July despite a number of headwinds. Headline
orders fell 0.1% month-on-month versus expectations of -0.3%, although last month was revised
down 0.1 percentage points. We already knew that civilian aircraft orders would be down heavily
given Boeing gross orders were for 31 aircraft in July versus 219, but when you add in
cancellations the decline wasn’t quite as steep with this component dropping 48.9% MoM.

Vehicle and parts partially offset by rising 5.8%, leaving transport down 2.2% MoM as a whole. This
was a positive surprise given the supply chain strains in the car industry. Excluding transport, total
orders rose 0.7% versus the 0.5% consensus and there was also a 0.1pp upward revision. Defence
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orders jumped 20.5% while machinery posted a 2.9% increase while on the negative side we saw a
1.8% drop in electrical equipment and a 0.4% fall in computers & electronics.

Core durable goods orders versus investment spending on
equipment

Source: Macrobond, ING

But a slowdown is coming after such a strong run
Non-defence capital goods orders excluding aircraft is a very long-winded way of saying the "core"
measure of durable goods orders. It was flat on the month after a 1% gain last month, which was
a little disappointing. Nonetheless, looking at it on a 3M annualised basis it is up 15.3% and given
its strong relationship with capital expenditure it suggests the outlook for corporate investment
spending is good.

Moreover, when looked at in dollar terms the current level of $76.5bn compares with a pre-Covid
monthly trend of around $66bn in orders. It is understandable if we get a bit of a slowdown after
the breakneck run over the past year.
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Order books are already full and customers are desperate
according to the ISM

Source: Macrobond, ING

Huge order backlogs will keep manufacturers busy
In any case, remember too that the backlog of orders are close to record highs, as measured by
the ISM, so there is plenty of things for the US manufacturing sector to be getting on with even if
we see durable goods orders slip back over the next few months. With customer inventories at all-
time lows, manufacturers are also gaining pricing power and this can already be seen in numerous
surveys of prices received. Consequently, profitability looks good and with the extra $550bn in
infrastructure spending set to give order books a new wave of momentum over the next couple of
years, the outlook remains positive for manufacturing and investment spending.

Author

James Knightley
Chief International Economist, US
james.knightley@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central

mailto:james.knightley@ing.com


THINK economic and financial analysis

Article | 25 August 2021 4

Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

https://www.ing.com

