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December 2023 Machinery Orders

Private sector demand (excluding ships and electric power) grows for the
first time in two months due to major growth in orders from
manufacturing industry

Economic Research Dept.
Kiyoka Ishikawa

Summary

= According to statistics for machinery orders in December 2023, the leading indicator for domestic
capex and private sector demand (excluding ships and electric power), orders grew for the first
time in two months by +2.7% m/m. There was major growth in manufacturing (+10.1%), making
up for a -2.2% decline in non-manufacturing (excluding ships and electric power). The Cabinet
Office has left its assessment for machinery orders unchanged at “stalling.”

= Manufacturing orders grew for the first time in two months. Orders from chemical and chemical
products won significant growth, contributing to overall performance. Meanwhile, non-
manufacturing orders (excluding ships and electric power) declined for the second consecutive
month. Transportation and postal activities, as well as telecommunications, experienced
reactionary declines in comparison to the previous month’s performance.

= Machinery orders in 2023 (excluding ships and electric power) declined for the first time in three
years by -3.6% yly. In the manufacturing sector (-7.3%), orders were sluggish due to weak
overseas demand against the backdrop of monetary tightening in Europe and the US, and the
slow recovery of the Chinese economy. In the non-manufacturing sector (excluding ships and
electric power) (+0.0%), capital investment in response to the normalization of the economy
provided underlying support, but even so, growth in orders was limited to a narrow range.

= As for the future of private sector demand (excluding ships and electric power), performance is
expected to continue marking time for the time being. Corporations may be cautious about
capital investment against a backdrop of strong uncertainty about the outlook for overseas
economies. Caution should be exercised with the possibility of a downturn in corporate capital
investment as the risk of a delay in interest rate cuts in the US and Europe and a slow recovery
in the Chinese economy become more apparent.

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH - icR h
CERTIFICATIONS, ARE PROVIDED ON THE LAST TWO PAGES OF THIS REPORT. COnNoMmc Researc




Machinery Orders (m/m %; SA)

2023
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Machinery orders (private sector)* 95 45 -39 55 -76 27 -11 -05 14 07 -49 27
Market consensus (Bloomberg) 2.7
DIR Economist estimate 2.9
Manufacturing orders -26 102 -24 -30 32 16 -53 22 -18 02 -7.8 101
Non-manufacturing orders* 195 147 -45 110 -194 98 13 -38 57 12 -04 -22
Overseas orders -252 23 -105 123 120 69 16 -71 182 -34 25 -0.3

Source: Cabinet Office, Bloomberg; compiled by DIR.

*excl. those for shipbuilding and from electric utilities.
Source: Cabinet Office (CAO), Bloomberg; compiled by DIR.
* excluding ships and electric power.

Note: Figures on market consensus from Bloomberg.

600 (L bils SA) . 5 000 (Abili S
550 @ o\ B 1,800
| 1 pe 2 8 iﬂﬁ ! CAO f £
| 4 T of . I t for o
500 | WA emhnf M. LldWe = a 1,600 | oneeas (-
AN e & VA ¢ 7‘1 Jan-Mar 2024 - )

450 1,400 e A\

400 1, 200
350 1, 000
300 FoN o/ ¢ ), - 800
°3" CAO forecast for 600
250 1 Jan-Mar 2024
200 . . . . . . . . . . . . 400 - - - - - - - - . . . -
12 13 14 15 16 17 18 19 20 21 22 23 24 12 13 14 15 16 17 18 19 20 21 22 23 24
- (cy) (€Y)
—o—Manufacturing orders —o— Overseas orders
—o—Non—manufacturing orders*
Source: Cabinet Office (CAO); compiled by DIR.
* excluding ships and electric power.
Note: Thick lines 3M/MA basis.
Order Amounts by Industry (Manufacturing Chart 3
Chemical and Chemical Products Information and Communication Electronics
Equipment
(Y bil) 30 (Y bil)
the
' (1Y)
25 Fi l H
80 i i
i : 20
60 i H
[} "
[ n 15
40
10
20 5
12 13 14 15 16 17 18 19 20 21 22 23 12 13 14 15 16 17 18 19 20 21 22 23
(@) (@)

Source: Cabinet Office (CAO); compiled by DIR.
Note: Thick lines 3M/MA basis.
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Source: Cabinet Office (CAO); compiled by DIR.
Note: Thick lines 3M/MA basis.

(Annualized; Y tril)

. o] 100
1 95
0.9 I* 1 90
M s5
0.8
80
0.7 75
0.6 CAO forecast for | 70
: Jan-Mar 2024 | s
0.5 e ——————————iiied ()
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 1516 17 18 19 20 21 22 23 24 )

——NMachinery orders* (left)
—0—Nominal capex (right)

Source: Cabinet Office (CAO); compiled by DIR.

* excluding ships and electric power.
Note: Thick lines 3M/MA basis.
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