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February Industrial Production Was Held Up by More than Weather
 
Summary
Industrial production fell 2.2% in February, marking the largest monthly decline since the
lockdown halted output in March and April of last year. With broad-based declines across
industries, it is more than just storms holding up industrial activity.
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Industrial Recovery Put on Ice
The industrial sector's recovery went into reverse last month.
Total production fell 2.2%, the largest decline since last spring's
wide-scale lockdowns. The severe winter weather that gripped the
Central United States was the largest culprit in the decline, but
supply chain issues have come to the point where they are not just
restraining growth, but pushing the recovery backwards.

To be sure, last month's polar vortex did a number on the industrial
sector. The unusually frigid February followed an abnormally warm
January. The cranking up of thermostats sent utilities production
up 7.4%. At the same time, the temporary shuttering of oil & gas
wells drove mining output down 5.4% in February. The weather
disruptions ltered on through to the manufacturing sector.
Factory output declined 3.1%, with the largest declines centered
around industries most aected by the extreme weather, including
chemical manufacturing (-7.1%) and petroleum and coal product
manufacturing (-4.4%). 70
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Can't Chalk It Up Merely to Weather
While February's extreme weather wreaked havoc on utilities and
mining, the manufacturing sector is also dealing with a logistics
problem, and there is evidence it is getting worse. Motor vehicle
& parts production, for example, was down in three out of the
previous ve months going into today's report, but the 8.3%
drop in February is larger than the three prior monthly declines
put together. This is not a demand problem; many dealers are
having trouble keeping adequate inventory in stock, but the lack of
availability has pushed many buyers into the used car market driving
up prices of used autos.

It is not just autos. Production was down for many durable
manufacturing categories including wood products, machinery and
fabricated metals. The ISM survey for February reported that its
supplier delivery index rose to 72.0, indicating that wait-times in
the manufacturing sector are nearly as widespread now as they
were at the height of the lockdown when the same measure was at
76.0. Other than that, you'd have to go back to the 1970s to nd
a higher reading on supplier deliveries. Excluding the eects of the
winter weather, manufacturing output would still have fallen about
half a percent in February.
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Outlook for Manufacturing is Good...Provided
Inputs Can Be Sourced
February's setback in industrial production is only temporary, in our
view. Orders activity remains strong, fueled by low inventories as
well as consumers and businesses in a strong position to spend.
Supply chain bottlenecks are set to restrain the overall pace of
activity in coming months, but are emblematic of the solid demand
picture that underscores the outlook. For industry in general,
this is a good problem to have: demand is growing faster than
productive capacity. But these are trying times for the logistics
industry and supply chain managers. In our view, the top speed for
manufacturing is set by a governor: the movement of global supply
chains. Businesses can only ramp production when they have the
inputs they need.

0

10

20

30

40

50

60

70

80

-25%

-20%

-15%

-10%

-5%

0%

5%

10%

15%

00 02 04 06 08 10 12 14 16 18 20

Manufacturing Production vs. ISM Manufacturing
Year-over-Year Percent Change, Index

Manufacturing Production: Feb @ -3.8% (Left Axis)

ISM Manufacturing: Feb @ 60.80 (Right Axis)

Source: Institute for Supply Management, Federal Reserve Board and
Wells Fargo Securities

Economics | 3



Economic Indicator Economics

Subscription Information

To subscribe please visit: www.wellsfargo.com/economicsemail

The 2021 Annual Economic Outlook: Aftershocks and Divergence in the Post-Pandemic Economy is available at wellsfargo.com/economicoutlook

Via The Bloomberg Professional Services at WFRE

And for those with permission at www.wellsfargoresearch.com

Economics Group

Jay H. Bryson, Ph.D. Chief Economist (704) 410-3274 jay.bryson@wellsfargo.com

Mark Vitner Senior Economist (704) 410-3277 mark.vitner@wellsfargo.com

Sam Bullard Senior Economist (704) 410-3280 sam.bullard@wellsfargo.com

Nick Bennenbroek International Economist (212) 214-5636 nicholas.bennenbroek@wellsfargo.com

Tim Quinlan Senior Economist (704) 410-3283 tim.quinlan@wellsfargo.com

Azhar Iqbal Econometrician (212) 214-2029 azhar.iqbal@wellsfargo.com

Sarah House Senior Economist (704) 410-3282 sarah.house@wellsfargo.com

Charlie Dougherty Economist (704) 410-6542 charles.dougherty@wellsfargo.com

Michael Pugliese Economist (212) 214-5058 michael.d.pugliese@wellsfargo.com

Brendan McKenna International Economist (212) 214-5637 brendan.mckenna@wellsfargo.com

Shannon Seery Economist (704) 410-1681 shannon.seery@wellsfargo.com

Jen Licis Economic Analyst (704) 410-1309 jennifer.licis@wellsfargo.com

Hop Mathews Economic Analyst (704) 383-5312 hop.mathews@wellsfargo.com

Nicole Cervi Economic Analyst (704) 410-3059 nicole.cervi@wellsfargo.com

Sara Cotsakis Economic Analyst (704) 410-1437 sara.cotsakis@wellsfargo.com

Coren Burton Administrative Assistant (704) 410-6010 coren.burton@wellsfargo.com

4 | Economics

http://www.wellsfargo.com/economicsemail
http://wellsfargo.com/economicoutlook
http://www.wellsfargoresearch.com


February Industrial Production Was Held Up by More than Weather Economics

Required Disclosures

This report is produced by the Economics Group of Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission,
the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp. Wells Fargo Securities, LLC, distributes this report directly and through
aliates including, but not limited to, Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International
Limited, Wells Fargo Securities Europe S.A., Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.
Wells Fargo Securities, LLC is registered with the Commodity Futures Trading Commission as a futures commission merchant and is a member in good standing of
the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodity Futures Trading Commission as a swap dealer and is a member in good
standing of the National Futures Association. Wells Fargo Securities, LLC and Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative
products, any of which may be discussed within this report.

The information in this report has been obtained or derived from sources believed by Wells Fargo Securities, LLC to be reliable, but Wells Fargo Securities, LLC does
not guarantee its accuracy or completeness, nor does Wells Fargo Securities, LLC assume any liability for any loss that may result from the reliance by any person
upon any such information or upon any opinions set forth herein. Such information and opinions are subject to change without notice, are for general information
only and are not intended as an oer or solicitation with respect to the purchase or sale of any security or other nancial product or as personalized investment
advice. Wells Fargo Securities, LLC is a separate legal entity and distinct from aliated banks and is a wholly owned subsidiary of Wells Fargo & Company. © 2021
Wells Fargo Securities, LLC

Important Information for Non-U.S. Recipients

For recipients in the United Kingdom, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated investment
rm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services and Markets Act 2000 (“the Act”),
the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does not deal with retail clients as dened in the Directive
2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and Markets Act 2000 for the protection of retail clients will therefore not apply, nor
will the Financial Services Compensation Scheme be available. For recipients in the EEA, this report is distributed by WFSIL or Wells Fargo Securities Europe S.A.
(“WFSE”). WFSE is a French incorporated investment rm authorized and regulated by the Autorité de contrôle prudentiel et de résolution and the Autorité des
marchés nanciers. WFSE does not deal with retail clients as dened in the Directive 2014/65/EU (“MiFID2”). This report is not intended for, and should not be
relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED - MAY LOSE VALUE - NO BANK GUARANTEE

Economics | 5


	Important Disclosures

