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> Demand: orders, shipments, and capacity utilization are all rising, suggesting strong 
demand continues in 2022, but risks are mounting to the downside

> Supply chains:woes have improved, with further improvement expected in 2022
> Labor: the labor market is extremely tight. Finding qualified workers is difficult and 

wages are rising
> Inflation: prices are rising. Yes, some (hopefully much) of these increases are 

‘transitory,’ but the length of that transitory period is hotly debated. The Fed is 
behind which creates some risk of stalling the economy   

> Vehicle Market: production remains curtailed in 2022 with supply and demand 
moving into equilibrium in 2023. The broader transition to EVs is taking shape 

> Corporate Sector: the corporate sector has been extremely profitable over the last 
year. Equity markets have benefited tremendously as a result. The uncertainty of 
2022 creates significant volatility 

TL;DR



Economic  Growth Outlook

2021 2022 2023

World 6.1% 4% 4.1%

North America 5.4% 3.7% 2.6%

Europe 5% 4% 2.4%

Asia 6.7% 4.8% 5%
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Big  Bounc e  in De mand Cre a te d  Bottle ne c ks
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Indus try Growth on Solid  Footing  He ade d  into 20 22
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WHMA Indus try Se ntime nt is  Mos tly Pos itive



Curre nt Supply Cha in Conditions  for Wire  Harne s s  and  
Cable  As s e mbly Manufac ture rs  Re main Cha lle nging  
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Diffusion Index^

Current Direction of Key Business Indicators

Expanding

Contrac ting

Four-fifths  of Wire  Harness  
and Cable  Assembly 

Manufac ture rs  are  currently 
experiencing ris ing mate rial 

cos ts , with seven in ten 
reporting ris ing labor cos ts .

^A diffus ion index is  a  s tatis tical measure  used to de tect economic turning points .



Expanding

Contrac ting

The  Outlook for the  Ne xt 6  Months  is  Little  Change d
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Diffusion Index^

Anticipated Direction of Key Business Indicators – Next Six Months

^A diffus ion index is  a  s tatis tical measure  used to de tect economic turning points .
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Over the  next s ix months , Wire  
Harness  and Cable  Assembly 
Manufacture rs  expect to see  

continued increase  in mate rial and 
labor cos ts .

While  profit margins  and inventory 
available  to cus tomers  are  

expected to improve , ease  of 
recruiting and inventory available  
from supplie rs  are  expected to 

remain challenging.
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Direction of Key Business Indicators – Diffusion Index̂

^A diffus ion index is  a  s tatis tical measure  used to de tect economic turning points .

Ex
pa

nd
in

g
C

on
tra

ct
in

g

Wire  Harness  and Cable  Assembly Manufacture rs  expect to see  declines  in backlogs , while  inventorie s , ease  of 
recruitment, profit margins , shipments , and capacity utilization are  expected to see  notable  leve ls  of improvement.
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Supply Cha in Dynamics  a re  Improving
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Ports  a re  Se rvic ing  More  Ships  than Normal
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Re c e nt De c line s  in Chine s e  Port Throughput a re  
Conc e rning
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Global container throughput increased strongly 
in many ports which is helping ease supply 
bottlenecks in some areas. The renewed sharp 
decline in container throughput at Chinese ports 
could be an indication that supply problems will 
worsen again in the coming months
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Trans porta tion Cos ts  Re main Ele va te d
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Region Available Seats 
(Feb22 v. Feb19)

Africa -20.9%
Asia -26.9%

Europe -32.6%
Latin America -15.6%
Middle East -25.5%

North America -11.3%
Southwest Pacific -48.6%

Global -24.2%

Drive n in Part by Lowe r Se a t Capac ity
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Labor Pre s s ure s  Continue  to  Mount
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Pe ak-to-Trough Employme nt: The  Labor Marke t is  on Pa th 
for a  Quic k Re c ove ry
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His torica lly High Jobs  Ope nings
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His toric a lly High Jobs  Ope nings  in Durab le  Manufac turing
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His torica lly High Quit Ra te  Among Worke rs

 -

 0 .5

 1.0

 1.5

 2.0

 2.5

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Recess ion  Rate    Quits : Durable  Goods  Manufacturing



-15%

-10%

-5%

0%

5%

10%

1965 1967 1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021

Recession Manufacturing Employment

28

Manufac turing  Enjoying  Abnormal Employme nt Re c ove ry 
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“His torica lly” Strong  Wage  Gains
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Infla tion Expe c ta tions  and  Implica tions
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Infla tion has  Acce le ra te d

Used car and truck  are up 40% (in the last 
year). New and used vehic le  prices  alone  accounted for 
almost a  1/3 rd of the  increase  in CPI and half of the  increase  
in the  core  CPI. Energy prices  accounted for about a  
quarte r of the  increase . 
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Long-te rm Infla tion Expe c ta tions  Re la tive ly Ste ady
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 $-

 $20

 $40

 $60

 $80

 $100

 $120

2008 2011 2014 2017 2020

Recession Crude (WTI) Oil ($ per barrel) Forecast

Oil pric e s  s hould  de c line  s ome what but will re main above  pre -
pande mic  le ve ls  through 20 20  



43

The  Ve hic le  Marke t
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Inve ntorie s  Re main Extre me ly Tight
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Re nta l Fle e t Re build ing  Provide s  Some  Additiona l 
De mand for Ne w Ve hic le s
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Global flee t s izes  are  down 
nearly 30 % from 20 19. 
Americas  down nearly 

23%, inte rnational down 
44%
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The  Corpora te  Vie w
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S&P 50 0  Sa le s  Growth is  Strong  (for now)

S&P 500 Sales Growth 
has averaged 3.4% since 2000
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Ope ra ting  Marg ins  a t Re cord  Highs
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Equity Marke ts  a re  Running  Rich
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Price s  Look Expe ns ive
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The  Bull Marke t Today

 U.S. equity markets hit their low on March 23, 2020. 
 Bull marke ts  are  typically up 164 percent and las t 57 

months .
 The  current bull marke t is  s till young… 
 21 months
 up 96 pe rcent
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Questions?  Please contact:
Shawn DuBravac ,                                            
IPC Chie f Economis t

ShawnDuBravac@ipc.org
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