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World Manufacturing Production

Quarter 11l 2022 Report

Growing at a modest pace

on unstable ground

e This report provides insights on the latest trends of global manufacturing,
based on seasonally adjusted data up to the third quarter of 2022.

e The report relies on UNIDO’s new country classification for 2022.

e In a year-over-year comparison, global manufacturing production
increased by 3.6 per cent in the third quarter of 2022.

e On a regional level, Latin America and the Caribbean and
Asia and Oceania showed the best performance.

o Manufacturing of motor vehicles appeared at the top of industries
with the best global performance among industrial sectors.
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Global and regional manufacturing growth

Global manufacturing growth picked up in the third
quarter, but remained moderate. Despite this re-
cent positive performance, global manufacturing
production faces mounting challenges: high infla-
tion and an energy price shock, persistent disrup-
tions in the supply of raw materials and intermedi-
ate goods, global economic deceleration, weakened
confidence and high uncertainty. This could build
into headwinds slowing down this sector in many

economies, particularly in Europe.!
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Figure 1: Year-over-year growth rates of quarterly
world manufacturing output

In the third quarter of 2022, world manufac-
turing production stabilized at a solid 3.6 per cent
year-over-year growth rate, following a weaker 3.0
per cent increase in the previous quarter (Figure 1).
After the collapse of manufacturing in 2020 caused
by the COVID-19 pandemic and the subsequent
recovery in 2021, world manufacturing production
in 2022 is growing at a modest pace, yet on an
unstable ground.

A closer look at different regions provides fur-
ther insights (see Figure 2).

The manufacturing sector in Latin America
and the Caribbean recorded an expansion of 4.9 per
cent, which can be mainly attributed to the good
performance of Mexico and Argentina, reporting
7.2 per cent and 5.8 per cent growth, respectively.

Manufacturing production in Asia and Ocea-
nia achieved an output growth of 4.4 per cent.
This result is primarily linked to the manufactu-
ring activity in China, where production expanded
by 4.5 per cent, climbing from a relatively weak
2.7 per cent growth recorded in the previous quar-
ter. This has been supported by fewer restrictive
containment measures in this country and a con-
sequent rebound in activity.® In Japan, the per-
formance of manufacturing sector improved in the
third quarter and grew by nearly 4.0 per cent, fol-
lowing declines reported in the first two quarters
of 2022. Significant growth was observed in Saudi

Arabia, where manufacturing production rose by

LOECD (2022), OECD Economic Outlook, Volume 2022 Issue 2: Preliminary version, OECD Publishing, Paris, available

at https://doi.org/10.1787 /f6da2159-en
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25.3 per cent in the third quarter, and continued
the pattern of strong growth observed in the pre-
vious quarters of 2022. A new industrial strategy
of the country aims at turning this country into a
prominent industrial producer at a global scale.
Northern America’s manufacturing output
continued growing at a moderating pace of 3.5 per
cent, mirroring a slight, but notable deceleration in
the manufacturing production of the United States
of America (3.4 per cent growth). At the same
time, European manufacturing production grew by
1.7 per cent, suffering from the proximity to the
conflict in Ukraine. The United Kingdom's manu-
facturing output has declined for several quarters
in a row. The latest data reveals a deepened fall by

5.7 per cent, one of the steepest downturns since

the global financial crisis. On the other hand, some
leading European manufacturers remained in posi-
tive territory: Germany reported growth of 2.0 per
cent, France 2.7 per cent, Spain 3.0 per cent, and
Switzerland 6.5 per cent. However, this expan-
sion might still be at risk considering the outlook
for the approaching winter: persistent supply chain
disruptions, record-high energy prices and the pos-
sibility of localized blackouts.

Limited data on Africa show a growth rate
of 0.4 per cent, the lowest growth across broad
regions of the world. The manufacturing develop-
ment of the economies in this group was mixed;
South Africa grew by 3.0 per cent, output of Cote
d’lvoire stagnated and Nigeria experienced a pro-

duction decline of 0.9 per cent.
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Figure 2: Year-over-year growth rates of regional manufacturing output
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Findings by country groups

Industrial economies

Industrial economies, responsible for around 90 per
cent of global manufacturing output, ticked up

from the limited 2.5 per cent year-on-year increase

United Kingdom

All industrial economies High-income Estonia

== Middle-income (excl. China) China

[}

Israel i

in the second quarter of 2022 to a 3.6 per cent 1
. . Bulgaria !
expansion in the third quarter, supported by a re- :
bound in China (Figure 3). Middle-income indus- Malaysia !
[}

trial economies improved their manufacturing pro- Malta [
[}

duction by 3.9 per cent, though mostly as a result Poland ]
of a low base in the previous year. On quarter-to- i
[}

quarter basis, stagnation is observed. The produc- |
Luxembourg ]

tion performance of high-income industrial econo- :
. Belgium !
mies progressed by 2.8 per cent. i
Sri Lanka :

1

]

[}

I

1

0

-5 5 10 15

Figure 4: Year-over-year growth rates of the top
5 and bottom 5 industrial economies for Quarter
11 2022

At the country level, manufacturing produc-
tion continued to grow at a dynamic pace of
around 14 per cent in Israel and Bulgaria (see Fig-

ure 4), followed by Malaysia with an output growth

of 13.4 per cent. Malta broke recurring periods
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2020 2021 2092 of negative growth with a 11.5 per cent upturn

and output in Poland also continued growing at a

Figure 3: Index of manufacturing production of two-digit level. On the other hand, Sri Lanka, the

industrial economies (Q4 2019 = 100)

United Kingdom and Estonia suffered a production

drop of more than 5 per cent.
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As depicted in Figure 5, the group of middle-
income industrial economies as a whole (i.e. includ-
ing China) continued on a relatively stable path
of subdued growth observed during the last year.
The relative uptick recognized in the latest quar-
ter follows the trajectory of China, which reported
a rebound of 4.5 per cent in the third quarter, as
mentioned before. Other middle-income industrial
economies achieved an output increase of nearly
4 per cent, linked to strong production expansion
coming from south-eastern regions of Asia (13.4
per cent from Malaysia, 7.9 per cent from Thai-
land and 4.8 per cent from Indonesia) as well as
solid results in Mexico, Argentina and other eco-

nomies in this group.

Other industrializing economies

The group of other industrializing economies ac-
counts for a lower share of global manufacturing
production. Although heterogeneous, the coun-
tries in this group are unified in that they would
benefit considerably from a stronger industrial sec-
tor and a shift to industries with higher productiv-
ity and technological intensity. Overall, this group
registered a year-over-year output increase of 4.9
per cent in the third quarter of 2022, higher than
the group of industrial economies.

Middle-income industrializing economies
slightly contracted when compared to the previous
quarter, causing an effect of curve convergence
(Figure 6). Note that the convergence occurs
only when rebasing against Q4 2019, otherwise
a clear distinction emerges between economies at
different income levels (see table at the end of this
report.) Low-income economies are still recovering
from the crisis, even though they have now almost
reached the pre-pandemic level, as the latest data

suggest.
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Figure 5: Year-over-year growth of manufacturing
output in China and middle-income regions

== All industrializing economies = Middle-income
~* High-income Low-income

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
2020 2021 2022

Figure 6: Index of manufacturing production of
other industrializing economies (Q4 2019 = 100)
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Emerging industrial economies

Emerging industrial economies is a special group
of low- and middle-income economies whose ma-
nufacturing sectors have demonstrated significant
dynamism in recent years. In addition to several in-
dustrial economies, the group also includes other
industrializing economies which, although still at
earlier stages of industrial development, have a ma-

nufacturing sector that has shown strong growth.
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Figure 7: Index of manufacturing production of
emerging industrial economies as well as other
selected country groups (Q4 2019 = 100)
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Figure 8: Year-over-year growth rates of
manufacturing output of selected emerging
industrial economies

This group of economies has indeed demon-
strated a high dynamism in manufacturing output,
outpacing the world average, with a 4.7 per cent
expansion during the third quarter of this year, as

depicted in Figure 7.
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It is worth noting the performance of the ma-
nufacturing sector in Viet Nam. Committed to sus-
tainable growth, Viet Nam reported a 28.3 per cent
improvement in manufacturing output during the
third quarter of 2022, far exceeding the average
of emerging industrial economies (Figure 8) and
achieving its best performance yet since the start of
UNIDO quarterly database in 2014. Moreover, this
is not an isolated accomplishment; similar numbers
have been registered repeatedly throughout 2022.
The strategy to leverage its national, economical
and geographical assets and become a major ma-
nufacturing hub in Asia has proven robust also dur-
ing the critical period of 2020-2021.

The only negative performance within the
group was recorded in Sri Lanka, while manufac-
turing production in India registered a subdued

growth of 1.5 per cent.
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Findings by industry groups

The latest global developments of industrial sec-
tors grouped by technological intensity is shown
in Figure 9. On average, industries classified as
medium-high and high-technology continued out-
performing the other sectors, growing at a year-
over-year growth rate of 5.9 percent. While low-
technology industries expanded by 1.0 per cent,
medium-low technology industries recorded only a

minimal expansion of 0.5 per cent.

and optical products, and electrical equipment. On
the other hand, production of basic pharmaceuti-

cals experienced a loss during this period.
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Figure 9: Year-over-year growth rates of
manufacturing industries by technolog. intensity
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Figure 10: Year-over-year growth rates of output
in the motor vehicles sector, selected countries
with a large weight in this sector

The growth rate of medium-high and high-
technology industries remained solid as a result of
a recovery in the automotive sector and consis-

tently strong production of computers, electronics

UNIDO Statistics

Manufacturing of motor vehicles appeared as
the top industrial sector with the highest perfor-
mance on an annual basis, continuing its recovery
and exceeding 15 per cent increase in production at
a global level (Figure 11). The main automotive
producers made an extraordinary performance in
the third quarter of 2022, many of them reporting
two-digit growth rates (Figure 10).
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The performance of industries differs across
country groups, as shown in the growth rates pre-
sented in Figure 11. As mentioned before, indus-
trial economies recorded the biggest increases in
higher-technology sectors, with the exception of
the production of pharmaceuticals, where two con-
secutive quarters of negative year-over-year growth
were registered after an uninterrupted positive
growth since 2010. However, a closer look at the

data reveals that the minor 1.1 per cent decrease

observed during the third quarter was caused by
the strong performance in the prior year, but actu-
ally the quarter-on-quarter rate was already posi-
tive in the third quarter. At the same time, other
industrializing economies further contributed to
the recovery of motor vehicles production. In ad-
dition to computers, electronics and optical prod-
ucts, the manufacturing of electrical equipment,
wearing apparel and beverages kept growing at a

fast pace.
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Figure 11: Growth rates by industry in percentage change compared to previous year, Quarter |1l 2022
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Main indicators for Quarter 111 2022

Estimated index and growth rates of world manufacturing output

Index values and year-over-year percentage changes

Compared
Share Compared
. Index . to same
in world MVA to previous A
(2015 = 100) period of the
(2015) quarter .
previous year

World 100.0 122.6 1.0 3.6
Industrial economies 92.9 122.6 11 3.6
High-income industrial economies 53.2 107.7 0.8 2.8
Middle-income industrial economies (excl. China) 12.4 115.0 0.0 3.9
China 27.4 155.0 1.9 4.5
Other industrializing economies 7.1 122.1 -0.7 4.9
Other high-income economies 1.9 112.2 11 11.5
Other middle-income economies 5.1 125.7 -1.4 2.8
Low-income economies 0.1 125.8 2.4 7.9
Regions

Africa 1.8 108.1 -0.5 0.4
Asia & Oceania 51.0 136.9 1.5 4.4
Europe 22.7 112.2 0.4 1.7
Latin America 5.3 107.4 0.7 4.9
Northern America 19.3 102.5 0.1 35

Source: UNIDO Statistics.

More detailed data can be downloaded here.
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Methodological note

This report presents observed growth rates
and estimates of world manufacturing production
for the third quarter of 2022, as well as revised
estimates for the second quarter of 2022. The fig-
ures are based on index numbers of industrial pro-
duction (IIP) collected by UNIDO Statistics from
national data sources.

IIP measures the growth of the volume of in-
dustrial production in real terms, free from price
fluctuations. Users should take note that while
annual industrial growth rates from national ac-
counts generally refer to changes in manufacturing
value added (MVA) (i.e. output net of intermedi-
ate consumption), quarterly lIPs reflect the growth
of gross output.? Given the temporal nature of es-
timates, output growth provides the best approxi-
mation of value added growth, assuming that the
input-output relationship remains stable during the
observation period.

UNIDO has published quarterly reports on
world manufacturing since 2011. The data compi-
lation and presentation methods are regularly up-
dated. Since 2013, growth figures have been pub-
lished based on seasonally adjusted index numbers.
Since 2017, seasonal adjustments have been made
using the TRAMO/SEATS? method in the JDeme-

tra+ software. The purpose of seasonal adjust-

ments is to filter out periodic fluctuations or cal-
endar effects within time series. The individual pa-
rameters of the seasonal adjustment procedure for
each time series are subject to regular revisions,
normally at the beginning of each new reference
year. Major economic uncertainties or other un-
usual events, such as the global pandemic of 2020,
require frequent reviews of the underlying models
based on the most recent available information.
This report refers to country groups in terms
of economic territories rather than political bound-
aries. Economies are classified according to a com-
bination of their stage of industrialization (indus-
trial or industrializing) and income level (high in-
come, middle income and low income). This classi-
fication is particularly useful for presenting growth
estimates by country aggregates at different levels
of structural transformation. In addition, the re-
port includes information on the group of emerg-
ing industrial economies, which includes the most
dynamic economies within both industrial and in-
dustrializing economies. Finally, regional groups
based on the M49 classification are also presented.
A comparative picture of growth trends in differ-
ent parts of the world is provided based on these
country groups. The full list of economies in the

country groupings is available in the International

2For a description of the variable manufacturing value added (MVA) can be found here.
3TRAMO stands for Time series Regression with ARIMA noise, Missing values and Outliers, and SEATS for Signal Ex-
traction in ARIMA Time Series. ARIMA is the abbreviation of Autoregressive Integrated Moving Average, a widely applied

statistical method for time series analysis.
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Yearbook of Industrial Statistics 2022.

The present report implements revision 4 of
the International Standard for Industrial Classifica-
tion of All Economic Activities (ISIC Rev.4). For
countries that publish monthly/quarterly indices
based on ISIC Rev.4, national data are used in their
original form. For countries that still produce in-
dex numbers based on ISIC Rev.3, growth figures
are estimated at the two-digit level of Rev.4 using
correspondence tables. In both cases, data on in-
dex numbers are derived from national statistical
sources. In case of missing data, UNIDO conducts
imputations. These estimates are replaced as soon
as the officially reported values become available
in national statistical publications.

Growth rates are calculated from the national

UNIDO Statistics

index numbers aggregated to the given country
group or geographical region using weights based
on the countries’ contribution to world MVA. Since
the first quarter of 2020, the base year has been
adjusted to 2015 in accordance with other UNIDO
publications.

Users can find further information on the
methodology of index numbers, estimation proce-
dures and a compilation of country groups’ indices
in a methodological document that is available on
the statistical pages of UNIDQO's website. The in-
dices themselves are published in UNIDO's Quar-
terly IIP database, available on the UNIDO Statis-
tics Data Portal. Since 2020, UNIDO also pub-
lishes monthly data on world manufacturing pro-

duction with regular updates.
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