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PRODUCER PRICE INDEX - MANUFACTURING (PPI-M)

3rd Quarter 2010

1.
Introduction
This issue of the “Economic and Social Indicators (ESI)” presents a series of the PPI-M for the period January 2007 to September 2010.

The Producer Price Index (PPI-M) measures changes in the effective prices received by producers of the Manufacturing sector for that part of their output, which is sold on the domestic market. It reflects the price trends of a constant basket of goods, representative of the output of these manufacturing industries. Its coverage therefore excludes Export Oriented Enterprises whose outputs are usually meant for export. 

The methodology for compiling the PPI-M is based on the current level of prices while keeping the weights constant as at a particular base year which is updated usually every five years. As from year 2006 and up to the previous issue of the ESI (published in September 2010), the PPI-M was compiled and presented with year 2003 as base period (2003 = 100). With the availability of data collected from the Census of Economic Activities conducted in 2007, the weights for the PPI-M had been updated and this issue of the ESI is the first of a series which is presenting the indices with year 2007 as base period (2007 = 100).  

The index is compiled and presented for 17 Divisions (2-digits level of the National Standard Industrial Classifications of all Economic Activities, NSIC). To meet demands of users for indices at more detailed level, the following divisions have been further disaggregated to present the index at finer levels of industrial classifications: (a) Division 15 –“Manufacture of food products and beverages”, (b) Division 24 – “Manufacture of chemicals and chemical products “and,                        (c) Division 26 - “Manufacture of other non-metallic mineral products”. 

The monthly indices for the last 12 months (October 2009 to September 2010) are given in Table 1. Tables 2 to 4 present the monthly indices for 2009, 2008, 2007 respectively while the PPI-M for each quarter of 2009 and 2010 are given at Table 5. 

Given the update of the weights, whereby the base year had been shifted from 2003 to 2007, figures in this issue of the ESI and those presented in previous ones are not strictly comparable.  However, to facilitate analysis of the Index for a longer series, monthly PPI-M for the manufacturing sector as well as for Division 15 “Manufacture of food products and beverages” has been revised backward down to 1998 and given at Table 6 of this publication.  

A brief analysis on the main changes in the weights from 2003 to 2007 and some improvements brought in the compilation of the index is given in the ‘Technical Notes’ at the end of the publication.

2.
Producer Price Index (Year 2007 = 100)

2.1
Monthly index

2.11 Manufacturing Sector


The Producer Price Index for the manufacturing sector, which stood at 114.1 in June 2010, registered a net increase of + 0.7 point (+0.6%) to reach 114.8 in September 2010.  The index gained  0.7 point (+0.6%) in July, moved further up by 0.1 point (+0.1%) in August and went down by 0.1 point           (- 0.1%) in September (Table 1). 

The increase in the overall index in July (+0.7 point) is mainly explained by increases in the index of “Manufacture of other non-metallic mineral products” (+5.8%), “Manufacture of chemicals and chemical products” (+0.7%), “Manufacture of wearing apparel” (+2.2%) and “Manufacture of rubber and plastic products” (+0.6%), partly offset by decreases in “Manufacture of basic metals” (-7.7%), "Manufacture of food products and beverages" (-0.1%) and “Manufacture of other transport equipment” (-4.9%).
In August, the overall index increased by 0.1% mainly due to increases in the index of “Manufacture of food products and beverages” (+0.2%), “Manufacture of fabricated metal products” (+0.2%) and “Manufacture of paper and paper products” (+0.5%).
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The index registered a decrease of 0.1% in September. This was mostly due to the net effect of the changes of the index in the following activity groups: “Manufacture of fabricated metal products”    (-1.9%), “Manufacture of food products and beverages”        (-0.1%), “Manufacture of other transport equipment”    (-0.4%) and “Manufacture of other non-metallic mineral products” (+0.3%). 
As shown graphically in Fig. 1, the upward trend of the index as from the last month of 2009 is maintained with a relatively sharper rise noted from April to July 2010 followed by a fairly stable period during the last two months.

2.12 Manufacture of Food and Beverages
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The activity group “Manufacture of food products, beverages and tobacco” accounts for more than 50% of the overall weight of the manufacturing sector. The index for this activity group dropped by 0.1 point (-0.1 %) in July, moved up by 0.1 point in August to drop once again by 0.1 point in September. 

The decrease of the index in July is mainly accounted for by a decrease of 5.0% in "Manufacture of grain mill products" while the increase in August is explained by higher prices in “Manufacture of macaroni, noodles and similar products” (+12.7%) and “Manufacture of vegetable and animal oils and fats” (+0.4%). The decrease of the index by 0.1 point in September, was mainly attributable to lower prices in “Manufacture of grain mill products” (-0.9%) and “Processing and preservation of fish and fish products” (-0.2%).

2.13 Manufacture of other non-metallic mineral products 
The activity group ‘Manufacture of other non-metallic mineral products’ contributes around 11.7% of the total weight of the manufacturing sector. The index pertaining to this group rose by 6.9 points (+5.8%) from June to reach 125.3 in July 2010. It maintained the same level in August to finally move up by 0.3 point to attain 125.6 in September. 
The increase of the index in July for this activity group is mainly the results of higher prices in activities related to stone crushing. 

2.14 Manufacture of chemicals and chemical products

The sub-index “Manufacture of chemicals and chemical products” which accounts for 9.5% of the overall weight, gained 0.8 point (+0.7%) from June to July 2010. It remained at the same level in August and September 2010. 

The increase of the index in July for this activity group is mainly attributable to higher prices in the “Manufacture of soap, detergents, cleaning preparations & cosmetics”.
2.2
Quarterly Index

2.2.1 Manufacturing Sector
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Table 5 gives the evolution of the Producer Price Index on a quarterly basis, the quarterly index being computed as the geometric mean of the monthly indices.  The index, which was 113.6 in the second quarter of 2010, went up 1.3 points (+1.1%) to attain 114.9 in the third quarter of 2010.  This growth was mainly due to higher prices in the “Manufacture of other non-metallic mineral products” (+6.0%), “Manufacture of food products and beverages” (+0.3%) and “Manufacture of chemicals and chemical products” (+1.1%). 

Compared to the corresponding quarter of 2009, the overall index for the third quarter of 2010 moved up by 3.6 points (+3.2%). This was driven by increases in prices of “Manufacture of chemicals and chemical products” (+6.6%), “Manufacture of food products and beverages” (+0.9%), “Manufacture of rubber and plastic products” (+11.2%) and “Manufacture of other non-metallic mineral products” (+3.6%), partly offset by decreases in the prices of “Manufacture of wood, wood products and cork except furniture” (-9.0%) and “Manufacture of fabricated metal products” (-0.3%). 

2.2.2 Manufacture of Food and Beverages


Within “Manufacture of food products and beverages”, “Manufacture of food products” gained 0.5 point (+0.4%) compared to the previous quarter of 2010. This was mostly explained by higher prices in “Production, processing and preservation of meat and meat products” (+1.9%), “Manufacture of macaroni, noodles and similar products”(+8.3%) and “Processing and preservation of fish and fish products” (+9.5%).  The index for “Manufacture of beverages” increased by 0.1 point (+0.1%) due to higher prices of “Beer” (+0.1%) and “Wine” (+0.1%). 
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Within “Manufacture of food products and beverages”, “Manufacture of food products” registered an increase of       0.5 point (+0.5%) and “Manufacture of beverages” by 2.2 point (+1.9%) compared to the corresponding quarter of 2009.  At a more detailed level, increases were noted in “Production, processing and preservation of meat and meat products” (+2.9%), “Processing and preservation of fish and fish products” (+17.9%), “Soft drinks” (+6.8%), “Beer” (+1.5%) and “Manufacture of macaroni, noodles and similar products” (+8.3%).   
2.2.3 Manufacture of other non-metallic mineral products 

The index registered an increase of 7.1 points (+6.0%) compared to the second quarter of 2010 and gained 4.3 points (+ 3.6%) when compared to the corresponding quarter of 2009. These are mainly the results of higher prices in activities related to stone crushing.
2.2.4 Manufacture of chemicals and chemical products

The index rose by 1.3 points (+1.1%) compared to the previous quarter of 2010. This was mainly due to higher prices in “Manufacture of soap, detergents & cleaning preparations & cosmetics”. Compared to the corresponding quarter of 2009, the index moved up by 7.7 points (+6.6%) largely attributable to higher prices in “Manufacture of basic chemicals, except fertilizers and nitrogen compounds” (+16.3%).
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