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Data Release: U.S. manufacturing activity is shining bright in August 

 The Institute of Supply Management (ISM) manufacturing index continued to surprise on the upside in 
August, moving up by 1.9 points to 59.0 – the highest reading in since March 2011. Today's print exceeded 
market expectations, which called for a 57.0 reading.  

 The underlying details of the report were similarly encouraging. Production and new orders subcomponents 
accounted for the bulk of the increase in the headline number, rising by 3.3 points apiece. Inventories also 
advanced; however, thanks to the gains in new orders subcomponent, the spread between new orders and 
inventories remained near the highest level this year. This bodes well for future production.  

 Coming on the heels of a substantial gain a month earlier, the employment subcomponent was flat in 
August, but remains firmly in expansionary territory.  

 Seventeen out of eighteen manufacturing industries surveyed reported increased production volumes in 
August. Textile mills was the only industry to report a contraction.  

 Comments from survey participants were generally positive, however participants voiced some concerns 
over geopolitical risks and slower demand from Europe and China.     

Key Implications 

 Today's report helped to kick-start the shortened week on the positive note, showing that the U.S. 
manufacturing sector continued to gather momentum in August. New orders and production remained 
bright spots, with activity rising to the highest level in several years. Rising factory output should translate 
into stronger demand for capital goods, helping to buoy business investment in the second half of the year.  

 In the last payroll report, employment growth in the goods-producing sector rose at the fastest pace since 
April 2012. The continued strong reading on the employment sub-component of the ISM suggests that 
hiring by goods-producing industries should continue its strong performance in this Friday's report.  

 An upbeat manufacturing report in the U.S. stands in contrast to a less robust activity elsewhere. 
Eurozone's manufacturing PMI fell from 51.8 to 50.7 in August, as activity slowed in three of its largest 
economies – Germany, Italy and France. This was the lowest reading in 13 months, with the index 
remaining just a hair above the 50-point benchmark that is consistent with expanding activity. China's PMI 
also disappointed, with the official index falling from 51.7 to 51.1. 
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