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Data Release: U.S. manufacturing activity ramps up in July  

 The Institute for Supply Management (ISM) manufacturing index moved up in July, rising up 1.8 points to 57.1. 
The headline was considerably above consensus expectations, which called for a moderate increase from 
55.3 to 56.0. 

 The details of the report were equally encouraging, with four out of the index's five sub-components delivering 
gains on the month. New orders and employment sub-components led the way, gaining 4.5 and 5.4 points, 
respectively. New orders rose for the sixth consecutive month, while the employment sub-component gained 
for the first time in two months, and is currently at the highest level since June 2011. Momentum also picked 
up in production, with the sub-component rising by 1.2 points.  

 The inventory sub-component declined by 4.5 points in July. As a result, the spread between new orders and 
inventories rose by 9 points to 15 – the highest level this year. This augers well for future production. 

 Seventeen out of eighteen manufacturing industries surveyed reported growth in July – four more than at the 
same period last year. Wood products manufacturing was the only industry to report a contraction.   

 Comments from survey participants were generally positive; however some have voiced concerns over rising 
geopolitical risks.  

Key Implications 

 After taking a breather in June, momentum picked up in the manufacturing sector in July, with activity running 
at the fastest pace since April 2011. Overall, this was a very positive report, with most key sub-components 
showing marked acceleration relative to the month prior. The strength in manufacturing activity supports our 
expectation for the U.S. economy to post growth around 3.0% over the remainder of this year. 

  A substantial gain in the employment sub-component was already telegraphed in this morning's payroll report. 
Manufacturing industry added 28k jobs in July. On a year-over-year basis, manufacturing payrolls are up 1.5% 
– the fastest pace of growth since November 2012.  

 Declines in export and import subcomponents were the only dark sports on the otherwise positive report. This 
might be a testament to uneven recovery in Europe, which is being further hindered by a flare-up of 
geopolitical tensions in the region. As a whole, activity was flat in the Eurozone in July, with the PMI index 
remaining unchanged relative to June at 51.8. Meanwhile, activity accelerated in China, with the official PMI 
rising from 51.0 in June to 51.7 in July. This marked the highest reading in the last 18 months, and is an early 
sign that targeted stimulus measures rolled out earlier in the year are bearing fruit.  
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