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Data Release: Manufacturing holds steady in June, but future looks bright 

 The Institute for Supply Management (ISM) manufacturing index nudged down by 0.1 points to 
55.3 in June, falling short of expectations, which called for a small gain to 55.8.  

 New orders and imports were the only two sub-components to gain, rising by 2.0 and 2.5 
percentage points, respectively. 

 Declines in momentum were most prevalent in the backlog of orders (-4.5pp), exports (-2.0pp), 
and prices (-2.0pp).  

 The growth rate of production also slowed (-1.0pp), while the employment and inventory sub-
indices remained unchanged.  

 The spread between new orders and inventories rose by 2.0 pp to 6.0 in June – its highest level 
this year. 

Key Implications 

 The headline number disappointed and several indicators showed slower momentum, but the 
details remain constructive for acceleration with the key sub-indices at robust levels. 

 In particular, the gain in new orders and subsequent widening of their spread to inventories bodes 
well for future production. This is further corroborated by an uptick in the imports sub-index, which 
tends to be highly correlated with future manufacturing activity. 

 Production itself took a step back, but the slowdown was minor and the pace of growth remains 
near its highest clip of the recovery. At the same time, the employment index, while unchanged, 
points to further moderate gains in manufacturing employment in tomorrow's payroll report.  

 Perhaps the most disappointing metric was the second consecutive decline in the export sub-
index after some improvement through April. This may be a testament to an uneven global 
recovery accentuated by the pervasive of weakness in the Eurozone.  
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