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Data Release: U.S. manufacturing is improving… and it’s no April Fool’s joke 

 The Institute for Supply Management (ISM) manufacturing index rose by 0.5 to 53.7 in March, but 
fell short of expectations for a 54.0 reading. 

 Most components of the index rose on the month, with production (+7.7) and the backlog of 
orders (+5.5) leading the gains. Exports (+2.0), imports (+1.0) and new orders (+0.6) also 
advanced. 

 Supplier deliveries (-4.5) and customers’ inventories (-4.5) both led the declines, with employment 
(-1.2) and prices (-1.0) also decelerating from February. 

 The spread between new orders and inventories rose 0.6 on the month, boding well for future 
production. 

Key Implications 

 This report marks the second month of improvement in the U.S. manufacturing sector. While the 
number fell shy of expectations, it was largely due to the negative impact of severe weather on 
several indicators. Supplier deliveries fell, indicating slightly faster deliveries, after a difficult 

February. At the same time, customers’ inventories were not as high as last month.    
 More importantly, production rebounded from the February slump to a solid reading of 55.9 in 

March. In light of the rising backlog of orders and an improvement in the new orders sub-index 
(relative to inventories) we expect production to continue ramping up as the weather effects 
dissipate in April. The notion that weather is to blame for much of the setback in manufacturing 
activity recently is further corroborated by regional surveys, with northern districts seeing far more 
severe declines. 

 Production should be well supported by increasing domestic demand, but will also get a lift from a 
modest improvement in global growth. The European PMI ticked back by 0.2 in March, but at 53, 
remains near its best level in years. At the same time, Chinese manufacturing performance 
remains uninspiring, but appears to have found its trough with the potential for simulative 
measures from policymakers increasingly likely.  
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