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Data Release:  ISM manufacturing index edges lower, but activity remains robust in November 

 The Institute for Supply Management (ISM) manufacturing index edged down by 0.3 points to 58.7 in 
November. The reading beat market expectations for it to fall to 58.0. 

 Details of the report were soft, with three out of the index's five core sub-components – production (-0.4), 
inventories (-1.0) and employment (-0.6) – edging down on the month. New orders (+0.2) and supplier 
deliveries (+0.6) posted modest gains.  

 The prices paid sub-component, which is not used in the calculation of the headline index, tumbled 9 points 
to 44.5 – the lowest level since July 2012.  

 The spread between new orders and inventories – a leading indicator of future activity – widened to 14.5, 
auguring for stronger activity in the months ahead. This is further corroborated by rising backlogs of orders 
(+2.0), exports (+3.5) and imports (+1.5). 

 Of 18 manufacturing industries surveyed, fourteen reported growing or unchanged activity in November. 
Apparel, leather and allied products was the only industry to report a contraction. 

Key Implications 

 Despite the mild deceleration in November, the pace of expansion in the manufacturing sector remains 
solid. The ISM index is firmly in expansionary territory and continues to hover near its post-recession peak. 
Survey respondents in November were generally optimistic about near-term demand; however, there were 
some concerns about slowdowns related to labor disputes in West Coast ports.  

 The decline in the prices paid subcomponent reflects lower commodity prices, particularly the spectacular 
drop in oil prices. As long as global growth does not decelerate further, lower energy costs will be beneficial 
to manufacturers, particularly in energy-intensive industries such as chemicals and metals manufacturing. 

 The gains in the export and import subcomponents were somewhat surprising, given that manufacturing 
activity remained far less upbeat outside of U.S. borders. The Eurozone manufacturing PMI fell from 50.6 
to 50.1 in November, as activity continued to decelerate in three of its largest economies – Germany, Italy 
and France. China's PMI also disappointed, with the official index falling from 50.8 to 50.3 – the lowest print 
in six months. While the U.S. economy is domestically-oriented, a rising dollar in combination with 
struggling global activity will weigh on economic growth over the next year. 
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