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Data Release: ISM manufacturing retreats from three year high in September  

 The Institute for Supply Management (ISM) manufacturing index fell by 2.4 points to 56.6 in 
September. This outcome was well below expectations which called for a more modest decline to 
58.5.   

 Declines were recorded across 8 of the 10 major subcomponents, with the largest coming from 
new-orders (-6.7), employment (-3.5) and imports (-3.0). Supplier deliveries (-1.7), export orders 
(-1.5) and inventories (-0.5) also posted modest declines on the month.   

 Gains were recorded in both the prices paid (+1.5) and production (+0.1) subcomponents.  

 The spread between new-orders to inventories narrowed by 4.2 points, but still remains at an 
elevated 8.5.  

Key Implications 

 After recording robust gains in each of the prior two months, some giveback was expected in this 
morning's release. While the decline was more than anticipated, overall manufacturing activity is 
still expanding at a relatively good clip.  

 The narrowing spread between new-orders and inventories – mainly due to the sharp decline in 
new-orders – is a bit concerning. While the gap still remains at an elevated 8.5 points, the fact 
that both domestic and foreign orders recorded sizeable declines in September points to some 
potential weakness in production activity in the months ahead.  

 To some extent the slowdown in export orders reflects lackluster growth across many global 
economies. In the Eurozone, manufacturing activity retreated modestly as declines were recorded 
in both Germany (50.3 to 49.9) and Spain (52.8 to 52.6), while France's PMI (48.8) remained 
unchanged on the month. Slightly more discouraging, however, is the fact that the German index 
has now slipped back below the critical expansionary threshold of 50. China's PMI remained 
unchanged in September, with the official index currently sitting at 51.1.    

 Despite the employment sub-component retreating on the month, it still remains well above the 
expansionary threshold while the three month moving-average has maintained an upward trend 
over the last 7-months. Taking this alongside the consensus surpassing ADP payrolls (213k vs 
210k) data released earlier this morning, bodes well for Friday's employment report.   
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