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Data Release: ISM non-manufacturing index reaches yet another cyclical high in August 

 The ISM non-manufacturing index rose by 0.9 points in August, landing at a new cyclical high of 
59.6. The gains came in well above the consensus forecast, which called for a modest pullback of 
1.0 points on the month.   

 Two of the four major sub-components, business activity (+2.6) and employment (+1.1), posted 
gains on the month. Meanwhile, the prices paid (-3.2) and new-orders (-1.1) sub-components 
each recorded losses, but both remain well above the expansionary threshold of 50.  

 Of the sectors polled, 15 reported growth on the month, with the strongest performance coming 
from: construction, retail trade, management of companies & support services and educational 
services. Only two industries reported a contraction in growth: arts & entertainment and mining.  

Key Implications 

 The strong gains seen in the ISM non-manufacturing index over the last eight months are 
impressive to say the least. After this morning's release, the non-manufacturing PMI is now sitting 
at its highest level since July 2004. 

 Real consumer spending on services – the largest component of PCE – has remained subdued 
over the first half of 2014, growing at an average annualized rate of 1.1%. However, with the ISM 
non-manufacturing index sitting at a fresh new cyclical high, household credit conditions 
continuing to ease, and ongoing job gains, we look for stronger growth in service spending over 
the second half of the year.  

 The pace of hiring over the first seven months of 2014 has been considerably stronger relative to 
the same time last year (2014:1.61M vs 2013:1.37M). In large part, this has been due to the more 
robust acceleration in goods producing industries (e.g. construction, manufacturing, etc). Moving 
forward, we expect to see a pick-up in hiring in the private service industries, consistent with 
stronger spending on services.  
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