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Data Release: US services sector posts strong gain in July 

 The ISM non-manufacturing index rose by a substantial 4.8% from 56.0 in June to 58.7 in July. 
The increase smashed market expectations of a more modest 56.5 reading and is the index's 
highest reading since August 2005.  

 All four sub-indexes reported significant gains. The business activity index rebounded strongly 
after a 4.6 point decline in June, rising to 62.4 in July from 57.5. The employment index 
accelerated for a third consecutive month to 56.0 from 54.4. Meanwhile, both new orders and 
supplier deliveries posted increases of 3.7 and 0.5 points to 64.9 and 51.5, respectively.  

 Of the 18 sectors polled, 16 reported increases with construction, education, public 
administration, and real estate leading the way. The utilities sector was the only industry to report 
a contraction.  

 
Key Implications 

 On top of the solid gains posted by last week's manufacturing PMI and employment numbers, 
today's report adds one more piece of solid evidence that the American economy is maintaining 
positive momentum heading into the second half of this year.. 

 Of particular note is the potential upside risk to services spending in the third quarter. This was 
the only component of PCE in last week's GDP report to post slowing growth. This is also 
somewhat of an aberration given the strong gains in much of the rest of the domestic economy. It 
would not be surprising to see this become an area of strength when data are released in a few 
months' time. All said, we remain optimistic about the prospects for the U.S. economy as the 
evidence continues to point to a robust pace of growth for the second half. 

  
Francis Fong,  
Senior Economist 
 
 
DISCLAIMER 
This report is provided by TD Economics.  It is for informational and educational purposes only as of the date of writing, and may not be 
appropriate for other purposes.  The views and opinions expressed may change at any time based on market or other conditions and may 
not come to pass. This material is not intended to be relied upon as investment advice or recommendations, does not constitute a solicitation 
to buy or sell securities and should not be considered specific legal, investment or tax advice.  The report does not provide material 
information about the business and affairs of TD Bank Group and the members of TD Economics are not spokespersons for TD Bank Group 
with respect to its business and affairs.  The information contained in this report has been drawn from sources believed to be reliable, but is 
not guaranteed to be accurate or complete.  This report contains economic analysis and views, including about future economic and financial 
markets performance.  These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties.  The 
actual outcome may be materially different.  The Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank 
Group are not liable for any errors or omissions in the information, analysis or views contained in this report, or for any loss or damage 
suffered. 

 


