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Data Release: Service sector activity moderates in September, but the pace of expansion remains 
brisk 

 The Institute of Supply Management (ISM) non-manufacturing index pulled back in September, 
edging down by 1.0 point to 58.6. The latest reading was just a hair above the consensus forecast, 
which called for the index to decline to 58.5.  

 The losses were fairly broad-based, with three out the four major sub-components declining on the 
month. New orders and prices paid subcomponents took the biggest hit, falling by 2.8 and 2.5 points, 
respectively. Business activity also decelerated on the month.  

 The single shot of good news came from employment sub-component (+1.4), which continued to 
forge ahead after four consecutive monthly gains. The latest gain lifted the sub-component to the 
highest level since August 2005.  

 Of the eighteen non-manufacturing industries surveyed, twelve reported growth in September. 
Among them construction, retail trade and utilities posted the best performance. Meanwhile, arts & 
recreation, mining, educational services, public administration, and other services were among the 
industries reporting contraction.       

Key Implications 

 Similarly to its manufacturing counterpart, the ISM non-manufacturing index edged lower in 
September, indicating a slower, but still brisk pace of expansion among service-sector industries. 
The index remains above its six-month average, despite the modest setback. Moreover, levelling off 
in new orders and business activity came after several months of strong gains, with both sub-
components tapering off from peak levels.  

 The gain in the employment sub-component offers another indication that activity in the service 
sector continues to advance at a healthy clip. The positive near-term outlook on business conditions 
and economy among survey responders suggests that service sector firms will remain at the 

forefront of job creation in the coming months.  
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