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Potential Effects on Financial Markets
Bond Market

Stock Market

Foreign Exchange Market

ISM Manufacturing Index

Institute for Supply Management

http//www.ism.ws/ISMReport/
index.cfm

★ ★ ★ ★ ✩★ ★ ★ ★ ✩★ ★ ★ ★ ✩★ ★ ★ ★ ✩★ ★ ★ ★ ✩

ISM Manufacturing � ➜  � Bond Prices
ISM Manufacturing � ➜  � Bond Prices

ISM Manufacturing � ➜  � Stock Prices
ISM Manufacturing � ➜  � Stock Prices

ISM Manufacturing � ➜  � Value of National Currency
ISM Manufacturing � ➜  � Value of National Currency

UNITED STATES—Industry and Commerce

Guide to Economic Indicators—UNITED STATES

United States: ISM Manufacturing Index

Sources: Institute of Supply Management and Desjardins, Economic Studies 
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Importance

Source

Address

Frequency

Usual Timing

Revision

Volatility

Hour 10:00 a.m. (Eastern Time)

Monthly

Moderate

Annual

The first working day following
month-end

Definition

The Institute for Supply Management Index (formerly known as National Associa-
tion of Purchasing Management [NAPM]) indicates activity in the manufacturing
sector for the entire U.S. Data are seasonally adjusted and released on the first
business day following the month of the survey. The Institute for Supply Manage-
ment (ISM) Index�s importance lies in the fact that it is released before the U.S.
Industrial Production Index and gives a good idea of its movement.

Component Analysis

Computation of the ISM Index is based on the opinions of purchasing managers
of some 350 U.S. manufacturers on trends in new orders, production, employment,
vendor performance, inventories, customers� inventories, prices, order backlogs,
import orders and new export orders. The managers indicate whether these
variables have increased, decreased or remained unchanged.

An index is calculated for each variable of the above components by taking the
percentage of positive responses and adding half of the percentage indicating
�unchanged.� The ISM index represents the weighted average of the following
components: new orders (30%), production (25%), employment (20%), supplier
deliveries (15%) and inventories (10%).

Interpretation

If the ISM Index is above 50 points, growth on the U.S. manufacturing sector can
be expected, while a reading of below 50 reflects a slowdown in activity. If the index
is below 43 points, the overall economy is said to be in a recession. Since the
manufacturing sector accounts for over 80% of U.S. industrial production, the ISM
is also a good indicator of industrial production.

Given that the manufacturing production cycle leads the economic activity cycle,
the ISM can also be considered a good predictor of economic cycles. The supplier
deliveries component is also factored into the calculation of the U.S. leading
indicators index. Most of the components of the ISM Manufacturing Index can also
be used to track several sectors of the U.S. economy such as employment, inventories, prices, foreign trade.
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Potential Effects on Financial Markets
Bond Market

Stock Market

Foreign Exchange Market

ISM Non-Manufacturing Index

★ ★ ✩ ✩ ✩★ ★ ✩ ✩ ✩★ ★ ✩ ✩ ✩★ ★ ✩ ✩ ✩★ ★ ✩ ✩ ✩
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Importance

Source

Address

Frequency

Usual Timing

Revision

Volatility

Hour 10:00 a.m. (E.T.)

Monthly

Moderate

Annual

The third working day following
month-end

Definition

The Institute for Supply Management (ISM) Non-Manufacturing Index (Services)
reflects the trend in U.S. economic sectors other than manufacturing (i.e.,
agriculture, forestry and fisheries, mining, construction, transportation, commu-
nication, wholesale and retail trade, finance, real estate, general services, and
public administration). Data are seasonally adjusted and were first published in
April 1998.

Component Analysis

Some 370 purchasing executives and managers in these sectors are surveyed
each month on the movements (improvement, reduction, unchanged) in the
business activity of their respective sector, new orders, order backlogs, new
export orders, inventory sentiment, imports, employment and deliveries.

An index is calculated for each variable by taking the percentage of positive
responses and adding half of the percentage indicating �unchanged.�

Interpretation

Unlike the manufacturing sector, the non-manufacturing sector does not have a
main composite index calculated using other variables. The business activity
index most closely resembles the ISM Manufacturing Index and is the most closely
watched one. An index reading higher than 50 indicates that the non-manufacturing
economy is expanding; below 50 points indicates a decline.

Since the ISM Non-Manufacturing Index is relatively new and does not have a long
history, it is still too soon to assess its reliability as a predictor of economic activity.
Nonetheless, it is important because it is one of the few indicators that covers the
activity of so many sectors of the U.S. economy. Despite its high volatility, it
generally follows the same trend as the ISM Manufacturing Index.


