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ISM Manufacturing Index

Importance mm
] ( Potential Effects on Financial Markets \
Source Institute for Supply Management
. Bond Market
Address http//www.|sm.ws/ISMReport/ ISM Manufacturing O U Bond Prices
index.cfm ISM Manufacturing ¥ O ©t Bond Prices
Frequency Monthly Stock Market
Usual Timing The first working day following ISM Manufacturing ft O f Stock Prices
month-end ISM Manufacturing ¥ 0 U Stock Prices
Revision Annual Foreign Exchange Market
Volatilit Mod ISM Manufacturing t O © Value of National Currency
olatility oderate QSM Manufacturing ¥ 0 U Value of National Currency )
Hour 10:00 a.m. (Eastern Time)
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

Index
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be used to track several sectors of the U.S. economy such as employment, inventories, prices, foreign trade.
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UNITED STATES—Industry and Commerce

ISM Non-Manufacturing Index

Importance I
(" Potential Effects on Financial Markets )
Source Institute for Supply Management
) Bond Market
Address http://www.|sm.ws/ISMReport/ ISM Non-Manufacturing f O U Bond Prices
index.cfm ISM Non-Manufacturing U 0 f Bond Prices
Frequency Monthly Stock Market

Usual Timing

The third working day following
month-end

ISM Non-Manufacturing O
ISM Non-Manufacturing ¥ O
Foreign Exchange Market
ISM Non-Manufacturing O

QSM Non-Manufacturing 4 O

7 Stock Prices
U Stock Prices

ft Value of National Currency
U Value of National Currency )

Revision Annual

Volatility Moderate

Hour 10:00 a.m. (E.T.)
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. Anindex reading higherthan 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.

United States: ISM Non-Manufacturing Index
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United States: ISM Non-Manufacturing Index
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Economicindicators are published every day by different national, international and private statistical departments. Itis crucial
toknowthese indicators and understand theirimpact on the economy to formulate economic and financial analyses. This guide
describes the key economic indicators (129 in total) and shows how to interpret them and explains their influence on economic
activity and the financial markets. It also identifies the factors that can affect these indicators.

This 172-page document is designed for people who do not necessarily have an economic background, but it is also very
practical for economists and market participants.

Each guide is sold for $20.00. Shipping charges*, when applicable, are $5.00 per copy.
Please note that we only accept our order form and that payment must be enclosed (cheque or money order). We do not

accept credit cards or cash. In addition, we consider our order form to be your invoice and/or receipt. Please allow two to
six weeks for delivery.

Send the order form with the enclosed payment to: Economic Studies

(WRITE CLEARLY IN CAPITAL LETTERS) Desjardins Group
1170 Peel Street, Suite 300

Montréal, QC H3B 0A9

Billed to:

Adress:

Phone: E-mail:

Payment mode: [] Offsetting debit for employees of Desjardins Group and its subsidiaries

Transit number: Cost center:

[ ] Cheque or money order (to the order of “Fédération des caisses Desjardins du Québec”)

4 Guide to economic indicators )
of the main industrialized countries
X $20.00 =
Quantity
- X $500 =
Repete quantity
\_ Total = )
For $49.50, you get the following three guides:
¢ Economic Concepts and Theories
¢ Monetary Policy
¢ Economic Indicators
X $49.50 = For any further information, you can contact us:
Quantity
Phone: 514-281-2336 or 1 866 866-7000, ext. 2336
\ Available while supplies last. / E-mail: desjardins.economics@desjardins.com

* Shipping charges do not apply for employees ofDesjardins Group and its subsidiaries.





