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UNITED STATES

The ISM manufacturing index climbs back above the 50 mark

* The ISM manufacturing index rose in September, from 49.4

to 51.5. ISM manufacturing index

» Eight of the ten sub-indexes gained ground. The main
increases came from new orders (+6.0 points) and backlog
of orders (+4.0 points). The production index climbed
by 3.2 points. The employment index gained 1.4 points,
reaching 49.7.

COMMENTS
The August slump in the ISM indexes, and more
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particularly the drop by the manufacturing index below
the 50 threshold, which marks the difference between ~ Manufacturing ISM ——ISM — Production ——ISM - New orders
growth and contraction, generated some concerns about the Sources: Insiut for Supply Management and Desjardin, Economic Studies

strength of the U.S. economy. Thus the upward movement

by the ISM manufacturing index is good news making it The level of the ISM manufacturing new orders points toward
’ acceleration in business investment

clear that the August drop was temporary and atypical.
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We are particularly encouraged by the robustness of the ol L 30
new orders index. The six-point gain brushes off any 65 - 20
concerns that had been sparked by the underperformance o | NQA pM_\//)\ NMM J\/\, M1
in August. At 55.1, the index is high enough to suggest a o VN V N 0
healthy acceleration in business investment. The upturn in 40 - 10
the backlog of orders component also bodes well for future % | Z:
production, although at 49.5, that index is still slightly ol %
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Another component that is still languishing below the —Real investment in equi and e (right)
50 mark is employment. The gain from 48.3 to 49.7 is en- Sources: Insiute for Supply Management, Burea of Economic Analysis and Desiardins, Economic Stucis
couraging, but that level is not high enough to suggest any
sustained acceleration in hires in the manufacturing sector. be released on Wednesday) will fall in line with these
positive developments. Higher ISM readings between
Implications: The September upturn in the ISM manufac- now and the end of the year would make life easier for the
turing index bolsters the conviction that real GDP growth Federal Reserve, which should decide on a key interest rate
has accelerated in the third quarter. It goes hand in hand hike in December.
with the good showing in consumer confidence, and now
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NotEe 1o READERS: The letters k, M and B are used in texts and tables to refer to thousands, millions and billions respectively.

ImporTANT: This document is based on public information and may under no circumstances be used or construed as a commitment by Desjardins Group. While the information provided has been determined on the basis of data obtained from sources that
are deemed to be reliable, Desjardins Group in no way warrants that the information is accurate or complete. The document is provided solely for information purposes and does not constitute an offer or solicitation for purchase or sale. Desjardins Group
takes no responsibility for the consequences of any decision whatsoever made on the basis of the data contained herein and does not hereby undertake to provide any advice, notably in the area of investment services. The data on prices or margins are
provided for information purposes and may be modified at any time, based on such factors as market conditions. The past performances and projections expressed herein are no guarantee of future performance. The opinions and forecasts contained herein
are, unless otherwise indicated, those of the document’s authors and do not represent the opinions of any other person or the official position of Desjardins Group. Copyright © 2016, Desjardins Group. All rights reserved.


https://www.desjardins.com/ca/co-opme/desjardins-difference/co-op-week/index.jsp

