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 After a large drop in August, the Institute for Supply Management's (ISM) non-manufacturing index staged 
a hearty comeback in September, rebounding by 5.7 points to 57.1. The headline print significantly 
topped expectations, with consensus calling for a more muted increase to 53.0.  

 The gains were broad-based with nine out of the ten subcomponents rising on the month. The largest 
increases were seen in the important business activity (up 8.5 to 60.3) and new orders (up 8.6 to 60.0) 
subcomponents, both of which have recovered after falling sharply in August. Employment also fared well, 
rising for the first time in three months (up 6.5 to 57.2) to the highest level since October 2015.   

 Improvement was also exhibited in external indices, with export orders gaining 10.0 points to 56.5, while 
imports ticked up by 0.5 points to 51.0.  
 

 Bucking its performance over the previous three months, prices paid subcomponent rose by 2.2 points to 
54.0 in September, suggesting that inflationary pressures are building. 

 Fourteen of the 18 non-manufacturing industries surveyed reported growth in September, up from eleven 
last month. The four industries that indicated reduced activity were Mining; Real Estate, Rental & Leasing; 
Arts, Entertainment & Recreation; and Educational Services. 

 
Key Implications 

 
 Today's report is a welcome relief, with the ISM non-manufacturing index roaring back in September, 

suggesting that last month's sharp decline was transitory. Alongside a similar rebound in the 
manufacturing index, this report helps to alleviate concerns about the health of the U.S. economy, 
pointing instead to reaccelerating economic activity.   

 There is a chance that uncertainty related to the U.S. presidential elections may cause another bout of 
volatility in business sentiment, but gains across forward-looking indicators suggest that the positive 
momentum should likely be sustained in the coming months. Additionally, the recent pickup in consumer 
confidence, which is now at the highest level of the recovery, together with robust job growth bode well for 
household spending – a trend that will surely benefit service sector industries.    

 Improved performance in both manufacturing and services sectors should help assuage any fears of 
economic slowdown on the Federal Open Market Committee. As such, today's report together with signs 
of inflationary pressures and steady employment gains should give the Fed more confidence to raise 
rates later this year.  
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