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e The ISM Non-Manufacturing composite index remained at
55.4 in May, unchanged from March and April. The
consensus expected 55.6. (Levels above 50 signal expansion;
levels below 50 signal contraction.)
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e The key sub-indexes were mixed in May. The business
activity index increased to 61.1 from 60.3 and the 507 60
employment index rose 50.4 from 49.5. The new orders 65 -
index fell to 57.1 from 58.2 and the supplier deliveries index
fell to 53.0 from 53.5.
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e The prices paid index declined to 60.6 in May from 64.7 in
April. 7 [+
Implications: For the third month in a row, the ISM Services 407 40
index remained at a sturdy 55.4, the highest level in almost
four years. This level suggests the services sector continues to Sl M o s s o v e R
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grow at a healthy pace, although not quite as fast as the Source: Institute for Supply Management /Haver Analytics

manufacturing sector. We think recent financial turmoil in
Europe may be putting downward pressure on the overall ISM
Services index, which tends to pick up sentiment even if those
feelings are unrelated to actual changes in business behavior.
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By contrast, the business activity index, which has an even 807 80
stronger statistical link with real GDP growth than the overall
index, rose for the fourth month in a row to 61.1, signaling 707 70
growth in the service sector may soon catch manufacturing.
While the new orders index fell in May, it still remains well 60- -60
above 50, meaning future prospects for the services sector
remain strong. On the inflation front, the prices paid index fell 501 50
to a still uncomfortably high 60.6. Meanwhile, the
employment index inched above 50 for the first time since late
2007, rising to 50.4 in May. This is consistent with our 47 4
forecast that total payrolls increased 625,000 in May (reported
tomorrow morning). Most of these jobs will be due to 30_‘”“dé‘““”“d);“”‘”“ds‘““”“dé"”‘”“di‘”‘”“dé““”“dg‘“”““‘i‘d‘”_30
temporary Census-related hlrlng But look for continued Source: Institute for Supply Management /Haver Analytics
strong gains from private service-providers, who added 166,000 to payrolls in April.
Non-Manufacturing ISM Index May-10{ Apr-10 | Mar-10 dmonth | 6-month | Year-ago
Seasonally Adjusted Unless Noted moving avg | moving avg level
Composite Index 554 | 554 | 554 55.4 53.3 445
Business Activity 611 | 60.3 | 60.0 60.5 56.9 43.6
New Orders 571 | 582 | 623 59.2 56.6 45.4
Employment 504 | 495 | 4938 49.9 47.8 38.9
Supplier Deliveries (NSA) 53.0 | 535 | 495 52.0 51.8 50.0
Prices 60.6 | 64.7 | 629 62.7 61.6 474

Source: Institute for Supply Management
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