us 3 March 2021

Economic Research

Daiwa

Capital Markets

U.S. Data Review

e |SM services: moderate easing from firm readings Michael Moran
Daiwa Capital Markets America
212-612-6392
michael.moran@us.daiwacm.com

ISM Services Index

The services index published by the ISM Services: Monthly Indexes

Institute for Supply Management fell 3.4 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21
percentage points in February to 55.3

percent, softer than the expectation of no ISM Nonmfg. Composite 562 568 577 587 553

change from 58.7 percent. The new level of  pgyginess activity 611 596 605 599 555

the index was the lowest since recovery

began in June, and it lagged the pre- New orders 573 590 586 618 519

pandemic average of 57.1 percent in

January/February. Employment 501 515 487 552 527
The new orders component led the Supplier deliveries* 561 571 628 578 608

retreat in the hgadline index, tumbling 9.9 Prices 627 639 644 642 718

percentage pomts to 51.9 percent' The * The supplier deliveries index is not seasonally adjusted. The index differs from the other

latest reading still signaled gl’OWth, but it components of the composite measure (business activity, new orders, employment) in

. . . interpretation. An index above 50 percent indicates slower deliveries and readings below
was in the low portlon of the range seen in 50 percent indicate faster deliveries.

the years before the pandemic and Source: Institute for Supply Management via Haver Analytics

suggestive of only modest advancement (chart, below left). With orders soft, businesses slowed the pace of
activity, with this component dropping 4.4 percentage points to 55.5 percent. The employment index also eased,
falling 2.5 percentage points, but the new level was still within the range of the past several months and not
materially below pre-pandemic results. The supplier delivery index rose 3.0 percentage points to 60.8 percent, but
the pickup most likely reflected supply-chain disruptions rather than stronger demand.

Disruptions to supply chains, and possibly firm demand in prior months, seem to have triggered price pressure,
as the prices index jumped 7.6 percentage points to 71.8 percent, a reading well above other recent observations
(chart, below right).
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