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ISM Manufacturing

The manufacturing gauge published by the Institute for Supply Management fell 2.4 percentage points in December to
58.7 percent (table). The reading was a bit lighter than the consensus estimate of 60.0 percent and it matched the lowest
reading of 2021, but it was still firm relative to historical standards.

The supplier delivery component led the retreat in the headline index, as it fell 7.3 percentage points to 64.9 percent.
This drop should be viewed as a positive development for the economy, as it signaled progress in resolving supply chain
disruptions. Improvement on this front also was evident in the price index, which tumbled 14.2 percentage points to 68.2
percent. These measures registered notable changes, although their levels still signaled problems in supply chains. (The
price index is not a component of the headline measure.)

The new orders and production indexes also contributed to the easing in the headline measure, registering declines of
1.1 and 2.3 percentage points respectively. These changes occurred from elevated levels and the latest readings were
still strong by historical standards (60.4 percent and 59.2 percent, respectively). The employment component rose 0.9
percentage point to 54.2 percent, marking the fourth consecutive increase from a sub-50 reading in August. The low level
in the summer and the still-less-than-vigorous total in December probably reflects difficulty in finding workers.

Job Openings

The latest JOLTS report (job openings and labor turnover) supports the notion that restrained hiring is more a function of a
limited supply of workers rather than soft demand. The number of job openings fell in November (off 529k or 4.8 percent), but
the latest total of 10.562 million was not far from the record of 11.098 million in July and was remarkable relative to historical
standards. The previous record before the surge this year was 7.574 million in November 2018 (chart). The quit rate also
signaled strong conditions in the labor market, as it returned to the record reading of 3.0 percent in November after a dip to 2.8
percent in October. The previous record before the elevated readings of this year was 2.4 percent (registered in several
months).

ISM Manufacturing: Monthly Indexes Job Openings
Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 110 | Millions
ISM Mfg. Composite 509 611 608 611 587 100 4
New orders 66.7 667 598 615 604 90
Production 60.0 594 593 615 592 8.0 |

Employment 490 502 520 533 542 70
Supplier deliveries 695 734 756 722 649 6.0 |
Inventories 542 556 570 568 547 5.0

Prices paid* 794 812 857 824 682 4.0 w |||||||||H|| I ““““
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* The prices paid index is not seasonally adjusted. The measure is not part of Source: Bureau of Labor Statistics via Haver Analytics
the ISM manufacturing composite index.

Source: Institute for Supply Management via Haver Analytics

This report is issued by Daiwa Securities Group Inc. through its relevant group companies. Daiwa Securities Group Inc. is the global brand name of Daiwa Securities Co.
Ltd., Tokyo (“Daiwa Securities”) and its subsidiaries worldwide that are authorized to do business within their respective jurisdictions. These include: Daiwa Capital Markets
Hong Kong Ltd. (Hong Kong), regulated by the Hong Kong Securities and Futures Commission, Daiwa Capital Markets Europe Limited (London), regulated by the Financial
Conduct Authority and a member of the London Stock Exchange, and Daiwa Capital Markets America Inc. (New York), a U.S. brokerdealer registered with the U.S.
Securities and Exchange Commission, a futures commission merchant regulated by the U.S. Commodity Futures Trading Commission, and a primary dealer in U.S.
government securities. The data contained in this report were taken from statistical services, reports in our possession, and from other sources believed to be reliable. The
opinions and estimates expressed are our own, and we make no representation or guarantee either as to accuracy, completeness or as to the existence of other facts or
interpretations that might be significant.




