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Investment Research � General Market Conditions  

 
 In July the US manufacturing ISM index declined moderately – for the third month in a 

row. Though it fell less than expected, it still revealed weaker details, as both production 
and new orders continued to deteriorate. Hence, the ‘new order’ vs. ‘inventories’ suggested 
a further slowdown in the growth rate for manufacturing production in the pipeline. 

 The local surveys have been rather grim in August, particularly early on in the month as 
both Empire and Philly Fed figures dropped considerably. Overall the local surveys are 
now signalling that the ISM will fall below 50 for the first time since late last year.  

 Tomorrow we expect the ISM to continue its decline, landing at 53.6, as both forward 
looking details of the previous report and dropping local surveys, point downward. Since 
our fundamentals based models point towards a somewhat weaker drop in ISM then the 
local surveys we are left slightly above consensus of 53.0.  

 In the coming months we expect the ISM to continue moving lower, as fundamentals 
now suggest a further slowdown in manufacturing growth in H2 2010. As doubts spread, 
of whether the labour market is able to recover sufficiently to drive a demand based 
recovery, we expect ISM to reach a year-end level around 51.  

 

Local indices (ISM weighted and volatility adjusted) 

Source: Reuters Ecowin and Danske Markets 

 

 

 

Change 1 mth Change 3 mths Change 6 mths
Empire   

Philly Fed   

Richmond   

Dallas   

Kansas   

Chicago   

Cincinnati   

Milwaukee   

Weighted   

Actual ISM  
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ISM (August) 

 DB  Cons Last
ISM   53.6 53.0         55.5 
Prices  57.5 56.0         57.5 

Bloomberg and Danske Markets 

 
 

 
 

Danske Markets� ISM targets 

Today  Nov                  Feb
ISM  53.6  51.0  50.0 

Danske Markets 
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Charts  
 

3-mth model � implied level  6-mth model � levels 

 

Source: Reuters Ecowin and Danske Markets  Source: Reuters Ecowin and Danske Markets 

 

 

Tables 

Local indices detailed 

Source: Reuters Ecowin 
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Empire
Shipments
New Orders
Employment
Delivery time
Inventories

ISM Weighted
Volatility adjusted

Philly Fed
General business activity
New orders
Number of employees
Delivery time
Inventories

ISM weighted
Volatility adjusted

Richmond
Shipments
New orders
Employment
Vendor
Inventories

ISM weighted
Volatility adjusted

9.0
17.0
7.0

60.7
67.8

31.0
25.0

54.9

-1.5
6.8
4.6

14.2
9.0

56.6

Jun 10

62.4
57.0

13.0
15.0
4.0
8.0

50.0
50.7

Jul 10
22.0

4.0
-8.1
4.5

9.9
-1.2
61.6

-7.9
6.4

54.6
55.9

12.4

Jul 10
6.3

10.1
7.9

Jul 10
4.0
-4.3

8.0
11.0
60.4
55.6

Aug 10
11.0
10.0
12.0

-11.0
-11.6
42.6
45.9

-4.5
-7.1
-2.7

Aug 10

0.0
2.9

50.6
49.9

19.7
17.5

52.0

Jun 10

May 10Jun 10Aug 10
-11.5

14.3
-2.7

-6.6

11.3
14.3
22.4

1.3
58.5
54.2

15.8
6.1
3.2

May 10

-1.2
-7.9
53.2
52.7

32.0
36.0

May 10

4.0
14.0
9.0

69.0
61.5
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Local indices detailed (cont.) 

Source: Reuters Ecowin 

 

  

Dallas
Production
Growth rate of orders
Number of employees
Delivery time
Finished goods inventories

ISM weighted
Volatility adjusted

Kansas
Production index
Volume of new orders
Number of employees
Delivery time
Inventories, finished goods

ISM weighted
Volatility adjusted

Chicago PMI
Production 
New orders
Employment
Supplier deliveries
Inventories

ISM weighted
Volatility adjusted

Cincinnati
Production 
New orders
Employment
Deliveries
Inventories

ISM weighted
Volatility adjusted

Milwaukee
Production 
New orders
Blue collar employment
White collar employment
Deliveries
Inventories

ISM weighted
Volatility adjusted

-1.0
5.0
1.0

49.6

54.2

3.0
0.0

9.6
-2.9

May 10

60.7
46.5

51.6

Jun 10
64.2
59.1

-8.6

51.2
50.8

Jun 10

Jun 10
7.7
-2.0

64.6
56.6

43.6
47.9

Jul 10
14.0

52.3

59.4
50.8

55.6

Jul 10
65.0

9.0
5.0
0.0
0.0

4.0
-6.0
-7.0

Jul 10
-3.0

-20.2

55.5

53.8

47.1

Aug 10
57.6
55.0

Aug 10
0.0

-13.0
-2.0

-4.0
-8.2
44.6
48.3

Aug 10
6.1

-16.1
-5.0

28.5
May 10

12.0
20.4
6.4
-8.3
61.8
56.2

61.2
46.5
55.2

5.0
-2.0
1.0

15.03.0
2.0

48.0

62.7
49.2
65.1
56.4
58.9
56.8

59.3
57.1 55.2

56.9

55.0
51.9

61.0
May 10

6.0

Aug 10 Jul 10 Jun 10 May 10
38.0 20.0 34.0 43.0
36.0 17.0 23.0 43.0
14.0 13.0 20.0 23.0
-14.0 -19.0 -28.0 -31.0
-21.0 -24.0 -3.0 -8.0
10.6 1.4 9.2 14.0
56.8 51.2 55.9 58.8

Aug 10 Jul 10 Jun 10 May 10
74.0 69.0 67.0 74.0
66.0 69.0 69.0 71.0
63.0 65.0 62.0 63.0

32.0 29.0 28.0 24.0
57.0 66.0 63.0 64.0

58.7 57.2 58.2
61.5 62.2 60.4 61.6

60.0 56.0 56.0 53.0

58.1
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Local price indices detailed 

Source: Reuters Ecowin 

 

 

Empire
Philly
Richmond
Dallas
Kansas
Chicago
Cincinnati
Milwaukee
Weighted and volalitlity adjusted

61.9 64.0
14.0
57.2 58.1

14.0 14.0 37.0
20.2 10.1 29.5 42.2
2.2 1.6 2.3 2.3

44.7
2.9 6.4 -1.2 1.3

20.0 25.4 27.2
Aug 10 Jul 10 Jun 10 May 10

57.7 56.0 60.0 67.9
63.1

61.4
58.1 56.4

72.9
73.1

63.461.2
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Disclosure 
This research report has been prepared by Danske Research, which is part of Danske Markets, a division of 

Danske Bank. Danske Bank is under supervision by the Danish Financial Supervisory Authority. The authors of 

this report are Peter Possing Andersen, Senior Analyst and Signe Roed Frederiksen, Senior Analyst. 

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high 

quality research based on research objectivity and independence. These procedures are documented in the Danske 

Bank Research Policy. Employees within the Danske Bank Research Departments have been instructed that any 

request that might impair the objectivity and independence of research shall be referred to Research Management 

and to the Compliance Officer. Danske Bank Research departments are organised independently from and do not 

report to other Danske Bank business areas. Research analysts are remunerated in part based on the overall 

profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses or other 

remuneration linked to specific corporate finance or debt capital transactions. 

Danske Bank research reports are prepared in accordance with the Danish Society of Investment Professionals’ 
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Financial models and/or methodology used in this research report 

Calculations and presentations in this research report are based on standard econometric tools and methodology 

as well as publicly available statistics for each individual security, issuer and/or country. Documentation can be 

obtained from the authors upon request. 

Risk warning 

Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis 

of relevant assumptions, are stated throughout the text. 

First date of publication 

Please see the front page of this research report for the first date of publication. Price-related data is calculated 

using the closing price from the day before publication. 
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representation is made as to its accuracy or completeness and no liability is accepted for any loss arising from 
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Authority and is subject to provisions of relevant regulators in all other jurisdictions where Danske Bank A/S 

conducts operations. Moreover Danske Bank A/S is subject to limited regulation by the Financial Services 

Authority (UK). Details on the extent of our regulation by the Financial Services Authority are available from us 
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This publication has been prepared by the correspondent of Auerbach Grayson & Company Incorporated 
(“AGC”) named above on the date listed above.  
 
We are distributing this publication in the U.S. and any U.S. person receiving this report and wishing to effect 
transactions in any security discussed herein, should do so only with a representative of Auerbach Grayson & 
Company Incorporated. Additional information on recommended securities is available on request.   
   

 


