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MANUFACTURING  

 The manufacturing economy continued to grow in July as the ISM’s PMI registered 58.1% , a decrease of 2.1 percentage points 

from the June level of 60.2%.  Growth moderated in a number of the component indices including new orders , production, and 

new export orders while  the employment index moved higher.  Despite the survey indicating that the ISM Prices Index dropped 

3.6 percentage points to 73.2%, the survey still suggests manufacturers are facing higher input prices.   Several respondents 

referenced the challenges of the tight labor market, while  others noted some unfavorable consequences associated with tariffs 

and China trade. 

 Industrial production ticked 0.1% higher in July after rising 1.0% in June .  Factory output advanced by 0.3% in July led by gains 

in the production of equipment for business transit and information processing.  Utilities output declined by 0.5% for the month.  

Mining production declined 0.3% as further increases in oil and gas extraction were slightly offset by declines in support 

activities for drilling.  Capacity utilization was unchanged at 78.1% in July, remaining 1.7 percentage points below the 1972-2017 

average. 

 

LABOR MARKETS 

 Payroll employment rose by 157,000 jobs in July, slightly less than expected, while  upward revisions to May and June  figures 

account for 59,000 more jobs than had been previously reported.  In July, job growth registered notably in professional and 

business services (+51,000); le isure and hospitality (+40,000); manufacturing (+37,000); health care and social assistance (+33,500); 

and construction (+19,000).  Government payroll declined by 19,000 jobs primarily at the local level.  The official unemployment 

rate  edged down to 3.9% while  the labor force participation rate was unchanged at 62.9% in July.  Average hourly earnings rose 

by $0.07 for the month, and year over year have increased by $0.71, or 2.7%.  

 Job openings were little  changed in June at 6.66 million (+3,000) in the monthly Job Openings and Labor Turnover Survey.  The  

number of hires slipped by 96,000 in June  to 5.65 million reflecting the continued challenges of employers to find qualified 

workers. Total separations rose by 83,000, and the number of people who quit their jobs fell to 3.40 million - down slightly from 

the record high 3.48 million set in the previous month – and the quits rate  was unchanged at 2.3%.   

 

SALES 

 Consumer spending kicked off a solid start to the third quarter with U.S. retail and food services sales up 0.5% in July .  Auto 

sector sales rose 0.2% for the month and sales excluding auto increased 0.6%.  While  online promotions in July boosted sales to 

nonstore retailers (+0.8%), overall gains were broad based and included electronics & appliance stores (+0.1%); grocery stores 

(+0.8%); gas stations (+0.8%); clothing & accessories stores (+1.3%); department stores (+1.2%); and food & drink places (+1.3%).  

Since July 2017, retail sales have increased 6.4%. 

 

PRICES 

 In July, producer prices for final demand were unchanged following gains in May (+0.5%) and June (+0.3%).  Final prices for 

services ticked down 0.1% in July, offset by a 0.1% rise  in final demand prices for goods .  Within goods, rising costs for 

pharmaceutical preparations contributed to the monthly gain along with higher prices for eggs, fresh fruits and melons. Motor 

vehicles, and liquefied petroleum gas.   

 Consumer price inflation accelerated in July with the headline CPI increasing 0.2% for the month following a 0.1% rise  in June.  

The energy index declined 0.5% reflecting modest declines in the prices of gasoline, natural gas, and electricity.  Food prices 

rose 0.1% in July with increases for both food at home (+0.2%) and food away from home (+0.1%).  Excluding energy and food, 

the core CPI rose 0.2% in July with gains in prices for shelter, used cars and trucks, new vehicles, airfare, and hospital services.  

Over the past 12 months, the Consumer Price Index increased by 2.9% and the core CPI rose 2.4%. 

 The U.S. Import Price  Index was unchanged from June to July following as the 0.3% decline in nonfuel import prices was more 

than offset by the  1.6% advance in prices for fuel imports .  In July, prices rose for imported petroleum (+0.9%) and natural gas 

(+36.7%).  Export prices fell 0.5% for the month, led lower by a 5.3% drop in prices for agricultural exports reflecting the early 

effects from the escalating trade conflict with China.  Nonagricultural export prices were flat. 

 

COLD TURKEY 

With ongoing tightness in the domestic labor markets and core inflation measures looming comfortably in the Fed target zone, we expect 

the FOMC to raise the target federal funds rate again in September.  While the U.S. economy can currently support the Fed’s efforts to 

normalize monetary policy, debt-laden emerging economies like Turkey are far more vulnerable. 


