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MANUFACTURING  
 Activity in the manufacturing sector strengthened in August, as the ISM manufacturing index – the PMI – registered 61.3%.  It 

is worth noting that this is the highest PMI reading since the May 2004 survey hit 61.4%.  The August PMI increased 3.2 

percentage points from the prior month and reflects faster growth in new orders, production, employment, and inventories as 

well as slower supply chain deliveries and order backlogs.  The ISM Prices Index was gauged at 72.1% for August, indicating 

that input price pressures remain high despite the 1.1 percentage points decline from July.  

 Industrial production advanced by 0.4% in August following an upwardly-revised gain of 0.4% for July. Mining production 

rose 0.7% for the month and has increased by 14.1% since August 2017.  Record hot temperatures drove an increased demand 

for electricity, and utilities production rose 1.2% in August.  Factory output increased by 0.2% led by a 4.0% pickup in the 

production of motor vehicles and parts.  Capacity utilization edged up in August to 78.1%, 1.7 percentage points below the 

1972-2017 average. 

 

LABOR MARKETS 
 The U.S. economy added 201,000 jobs in August reflecting gains in professional & business services (+53,000); health care 

(+33,200); construction (+23,000); wholesale trade (+22,400); transportation & warehousing (+20,200); food & drink places 

(+17,500); financial activities (+11,000); and mining (+6,000). Revisions to employment data for June and July resulted in 50,000 

fewer jobs than previously reported, but job growth has still averaged 185,000 per month over the last three months.  The 

official unemployment rate was unchanged at 3.9% for August, while the labor force participation rate declined by 0.2 

percentage points to 62.7%.  Wage growth provided a welcome bright spot to this otherwise underwhelming jobs report, as 

average hourly earnings rose by $0.10 in August and year over year wages have increased by $0.77 or 2.9%.   

 Job openings in July reached a new series high of 6.94 million, while the number of hires and total separations were little 

changed at 5.69 million and 5.53 million, respectively.  Within separations, the number of quits rose by 106,000 to 3.58 million 

and the quits rate ticked up to 2.4%.  Layoffs and discharges were down slightly for the month to 1.60 million.   

 

SALES 
 Retail sales fell short of expectations in August, rising a modest 0.1% from July.  Much of the weakness came from motor 

vehicle sales (-0.8%), which declined for a third consecutive month; excluding the auto sector, retail sales increased by 0.3%.  

August sales also declined at furniture stores (-0.3%); department stores (-1.0%); and clothing stores (-1.7%).  Sales were flat for 

grocery stores and home improvement stores, but trended higher for gas stations (+1.7%); electronics & appliance stores 

(+0.4%); (health & personal care stores (+0.5%); sporting goods, hobby, musical instrument, & book stores (+0.2%); nonstore 

retailers (+0.7%); and food & drink establishments (+0.2%).  Retail sales are 6.6% higher than one year ago. 

 

PRICES 
 Producer prices unexpectedly declined 0.1% in August, with the drop attributed to a decrease in prices for final demand 

services – specifically trade margins.  The price index for final demand goods was unchanged.  The core index, which excludes 

foods, energy, and trade services, edged 0.1% higher in August.  Over the past 12 months, PPI rose 2.8% and core PPI is up 

2.9%. 

 Consumer prices trended 0.2% higher in August after posting a like increase in July.  The food index advanced 0.1% on higher 

prices for food away from home.  After declining in both June and July, the consumer energy index rose 1.9% in August 

reflecting seasonally-adjusted price gains in gasoline (+3.0%), fuel oil (+2.2%), electricity (+0.3%), and natural gas (+0.9%).  

Excluding food and energy, the core Consumer Price Index increased 0.1% as the costs of shelter, medical care, used cars & 

trucks, and transportation services rose in August.  Year over year, the Consumer Price Index rose 2.7% and core CPI gained 

2.2%. 

 Import prices fell 0.6% for the month following a decrease of 0.1% in July.  Import fuel prices dropped 3.9% in August on 

declines for petroleum (-3.9%) and natural gas (-6.3%) prices.  Nonfuel import prices ticked down 0.1% as prices fell for 

nonfuel industrial supplies & materials.   

 

AUTUMN GLOW 
Another solid month of activity suggests the U.S. economy remains on track for a solid third quarter. Strengthening demand and ever-tightening 

labor markets should support further gains in wage growth. Inflation appears contained as both PPI and CPI came in softer than expected for 

August.  A September Fed rate hike is already baked in, and current conditions would support an additional rate increase in December. 


