
A widely-expected economic slowdown paired with tighter credit conditions 
have chipped away at the outlook for U.S. service managers. The ISM composite 
service index unexpectedly fell from 51.9 to 50.3 in May, the second lowest level in 
three years and just a fraction above 50, the dividing line between expansion and 
contraction. 

The subindexes were consistent with a dampening outlook, with the current 
production index slipping from 52.0 to 51.5 and the new orders index dropping 
all the way from 56.1 to 52.9. The employment index tumbled from 50.8 to 49.2, 
signaling that service managers have slightly less demand for workers. 

The inventory index jumped from 47.2 to 58.3 as an increased number of service 
managers reported rising inventories. The prices paid index dropped from 59.6 to a 
three-year low of 56.2 as service costs move lower. 

The supply chain knot continues to untangle with the suppler delivery index 
declining from 48.6 to 47.7 and the index of backlog orders plunging from 49.7 to 
40.9. 

The service sector has kept the U.S. economy propped up for months, while 
contributing the majority of inflationary pressure. This report was surprisingly weak, 
which signals slower future growth and should add to the case for the Fed to hold 
rates steady next week. That being said, next Tuesday’s release of the May CPI report 
is still capable of rerouting the direction. 

The subindexes were consistent with 
a dampening outlook, with the 
current production index slipping 
from 52.0 to 51.5 and the new orders 
index dropping all the way from 56.1 
to 52.9.

This report was surprisingly weak, 
which signals slower future growth 
and should add to the case for the 
Fed to hold rates steady next week. 

ISM Purchasing Managers Index

Source: Institute for Supply Management

45

50

55

60

65

70

ISM Manufacturing Index ISM Services Index

ISM Service Index Signals Weakening Demand

Please see disclosure starting on page 2

Economic Commentary

Page 1

June 5, 2023

Scott McIntyre, CFA
HilltopSecurities Asset Management

Senior Portfolio Manager
Managing Director

512.481.2009
scott.mcintyre@hilltopsecurities.com

Greg Warner, CTP
HilltopSecurities Asset Management

Senior Portfolio Manager
Managing Director

512.481.2012
greg.warner@hilltopsecurities.com



Economic Commentary

The paper/commentary was prepared by Hilltop Securities Asset Management (HSAM). It is intended for informational purposes only and 
does not constitute legal or investment advice, nor is it an offer or a solicitation of an offer to buy or sell any investment or other specific 
product. Information provided in this paper was obtained from sources that are believed to be reliable; however, it is not guaranteed to be 
correct, complete, or current, and is not intended to imply or establish standards of care applicable to any attorney or advisor in any particular 
circumstances. The statements within constitute the views of HTS and/or HSAM as of the date of the document and may differ from the views of 
other divisions/departments of affiliates Hilltop Securities Inc. In addition, the views are subject to change without notice. This paper represents 
historical information only and is not an indication of future performance. Sources available upon request.

Hilltop Securities Asset Management is an SEC-registered investment advisor. Hilltop Securities Inc. is a registered broker-dealer, registered 
investment adviser and municipal advisor firm that does not provide tax or legal advice. HTS and HSAM are wholly owned subsidiaries of Hilltop 
Holdings, Inc. (NYSE: HTH) located at 717 N. Harwood St., Suite 3400, Dallas, Texas 75201, (214) 859-1800, 833-4HILLTOP.

© 2023 Hilltop Securities Inc. | All rights reserved | MEMBER: NYSE/FINRA/SIPC

On the manufacturing side, factory managers have already been struggling. In fact, the 
ISM composite manufacturing index has been below 50, indicating contraction, for the 
last seven months. This morning, April factory orders were reported up just +0.4%, half 
of the +0.8% forecast, while the previous month gain was paired back. 

  

Market Indications as of 11:30 A.M. Central Time
DOW Down -54 to 33,709 (HIGH: 36,800) 

NASDAQ Up 78 to 13,319 (HIGH: 16,057)

S&P 500 Up 14 to 4,296 (HIGH: 4,797) 

1-Yr T-bill current yield 5.20%; opening yield 5.19%

2-Yr T-note current yield 4.50%; opening yield 4.52%

3-Yr T-note current yield 4.14%; opening yield 4.16%

5-Yr T-note current yield 3.84%; opening yield 3.86%

10-Yr T-note current yield 3.70%; opening yield 3.70%

30-Yr T-bond current yield 3.89%; opening yield 3.89%
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