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ISM Survey Indicates Fading Service Demand and Higher Prices

The ISM Service Index for April dropped from 51.4 to 49.4, indicating contraction (sub-
50) for the first time since late 2022. Within the composite, the business activity index

(a measure of current production) dropped from 57.4 to 50.9, a four-year low. The
employment sub-index (already in contraction) slipped from 48.5 to 45.9 as purchasing
managers expect to hire fewer workers in the coming months. The forward-looking new
orders index declined from 54.4 to 52.2, still expanding but at a lesser pace.

The only major index not supporting a market rally was the inflation gauge. The prices paid
index jumped from 53.4 to a three-month high of 59.2 as an increased number of service
managers reported higher costs.

Earlier this week, the ISM manufacturing index for April dipped back into mild
contraction territory, although the headline was less important than the inflation sub-
index which indicated factory costs were rising. The overall factory composite index
slipped from 50.3 to 49.2, not an especially big move, but below the theoretical line
separating expansion from contraction.

The employment index rose from 47.4 to 48.6. Most factory managers still expect to hire
fewer workers in the coming months, but there is some improvement. The new orders
index fell from 51.4 to 49.1, reflecting slightly less future demand. And, the prices paid
index climbed from 55.8 to 60.9 as an increasing number of factory managers reported
higher costs in April.

The ISM surveys are normally reliable indicators, so while reports of slowing demand are
welcome, signs of lingering price pressure is not.
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The only major index not supporting
amarket rally was the inflation
gauge. The prices paid index jumped
from 53.4 to a three-month high
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Market Indications as of 10:18 AM. Central Time

DOW Up 355 to 38,581 (HIGH: 39,807)
NASDAQ Up 265 to 16,106 (HIGH: 16,442)

S&P 500 Up 43 to 5,107 (HIGH: 5,254)

1-Yr T-bill current yield 5.13%; opening yield 5.10%

2-YrT-note current yield 4.81%; opening yield 4.88%
3-YrT-note current yield 4.64%; opening yield 4.72%
5-YrT-note current yield 4.49%; opening yield 4.57%
10-Yr T-note current yield 4.52%; opening yield 4.57%
30-Yr T-bond current yield 4.68%; opening yield 4.72%
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