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WASHINGTON: A measure of US factory activity
fell from a near three-year high in July amid a drop
in new orders and consumer spending barely rose
in the prior month, setting the economy on a mod-
erate growth path in the third quarter. Other data
yesterday showed a sharp drop in construction
spending in June as investment in public projects
recorded its biggest decline since March 2002.

The Institute for Supply Management (ISM) said
its index of national factory activity fell to a reading
of 56.3 last month from 57.8 in June, which was
the highest level since August 2014.

A reading above 50 in the ISM index indicates
an expansion in manufacturing, which accounts
for about 12 percent of the US economy.
Manufacturing is slowing as a boost from the ener-
gy sector ebbs after a burst in oil well drilling activ-
ity. It is also being hurt by declining automobile
production as companies respond to falling sales
that have left them with an inventory bloat. Motor
vehicle production has dropped for three straight
quarters.

Last month, the ISM survey’s production sub-
index fell 1.8 points to a reading of 60.6. A gauge
of new orders slipped to 60.4 from 63.5 in June.
Though a measure of factory employment
dropped two points to 55.2, labor market condi-
tions in the sector are tightening. Manufacturers
reported an increase in turnover, with employees
leaving for other opportunities.

The US dollar touched a 15-month low against
a basket of currencies after the data. Prices of US
Treasuries reversed course to trade higher and US
stocks rallied, with the Dow Jones Industrial
Average hitting a record high.

Tepid demand
In a separate report yesterday, the Commerce

Department said consumer spending, which
accounts for more than two-thirds of US economic
activity, edged up 0.1 percent in June after a 0.2
percent gain in May.

There was also little sign of inflation. The per-
sonal consumption expenditures (PCE) price index,
excluding food and energy, rose 0.1 percent in
June after a similar gain in May. In the 12 months
through June, the so-called core PCE price index
increased 1.5 percent after advancing by the same
margin in May. The core PCE is the Federal
Reserve’s preferred inflation measure. The US cen-
tral bank has a 2 percent target.

The data was included in the second-quarter
gross domestic product report published last
week. That report showed consumer spending
increasing at a 2.8 percent annualized rate, which
accounted for the bulk of the economy’s 2.6 per-
cent growth pace during the quarter. But that esti-
mate could be revised lower in the wake of a
report from the Commerce Department yesterday
showing construction spending tumbling 1.3 per-

cent to $1.21 trillion, the lowest level since
September 2016.

Construction spending was weighed down by
a 5.4 percent plunge in public investment, which
the was biggest decline since March 2002. The
drop was across federal, state and local govern-
ments. Hopes that President Donald Trump’s vow
to boost infrastructure spending would kick off a
construction boom have largely faded since the
beginning of the year. The consumer spending
report showed inflation-adjusted consumption
was unchanged in June after a rise of 0.2 percent
in May. June’s flat reading points to moderate con-
sumer spending growth in the third quarter.

Since accelerating at a 3.8 percent pace in the
second quarter of 2016, consumer spending
growth has remained below a 3.0 percent rate,
restrained by sluggish wage gains.

In June, personal income was unchanged. That
was the weakest reading since a 0.1 percent dip in
November 2016 and followed a 0.3 percent
increase in May.

Wages and salaries increased 0.4 percent in
June. Personal dividend income declined 3.0 per-
cent in June after surging 4.8 percent in May.
Income at the disposal of households after
accounting for inflation fell 0.1 percent, the
largest decrease since last December. Savings
slipped to $546.4 billion in June from $564.7 bil-
lion in May. —Reuters

US factory activity slows as orders drop
Construction spending falls, consumer spending up 0.1%

FRANKFURT: The skyline of the banking district is reflected in a puddle after a heavy thunderstorm during the night in Frankfurt yesterday. —AP

WASHINGTON: A Boeing 787 being built for Norwegian Air Shuttle at Boeing Co’s
assembly facility, in Everett, Washington. The Institute for Supply Management, a
trade group of purchasing managers, issued its index of manufacturing activity
for July yesterday. —AP

LONDON: Striking employees at the Bank of England
wore comical masks depicting the face of Governor
Mark Carney yesterday as they stood outside the
institution demanding better pay.

The three-day strike - the central bank’s first in
over 50 years - came after workers failed to reach a
deal that would allow them to keep their wages
growing as much as inflation, which is now at 2.6 per-
cent annually. Some 40 workers, including mainte-
nance and security workers, carried signs reading
“Bank of England staff want fair pay.”

An official with the union, Unite, Peter Kavanagh,
said the workers had “been left with no choice but to
take industrial action because they are facing another
year of having to endure a pay cut imposed upon
them.” Kavanagh said Carney should meet the pro-
testers to explain “why hardworking men and women
deserve to face years of pay cuts.”

The central bank noted that the number of strikers
is small and says it will “continue to operate as normal
during this period.” The bank issued a statement which
said it had been in talks with the union, “and remains
ready to continue those talks at any time.”  —AP

LONDON: Britain’s pound climbed to its
highest levels against the dollar since
mid-September yesterday, as data show-
ing UK factory activity growth recovered
from a seven-month low in July eased
concerns about an economic slowdown.
The Purchasing Managers’ Index (PMI)
survey for Britain’s manufacturing sector
climbed to 55.1, exceeding the 54.4 con-
sensus in a Reuters poll of economists,
helped by the biggest influx of new
export orders since 2010.

The numbers should hearten policy-
makers at the Bank of England, which will
make a policy decision and release its latest
quarterly Inflation Report tomorrow, and
should soothe investors’ fears that eco-
nomic growth is deteriorating rapidly after
a sluggish start to the year.

A run of weak data has - along with
deep uncertainty about the impact of
Brexit on the economy - cooled specula-
tion that the BoE is poised to start remov-
ing its crisis-level stimulus, which followed a

series of hawkish remarks by policymakers
at the banks in recent months.

But the latest numbers were not in
themselves enough to substantially
change the outlook either for sterling or for
the BoE, said BNP Paribas currency strate-
gist Sam Lynton-Brown. “The data was
slightly better than expected but it should-
n’t mean much for sterling, particularly this
week, when we have more important data
flows - the Bank of England’s quarterly
Inflation Report and also the services PMI,”
he said, referring to equivalent data from
the services sector due tomorrow.

“Aside from the fact that it was only a
moderate upside surprise, the manufactur-
ing sector is a small contributor in compari-
son with services to the growth outlook,
and so is not that important for the Bank of
England.” While a push-back of rate hike
expectations has helped drive the pound
to nine-month lows against the euro, it has
not been enough to outweigh pessimism
around the US dollar.

Sterling climbed as high as $1.3240
after the data’s release and was still trading
at around that level by 1420 GMT, as data
showing US construction spending unex-
pectedly fell in June weighed on the dollar.
Against the euro the pound gained 0.3 per-
cent on the day to trade at 89.35 pence, but
that was less than a cent away from last
week’s lows.

Investors added to bets against the
pound in the week up to last Tuesday,
data showed on Friday, having taken
them to their lowest in sixteen months
the previous week.

“Holders of sterling will be crossing
their fingers for a surprise interest rate rise
(on Thursday),” said Jake Trask, FX
Research Director at OFX. “However, dis-
appointing Q2 GDP figures and a recent
unexpected drop in inflation make this
highly unlikely, especially with Kristin
Forbes - who previously voted for a rise in
rates - having left the (monetary policy)
committee.”  —Reuters
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LONDON: Demonstrators hold placards depicting an
image of Bank of England Governor Mark Carney, as
they protest during a strike against pay, outside the
Bank of England in the City of London yesterday. —AFP


