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**** means prior reading revised up, means prior reading revised down  

ISM Services Index Slides Again But Jobless Claims Remain Low   

Key Takeaways: The ISM Services Index slipped to 54.4 in October. This was close to our forecast of 54.7 but down 
from 56.7 in September. The index is at its lowest level since May 2020, suggesting consumer demand for services 
is moderating amid rising interest rates, high inflation and recession fears. The new export orders index plunged 
17.4 points and is in contraction territory for the first time since January 2022. The new orders and the backlog of 
orders indexes fell 4.1 points and 0.3 points respectively, pointing to a further slowdown in services activity over 
the next few months. Meanwhile, the employment index for the service sector fell 3.9 points from a six-month 
high in September and is now also in contraction territory. Some service businesses are having difficulty hiring 
workers of open positions and some are likely reducing headcount. The report also contained a bit of bad news for 
the Fed as it battles inflation with the prices paid index rising to 70.7 in October. This is the first increase since 
April of this year.            

On the heels of yesterday’s above-consensus gain in ADP’s estimate of private sector payrolls, more labor market 
data is pointing to continued tightness. Initial jobless claims fell to 217,000 in the week ending October 29. This 
was down from 218,000 in the prior week and keeps first-time claims at a historically low level. The four-week 
moving average, which irons out the volatility in the data, was unchanged at 219,000. In short, still no sign of 
serious labor market weakness amid rapidly rising interest rates and high inflation.                

Treasury yields are higher today after Fed Chair Powell yesterday said the terminal fed funds rate will go higher 
than previously advertised in the September FOMC’s Dot-Plot projection. The 10-Year Treasury yield is currently 
at 4.172 – up 7.2 basis points from Wednesday’s close. The 2-10 Treasury spread is -53.3 basis points – down 3.3 
basis points from Wednesday’s close. Fed funds futures are pricing in a 100% probability of a 50 basis point 

Time EST Indicator For  Actual* Estimate** Consensus*** Previous Period**** 
08:30 AM Trade Balance Sep  -$73.3b -$69.5b -$72.2b -$65.7b R  
08:30 AM Nonfarm Productivity 3Q P  0.3% 0.6% 0.5% -4.1% 
08:30 AM Unit Labor Costs 3Q P  3.5% 4.0% 4.0% 8.9% R  
08:30 AM Initial Jobless Claims Oct 29  217k 225k 220k 218k R  
08:30 AM Continuing Claims Oct 22  1485k NA 1450k 1438k 
09:45 AM S&P Global US Services PMI Oct F  47.8 46.6 46.6 46.6 
09:45 AM S&P Global US Composite PMI Oct F  48.2 NA 47.3 47.3 
10:00 AM Factory Orders Sep  0.3% 0.6% 0.3% 0.3% R  
10:00 AM Factory Orders Ex Trans Sep  -0.1% NA 0.0% 0.1% R  
10:00 AM Durables Goods Orders Sep F  0.4% 0.4% 0.4% 0.4% 
10:00 AM Durables Ex Transportation Sep F  -0.5% NA -0.5% -0.5% 
10:00 AM Cap Goods Orders Nondef Ex Air Sep F  -0.4% NA -0.6% -0.7% 
10:00 AM Cap Goods Shipments Nondef Ex Air Sep F  -0.5% NA NA -0.5% 
10:00 AM ISM Services Index Oct  54.4 54.7 55.3 56.7 
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increase in December with a 30% chance it could be another 75 basis point hike and a 100% probability of a 25 
basis point hike in February with a 68% probability it could be a 50 basis point move.        

U.S. stocks are lower today on rising bond yields and disappointing services PMI data. The Dow and the S&P 500 
are down 0.20% and 0.80% respectively, while the NASDAQ is down 1.23%. Losses in the S&P 500 today are led 
by information technology, communication services and financial stocks. 

The U.S. dollar is appreciating against the major currencies today after the Bank of England said the UK could 
slide into recession in 2023. The Bloomberg dollar spot index is up 0.59% from Wednesday’s close and is up 
0.64% over the last month. The U.S. dollar is advancing the most against euro, British pound, and Swiss franc 
today. 


