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US: CATCHING UP AFTER THE HARSH WINTER 

Berenberg Macro Flash 

 
US ISM non-manufacturing, May 

 

Actual:  56.3 

Previous: 55.2 

Consensus: 55.5 

 
A mixed set of US economic  data leaves us with a positive conclusion after all. Predictably, domestic demand is rebounding 
after the horror winter, which left some temporary scars in the economic trajectory. 
 

• ADP: the 179k gain in May fell short of market expectations of >200k new jobs. The correlation with non-farm 
payrolls, which are published on Friday, is far from perfect, but a sub-200k print is possible. Either way, the fluctu-
ations are within the normal range in a recovery, in particular after the very strong 288k non-farm payrolls gain in 
April. 

• Trade deficit: the widening of the deficit to -$47.2b in April, the biggest since January 2012, could point to some 
headwind from net exports for GDP in Q2. However, exports were stable, not pointing to any global demand 
weakness. Instead, imports of capital and consumer goods rose strongly, suggesting a healthy rebound in US do-
mestic demand. 

• Productivity and labour cost: the drop in productivity by 3.2% (saar) as well as the spike in unit labour cost by 
5.7% look worrying at first glance, but are a consequence of the cold winter. Output contracted temporarily, but 
companies look through that and hang on to most workers, increasing labour cost per unit. As they begin unwind-
ing the backlog in Q2, this should reverse. 

• Services confidence: the ISM manufacturing rose to 56.3 in May, its highest since August 2013 and second high-
est since early 2011. The Q2 average of 55.8 clearly exceeds the Q1 average of 52.9, suggesting that not just the 
unwinding of the effect of the cold winter, but also an acceleration of the underlying momentum will boost output 
growth this spring. 

 
A strengthening US economy is good news for European and emerging economy exporters. For the Eurozone in particular, 
a stronger dollar would help stabilising inflation. As the tightening debate will heat up at the Fed, pressure on the ECB to 
embark on controversial endeavours such as large-scale asset purchases should ease. Defending the Eurozone against poten-
tial spill-over effects of Fed tightening, especially on peripheral bond yields, should be the easier exercise. 
 
 
 
US data 
 
Index level MAY APR MAR FEB JAN DEC 

ISM (index) 56.3 55.2 53.1 51.6 54.0 53.0 

Trade balance ($ bn) - -47.2 -44.2 -42.6 -40.1 -37.4 

ADP empl. change 179k 215k 198k 193k 121k 191k 

 
Source: ISM, US Census Bureau, ADP 
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This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  

Joh. Berenberg, Gossler & Co. KG 

60 Threadneedle Street 

London EC2R 8HP 

Phone +44 20 3207 7878 

www.berenberg.com 

christian.schulz@berenberg.com 


