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US manufacturing continues to struggle,
amidst signs of jobs resilience

The ISM manufacturing index remains in contraction territory, but the
job vacancy statistics are holding up fairly well and inflation pressures
remain elevated. Fed Chair Powell, speaking in Portugal, continues to
suggest the committee remains in wait-and-see mode, implying little
prospect of a July rate cut

US manufacturing
continues to remain in
contractionary territory

Manufacturing ISM continue to point to contraction

Today's US data is a little mixed. The ISM manufacturing index rose to 49.0 from 48.5 (consensus
48.8). Anything below 50 equates to a contraction and this is the 30th sub-50 reading out of the
past 32 reports, so nothing particularly surprising here. The production measure did break above
50 though, rising nearly 5 points to 50.3, but with new orders (46.4 versus 47.6) and the backlog of
orders (44.3 versus 47.1) both weakening notably, this rise in output is not going to last long.
Moreover, employment dropped to 45.0 from 46.8, suggesting a drop in manufacturing
employment in Thursday's jobs report.

Labour data remains relatively resilient

Meanwhile, the JOLTS report showed job openings rising to 7.769m from 7.395m, well above the
7.3m consensus number. However, there is scepticism about the quality of this data relative to
other sources, such as the Indeed job website advertisements index that is available daily. The
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JOLTS is very volatile and swing either side of the Indeed data as the chart below shows. In all
likelihood the trend is towards weaker hiring.

JOLTS job openings and Indeed job vacancy statistics
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Source: Macrobond, ING

The quits rate picked up and the lay-off rates actually fell so in general this is a stronger report
than expected. Note that the ISM prices paid remains very elevated at 69.7 versus the break-even
level of 50, suggesting the tariff-induced price hike story remains an important near-term theme
for the Fed.

At the margin it diminishes the probability of a July Fed rate cut - which looked pretty remote
anyway. Fed Chair Jerome Powell, speaking at the ECB conference in Sintra, Portugal, accepted
that a "solid majority” expect rate cuts later this year, but with inflation likely to move higher over
the summer the “prudent” thing is to wait to learn more. We doubt very much that the Fed will be
cutting interest rates before the September FOMC meeting even though Chris Waller and Michelle
Bowman suggest they could vote in favour of action as soon as this month. Markets are pricing
barely a 20% chance of this happening, which we agree with.

Author

James Knightley
Chief International Economist, US
james.knightley@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Snap | 1 July 2025 2


mailto:james.knightley@ing.com

THINK economic and financial analysis

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited requlation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

Snap | 1 July 2025 3


https://www.ing.com

