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US manufacturing shrinks for first time in 3 years
ISM manufacturing index falls; new orders, factory employment contract
WASHINGTON: US manufacturing activity contracted
for the first time in three years in August, with new orders
and hiring declining as trade tensions weighed on busi-
ness confidence, which could renew fears of a sharp eco-
nomic slowdown. Other data yesterday showed construc-
tion spending barely rising in July. Data on consumer
spending had suggested that while the economy was
slowing, it was not losing momentum as rapidly as finan-
cial markets were flagging. The Institute for Supply
Management (ISM) said its index of national factory
activity dropped to a reading of 49.1 last month from 51.2
in July. A reading below 50 indicates contraction in the
manufacturing sector, which accounts for about 12 per-
cent of the US economy. Last month marked the first time
since August 2016 that the index broke below the 50
threshold.

August’s reading was also the lowest since January
2016 and was the fifth straight monthly decline in the
index. The ISM said there had been “a notable decrease
in business confidence,” adding that “trade remains the
most significant issue, indicated by the strong contraction
in new export orders.”

Economists polled by Reuters had forecast the ISM

index would slip to 51.0 in August. The year-long US-
China trade war is eroding business sentiment, with busi-
ness investment contracting in the second quarter for the
first time in more than three years. That, together with an
inventory bloat, is undercutting manufacturing, with out-
put declining for two straight quarters.

Weak manufacturing and business investment are off-
setting some of the boost to the economy from strong
consumer spending. A new round of US tariffs on imports
of Chinese goods, mostly consumer products like cloth-
ing, footwear and televisions, took effect on Sept. 1.
These duties are expected to slow consumer spending.
Additional US tariffs are due to be imposed in December.

With trade tensions still simmering in the background,
the Federal Reserve is expected to cut interest rates again
this month to keep the longest economic expansion in his-
tory on track. The Fed lowered its short-term interest rate
by 25 basis points in July for the first time since 2008, cit-
ing trade tensions and slowing global growth. Financial
markets have fully priced in another quarter-percentage-
point cut at the Fed’s Sept. 17-18 policy meeting.

The ISM’s forward-looking new orders sub-index
dropped to a reading of 47.2 last month, the lowest level

since June 2012, from 50.8 in July. A gauge of factory
employment tumbled to 47.4, the weakest reading since
March 2016, from 51.7 in July. Manufacturing employ-
ment is being closed watched after the workweek
dropped to its lowest level since November 2011 in July
and factories cut overtime.

US stock indexes extended losses after the data.
Yields on US Treasuries tumbled while the dollar was
slightly stronger against a basket of currencies.

In a separate report yesterday, the Commerce
Department said construction spending edged up 0.1
percent. Data for June was revised up to show construc-
tion outlays decreasing 0.7 instead of falling 1.3 percent
as previously reported. Economists polled by Reuters
had forecast construction spending would rise 0.3 per-
cent in July. Construction spending fell 2.7 percent on a
year-on-year basis in July.

Investment in public construction projects increased
0.4 percent after tumbling 3.1 percent in June.
Spending on state and local government construction
projects rebounded 0.6 percent. That followed a 3.7
percent plunge in June. Outlays on federal government
construction projects fell 2.4 percent in July after surg-

ing 4.3 percent in the prior month. Spending on private
construction projects dipped 0.1 percent in July,
reversing June’s 0.1 percent gain. Investment in private
residential projects rose 0.6 percent, the most in eight
months, after being unchanged in June. Private residen-
tial investment was boosted by a 1.4 percent jump in
single-family home building. There were also gains in
home renovations.

Land and labor shortages have constrained home-
building even as mortgage rates have dropped sharply
from last year’s levels. Spending on residential construc-
tion has contracted for six straight quarters, the longest
such stretch since the Great Recession. Spending on pri-
vate nonresidential structures, which includes manufac-
turing and power plants, dropped 0.8 percent in July to a
seven-month low. That followed a 0.2 percent rise in
June. Investment in nonresidential construction fell at its
steepest pace in more than three years in the second
quarter. That contributed to business investment declin-
ing for the first time in more than three years. The econo-
my grew at a 2.0 percent annualized rate in the April-
June quarter, slowing from the first quarter’s brisk 3.1
percent pace. — Reuters

NEW YORK: In this file photo, a person looks at Woodstock souvenirs outside a store on Tinker Street in Woodstock, New York. Bogged down in the trade war, the US manufacturing sector stumbled and fell into
contraction in August 2019 for the first time in three years. — AFP

Dubai economic 
slump to persist 
to 2022: S&P
DUBAI: A slowdown in Dubai’s economy since 2014 is
forecast to carry on through 2022 due to low oil prices,
fallout from the US-China trade war and political turmoil,
Standard and Poor’s said yesterday.

Growth in the Middle East’s most diversified economy
has also been impacted by a deterioration in the key real
estate and tourism sectors, the international ratings
agency said in a report. Dubai faces high public debt
amounting to around $124 billion, or 108 percent of gross
domestic product (GDP), divided between the govern-
ment and state-linked companies, the report said.

The emirate’s GDP grew at just 1.94 percent last year,
its lowest since 2010 when the city state was still recover-
ing from the impact of the global financial crisis and
defaulting on its debt. S&P said it expected Dubai’s econ-
omy to pick up to 2.4 percent this year, largely due to the
completion of projects related to the international trade
exhibition Expo 2020 opening in October next year.

After the Expo, growth will then moderate to 2.0 per-
cent through 2022, it said. The trade war between the

United States and China, and lower regional demand due
to sanctions on neighboring Iran, are likely to slow transit
trade, an important contributor to the Dubai economy,
S&P said.

Dubai’s GDP grew at 4.8 percent in 2013 before start-
ing to decline and the drop accelerated last year after the
property sector slumped and the number of tourists
stagnated. The city-state had expected to attract 20 mil-
lion visitors annually by 2020 when it hosts the six-
month Expo.

But in the past two years, the number of tourists stood
at just under 16 million and in the first half of 2019, Dubai
welcomed 8.3 million visitors, according to official fig-
ures. The property market, which contributes some seven
percent to GDP, has been in a downturn since mid-2014,
with sale and rent prices shedding a third of their values.

Dubai ruler and UAE Prime Minister Sheikh
Mohammed bin Rashed on Monday formed a committee
to regulate the oversupplied real estate market. During
the past year, the emirate has taken a raft of measures to
boost the domestic economy and lure foreign investors
by easing residency and business rules, including allow-
ing full ownership of businesses by foreigners outside
free trade zones.

The emirate draws 70 percent of its revenues from
fees on a host of transactions, some 24 percent from tax-
es and profits of government companies, and just six per-
cent from oil.  — AFP DUBAI: Workers clean the glass facade of the Burj Khalifah tower in Dubai. — AFP


