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Flash US PMI signals faster growth and hiring, but also shows tariff-driven inflation

US business activity grew at the fastest rate recorded so far
this year in August, according to early ‘flash’ PMI data,
adding to signs of a strong third quarter. Hiring also picked
up, with job creation reaching one of the highest rates seen
over the past three years as companies reported the largest
build-up in uncompleted work since May 2022.

Business confidence in the outlook meanwhile improved but
remained much weaker than seen at the start of the year as
companies reported ongoing concerns over the impact of
government policies, especially in relation to tariffs.

Tariffs were again widely cited as the principal cause of
sharply higher costs, which in turn fed through to the
steepest rise in average selling prices recorded over the
past three years. Prices rose at increased rates for both
goods and services, hinting at higher consumer price
inflation in the coming months.
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Faster growth and stronger job gains in
August

A strong flash PMI reading for August adds to signs that
the US businesses have enjoyed a strong third quarter so
far. The headline S&P Global US PMI Composite Output
Index rose to an eight-month high in August, edging up
from 55.1in July to 55.4, according to the 'flash’ reading
(based on about 85% of usual survey responses). Output
has now grown continually for 31 months, with the latest
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two months seeing the strongest back-to-back expansions
since the spring of 2022.

The data are consistent with the economy expanding at a
2.5% annualized rate, up from the average 1.3% expansion
seen over the first two quarters of the year.

A sustained robust expansion was reported in the services
economy, albeit with business activity growth dipping
slightly from July’s year-to-date high. New orders growth in
the sector nevertheless gathered pace to register the
steepest improvement in demand for services since last
December, assisted by a modest return to growth of
service sector exports.

The ongoing service sector expansion was accompanied by
a marked acceleration of output growth in the
manufacturing sector to the fastest since May 2022. New
order inflows in the goods-producing sector also picked up,
hitting the highest since February 2024 principally on the
back of rising domestic demand, but also helped by the
largest rise in goods exports for 15 months.

US PMI output by sector
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Data compiled August 21, 2025.

PMI (Purchasing Managers' Index) 50 = no change on prior month.
Source: S&P Global PMI.
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While companies across both manufacturing and services
are reporting stronger demand conditions, there are signs
that many are struggling to meet sales growth. This has
caused backlogs of work to rise at a pace not seen since
the pandemic-related capacity constraints recorded in
early 2022.



US PMI output and order book indicators
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Employment rose for a sixth successive month as firms
sought to meet demand and reduce backlogs of work. The
rate of job creation hit the highest since January (and one
of the highest rates seen for over three years). Service
providers took on staff at the fastest pace since the start
of the year while factory job gains reached the highest
since March 2022.

US PMI employment and backlogs of work
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PMI (Purchasing Managers' Index) 50 = no change, covers manufacturing and services.
Source: S&P Global PMI.
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Subdued expectations

Looking ahead, having dipped in July, companies’
expectations about output in the year ahead meanwhile
rose to a two-month high in August, though remained
below that seen at the start of the year and below the
survey’s long-run average.
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Service sector sentiment revived partly from a drop in July
but continued to run weaker than seen in May and June,
and far below levels seen at the turn of the year, largely
linked to ongoing concerns regarding government policy.

While support from policies such as tariffs helped lift
manufacturing optimism in August to a level well-above the
post-pandemic average, the degree of optimism in the
goods-producing sector remained below January’s recent
high, reflecting concerns over higher costs and the impact
of geopolitical uncertainty, especially in relation to
international trade and supply chains.

Tariffs drive stock building and price
inflation

Stock building has also risen to a survey record level, linked
in part to worries over future supply conditions.

US PMI manufacturing finished goods inventories
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PMI (Purchasing Managers' Index) 50 = no change, covers manufacturing only.
Source: S&P Global PMI
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While this upturn in demand has fueled resurgent hiring, it
has also bolstered firms’ pricing power. Companies have
consequently passed tariff-related cost increases through
to customers in increasing numbers, indicating that
inflation pressures are now at their highest for three years.



The resulting rise in selling prices for goods and services
suggests that consumer price inflation will rise further
above the Fed’s 2% target in the coming months.

US inflation and the PMI output prices index
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Data compiled August 21, 2025.

PMI covers manufacturing only prior to 2009 but manufacturing & services thereafter.
Source: S&P Global PMI, BLS via S&P Global Market Intelligence.
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Combined with the upturn in business activity and hiring,
the rise in prices signaled by the survey puts the PMI data
more into rate hiking - rather than cutting - territory
according to the historical relationship between these
economic indicators and FOMC policy changes.
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PMI-based FOMC policy indicator
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PMI model based on survey output, input price and employment variables plus deviation of core PCE inflation from
2% target, detrended. ISM data used as PMI proxy prior to October 2009.
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Access the press release here.


https://www.pmi.spglobal.com/Public/Home/PressRelease/970a92b794eb4408b7b0a3df3073d275

Links to more resources

— Signup to receive updated commentary in your
inbox here.

- Calendar of upcoming PMI releases

- Running commentary on the PMI survey findings

- PMI Frequently Asked Questions

- Background to the PMIs (video)

— Understanding the headline PMI and its
various subindices

- PMI data use-case illustrations, from nowcasting to
investment strategy

- PMI podcasts

- How to subscribe to PMI data
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