
In the 1950s, a widely repeated saying was that “What’s 
good for General Motors is good for America.”1 

And until a few years ago, there seemed to be a similarly 
strong link between the outlook for manufacturing in 
the United States and the growth of U.S. gross domestic 
product (GDP). In the last few years, however, that link has 
gotten weaker. This paper explores several reasons why and 
the lesson they offer.

Growth remains a key focus for markets, with various 
data releases sending somewhat mixed messages 
about economic momentum. Any systematic economic 
forecasting program incorporates both hard and soft data. 
Soft data, such as business and consumer confidence, 
purchasing managers’ surveys, and industry surveys, are 
usually useful in gaining insight into the state of economic 
activity. In recent years, however, investors learned that 
focusing too much on soft data was not very helpful in 
timing a turn in economic activity. Certain widely followed 
survey-based indicators have been signaling an elevated 
chance of economic weakness for some time. However, 
hard data, such as retail sales, GDP, and the unemployment 
rate, which represent actual results of the choices that 
people make, have painted a more positive underlying 
economic reality. The divergence between hard and soft 
data is not unique to the United States, as many developed 
markets have acknowledged a deterioration in data 
collection and the reliability of surveys. 

That said, the usefulness of soft data cannot be discarded 
because survey-based activity data provides more current 
information and focuses on the future, while hard data is 
historical and shows results over time. Therefore, investors 
continue to pay attention to confidence surveys, for 
example, in the assessment of economic conditions.

Many U.S. economic nowcast and forecast models use 
the Institute for Supply Management (ISM) manufacturing 
survey data as an input in the process of identifying 
turning points in the economy. It’s interesting to graph the 
sensitivity of GDP to the ISM manufacturing Purchasing 
Managers’ Index (PMI) over time. As you can see from 
the chart, historically there was a strong relationship 
between the two series. In effect, the ISM manufacturing 
PMI indicated whether manufacturing and the economy in 
aggregate was expanding or contracting. But not recently. 
The ISM Manufacturing Index has been in negative territory 
for 22 of the past 24 months, while GDP has expanded over 
that period. 

One reason for this divergence is that the COVID-19 
pandemic had a dramatic impact on the relationship 
between the ISM manufacturing survey data and growth. 
At the early stages of the pandemic, we saw a rotation 
of demand away from services towards goods. Then, as 
economies emerged from lockdowns, spending rotated 
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1 The original quote was slightly different: “For years I thought that was what good for the country was good for General Motors and vice versa,” but the shorter version 
cited above is what gained traction and popular usage. Source: Charles E. Wilson, Dwight Eisenhower Administration, Historical Office, Office of the Secretary of Defense, 
https://history.defense.gov/Multimedia/Biographies/Article-View/Article/571268/charles-e-wilson/



heavily from goods to services. Consequently, service-
sector purchasing managers’ indices now are at historically 
healthy levels, consistent with an overall positive 
global economic backdrop, compared to the soggy ISM 
manufacturing survey data. And there are no signs that the 
gap will narrow. Even the sluggish euro area economy is 
showing such a divergence.

Another explanation for the discrepancy is that soft data 
come from surveys and reflect feelings and expectations. 
When asked about their general economic perceptions, 
the public tends to regurgitate whatever the news media 
highlights, and bearishness sells. The result is that 
economic perceptions do not reflect the fact that the 
manufacturing-sector share of GDP has structurally shrunk 
in the United States and other advanced economies to the 
extent where it is now much smaller than that of the  
service sector. 

In conclusion, the ISM manufacturing index remains 
stubbornly in contraction, which indicates that the 
manufacturing sector is still under pressure. But that 
doesn’t mean the economy as a whole is struggling. We are 
dealing with a very different cycle, one that was distorted 
by idiosyncratic forces. This led to a widening gap between 
manufacturing and service sectors compared to past 
cycles. In other words, the ISM manufacturing survey isn’t 
as important a barometer of overall economic conditions 
as it used to be. Soft data is impacted by feelings and 
expectations. However, soft data is still relevant because it 
is timelier, compared to hard data, which is retrospective. 
Just like General Motors and the United States in the 1950s, 
the outlook for manufacturing is not everything when it 
comes to the growth of GDP, but it’s not nothing, either.

Irina Dorogan, CIM® 
Portfolio Manager

DISCLOSURES 

An investment in Exchange Traded Funds (ETF), structured as a mutual fund or unit investment trust, involves the risk of losing money and should be considered as 
part of an overall program, not a complete investment program. An investment in ETFs involves additional risks: non-diversified, the risks of price volatility, competitive 
industry pressure, international political and economic developments, possible trading halts, and index tracking error. All investments are subject to risk. Asset 
allocation and diversification do not ensure a profit or protect against a loss. There is no assurance that any investment strategy will be successful or that any securities 
transaction, holdings, sectors or allocations discussed will be profitable Cougar Global Investments calculates the Macro Economic Scenario (MES) analysis by assigning 
probabilities to each of the five economic scenarios (Growth, Stagnation, Inflation, Chaos and Recession) over the next 12 months. Macroeconomic scenarios are based 
on quantitative data sourced from various firms and then weighted and may be adjusted based upon Cougar Global Investments thought capital. MES are subject to 
change. These are hypothetical examples and are not representative of any specific situation. Actual economic results may vary. Economic forecasts set forth may not 
develop as Cougar MES indicates and there can be no guarantee that these strategies promoted will be successful. Past performance is no guarantee of future results. 
Macro Economic Scenarios: Growth – U.S. economy is growing at or above its potential growth rate, Recession – U.S. economy is shrinking (negative quarter over 
quarter growth rate), Stagnation – U.S. economy is growing at lower than its potential growth rate, Inflation – Consumer Price Index (CPI) inflation rate is higher than U.S. 
economy’s potential growth rate, Chaos – a high impact, low probability event (“Black Swans”). 

U.S. GDP growth (quarter over quarter annualized % change) and ISM manufacturing PMI
Gross domestic product growth, % change
ISM manufacturing PMI

Source: Macrobond Research, Cougar Global Investments, as of 9/1/2024
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Economic forecasts set forth may not develop as predicted and there can be no guarantee that strategies promoted will be successful. Small-capitalization companies 
are subject to higher volatility than those of large-capitalized companies. International and emerging market investing involves special risks such as currency fluctuation 
and political instability and may not be appropriate for all investors. Stock investing involves risk, including the risk of loss. Investments in emerging market issuers are 
subject to a greater risk of loss than investments in issuers located or operating in more developed markets. This is due to, among other things, the potential for greater 
market volatility, lower trading volume, higher levels of inflation, political and economic instability, greater risk of a market shutdown and more governmental limitations 
on foreign investments in emerging market countries. High Yield/Junk Bonds are not investment grade securities, involve substantial risks and generally should be part of 
the diversified portfolio of sophisticated investors. Corporate bonds are considered higher risk than government bonds but normally offer a higher yield and are subject 
to market, interest rate and credit risk as well as additional risks based on the quality of issuer coupon rate, price, yield, maturity and redemption features. Bonds are 
subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates rise and are subject to availability and change in price. Mortgage-
Backed Securities are subject to credit, default risk, prepayment risk that acts much like call risk when you get your principal back sooner than the stated maturity, 
extensions risk, the opposite of prepayment risk, and interest rate risk. Investing in IAU involves additional risks. The market price of the Shares will be as unpredictable 
as the price of gold has historically been and the price received upon the sale of Shares may be less than the value of the gold represented by them. Government bonds 
and Treasury bills are guaranteed by the U.S. Government as to the timely payment of principal and interest and, if held to maturity, offer a fixed rate of return and fixed 
principal value. The fund’s concentrated holding will subject it to greater volatility than a fund that invests more broadly. The fast price swings of commodities will result 
in significant volatility in an investor’s holdings. Precious metal investing is subject to substantial fluctuation and potential for loss. All indexes mentioned are unmanaged 
and cannot be invested into directly. Past performance is no guarantee of future results. The indexes don’t reflect charges, expenses, fees and is not indicative of any 
particular investment. Commodity-linked investments may be more volatile and less liquid than the underlying instruments or measures, and their value may be affected 
by the performance of the overall commodities baskets as well as weather, disease, and regulatory developments. 

This research material has been prepared by Cougar Global Investments. Opinions and estimates offered constitute Cougar Global’s judgment and are subject to change 
without notice, as are statements of financial market trends, which are based on current market conditions. Under no circumstances does the information contained 
within represent a recommendation to buy, hold or sell any security and it should not be assumed that the securities transactions or holdings discussed were or will 
prove to be profitable. All holdings are subject to change daily. 

Link(s) are being provided for informational purposes only. Cougar Global Investments is not affiliated with and does not endorse, authorize or sponsor any of the listed 
websites or their respective sponsors. Cougar Global Investments is not responsible for the content of any website or the collection or use of information regarding any 
website’s users and/or members.

Cougar Global Investments Limited (Cougar Global) is an investment manager that utilizes tactical asset allocation to construct globally diversified portfolios. 
Effective 4/30/15, Cougar Global Investments is a wholly owned subsidiary of Raymond James International Canada which is a wholly owned subsidiary of Raymond 
James International Holdings. Raymond James International Holdings is a wholly owned subsidiary of Raymond James Financial as is Raymond James Investment 
Management. Prior to 4/30/15, Cougar Global was an independent investment management firm not affiliated with any parent organization. Cougar Global is registered 
as a Portfolio Manager with the Ontario Securities Commission (OSC) and with the United States Securities and Exchange Commission (SEC) as a Non-Resident 
Investment Advisor. Prior to 01/02/2013, the firm was named Cougar Global Investments LP. 

DEFINITIONS

Annualized estimates represent short-term calculations or rates that have been converted into annual rates.

Gross domestic product (GDP) is the total value of goods and services provided in an economy during a specified period, often one year.

The Institute for Supply Management produces several surveys assessing business conditions and outlooks across a variety of industries. They include the ISM 
Purchasing Managers’ Index (PMI), which measures the prevailing direction of economic trends in the manufacturing sector, and the Services ISM® Report on Business®, 
which is based on data compiled from purchasing and supply executives and reflects the change, if any, in the current month compared to the previous month in 
supplier deliveries along with seasonally adjusted business activity, new orders, and employment.

ABOUT COUGAR GLOBAL INVESTMENTS 

Cougar Global Investments is a global macroeconomic asset allocation manager that believes the goal of investing is to achieve compound annualized returns for 
clients. We use a disciplined portfolio construction methodology combining post-modern portfolio theory and risk management to pursue our clients’ objectives. 

ABOUT RAYMOND JAMES INVESTMENT MANAGEMENT 

Raymond James Investment Management is a global asset management company that combines the exceptional insight and agility of individual investment teams with 
the strength and stability of a full-service firm. Together with our boutique investment managers – Chartwell Investment Partners, ClariVest Asset Management, Cougar 
Global Investments, Eagle Asset Management, Reams Asset Management (a division of Scout Investments) and Scout Investments – we offer a range of investment 
strategies and asset classes, each with a focus on risk-adjusted returns and alpha generation. We believe providing a lineup of seasoned, committed portfolio managers – 
spanning a wide range of disciplines and investing vehicles – is the best way to help investors seek their long-term financial goals. 
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To learn more about Cougar Global’s strategies, philosophy and capabilities visit  
cougarglobal.com or call 1.800.521.1195.


