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Austrian manufacturing shifts into higher gear at start of the third quarter

® Bank Austria Manufacturing PMI hits 17-month
high

®m GDP growth set to pick up in Q2 and Q3

B Companies optimistic about future outlook

Latest PMI data signalled that the Austrian
manufacturing sector grew at its strongest pace in
nearly one-and-a-half years during July, adding to
hopes that the economy has moved into a higher gear
after gross domestic product has failed to show any
meaningful growth for over a year. The headline Bank
Austria PMI® has now held above the crucial 50.0
threshold for four months running, suggesting that the
Austrian economy jumped back into growth territory in
the second quarter.

Bank Austria Manufacturing PMI hits 17-
month high

The seasonally adjusted Bank Austria Manufacturing
PMI — a composite indicator designed to provide a
single-figure snapshot of manufacturing performance —
rose from June’s 51.2 to 52.4 in July, thereby signalling
the greatest improvement in manufacturers’ operating
conditions since February 2014.

GDP growth set to accelerate

Despite the fact that Austria’s goods-producing
industry only accounts for roughly 28% of total GDP, a
comparison between the PMI and GDP data shows
that the two series exhibit a strong relationship. The
PMI data therefore signal an acceleration in the pace
of expansion from the 0.1% seen in Q1, with data for
July suggesting that growth could pick up even further
moving into the second half of the year.

Looking at the official measure for economic activity in
the secondary (industrial) sector exhibits an even
better relationship with the PMI and clearly shows that
the goods-producing sector should have a positive
impact on GDP in the second quarter.

Austrian economic growth and the PMI

GDP, g/q % change

PMI, s.adj., 50 = no change

20
15
10 -
0.5
0.0

05
10
-9 = PMI Index
20

-25
Jan99  Jan 01 Jan03 Jan05 JanO7 Jan09 Jan 11 Jan13  Jan 15
Sources: Markit, Eurostat

Austria: Economic activity in secondary sector vs PMI
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Employment returns to growth

The data signalled that new order growth accelerated
in July, with companies reporting improving market
conditions and a positive demand environment. The
rates of growth were the steepest in 17 months in both
cases.

Encouragingly, the pick-up in production and new
order growth had a positive effect on the labour market,
with employment levels rising for the first time in
almost a year. However, the pace of jobs growth was
still only marginal.

It also seems as if the weak euro is continuing to have
positive effects on the sector, as new export business
rose for a fourth month running.

A closer look at the sector data highlights the strong
performance of makers of investment goods, which
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includes the production of plant, machinery and
equipment.  Manufacturers of consumer and
intermediate goods also noted stronger output, but the
rates of growth were much weaker than that recorded
in the investment goods sub-sector.

Business optimism highest since early-
2014

Growth should continue to improve in coming months.
Markit's latest Business Outlook Survey meanwhile
revealed that optimism towards business activity at
Austrian manufacturing companies improved further
during June. Companies are optimistic that new export
opportunities, new products, new customers, low
energy prices and an improving economic climate are
likely to support manufacturing growth over the next 12
months.

However, panel evidence also suggested that the
Greek debt crisis, exchange rate factors, capacity
bottlenecks and slower growth in China are some of
the worries among Austrian manufacturers and could
act as barriers to future growth.

Austria Business Outlook
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Click here for more PMI and economic commentary.
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