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Autos sector moves into reverse gear at start of final quarter

® Qutput drops for first time in 18 months amid
back-to-back decreases in new orders

= New orders fall at fastest rate since March 2013

® Backlogs contract sharply, pointing to weak
production trend in coming months

Markit's automobiles & auto parts PMI for Europe
showed a decrease in production for the first time in 18
months in October. The contraction represented a
marked turnaround from the strong performance seen
in the sector at the start of the year when output
growth was the fastest for over two-and-a-half years.

Weighing on activity levels in the second half of the
year has been renewed weakness in incoming new
orders at autos firms. New orders have fallen in four of
the past six months, dropping in October to the
greatest extent since March 2013. New export
business* also fell in October, down for the second
month running.

Signs of weakness in car registrations

These latest gloomy PMI figures follow data from the
ECB showing new passenger car registrations rising at
the slowest annual rate for 12 months in September.
Adjusted for working days, car registrations rose just
3.2%, down from a 5.9% year-on-year increase in
August. With latest PMI data pointing to weak demand
and renewed job losses in the euro area and economic
growth at a 16-month low in the UK in October, the
likelihood is that the slowdown has continued into the
final quarter.

Autos firms in retrenchment mode

Facing falling orders and rapidly shrinking backlogs of
work, autos firms in Europe have begun taking up
more defensive positions. October saw input buying
fall for the second month in a row, contributing to a
further drop in inventories. Employment across the
industry ticked up slightly during the month following
little change in September, though the rate of job
creation paled in comparison with that seen earlier
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Renewed weakness in autos sector

PMI Output Index, sa, 50 = no change EU Autos production, y/y % change 3m ave

300
700

200

60.0
100

500 0.0

-10.0
400

-20.0
|Vl o0tor vehicle and trailer production \

300

—— Automabies & Auto Parts PMI 300

200 T T T T T T
Jan-2002 Jan-2004 Jan-2006 Jan-2008 Jan-2010 Jan-2012 Jan-2014

-40.0

Sources: Markit, Eurostat

New car registrations set to fall?
PMI, New Orders , sa, 50 = no change EU passsenger carreg., y/y % change

30
700

60.0

500

400

-20

mmmm Car registrations

300
= Automobiles & Auto Parts PMI / -30

200 - T T T T T T
Jan-2002  Jan-2004  Jan-2006 Jan-2008  Jan-2010  Jan-2012  Jan-2014

Sources: Markit, ECB

-40

in the year. Meanwhile, the survey pointed to a drop in
average output prices by auto producers, in a sign that
businesses are lacking pricing power and having to
offer discounts in order to encourage sales.

*including intra-Europe trade.

For a full overview of Markit Europe Sector PMI data in
October click here.
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Click here for more PMI and economic commentary. For further information, please visit www.markit.com
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