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Emerging markets stagnate in July

® Emerging market PMI at 50.2

® Manufacturing output falls at steepest rate for
three-and-a-half years

® Brazil leads downturn, China stagnates, Russia
stabilises and India reports weak growth

Markit's worldwide PMI survey data showed emerging
market economic growth stagnating in July and
employment falling for a fifth successive month.

At 50.2, the Markit Emerging Market PMI remained
close to the recent low of 49.6 seen in June,
suggesting emerging market GDP is growing at a
meagre annual rate of around 4%. With the exceptions
of the 2008-9 global financial crisis and the 2013 ‘taper
tantrum’, the emerging markets have not seen such
weak growth since 2002.

Although services returned to modest growth after
slipping into decline in June, manufacturing output fell
across the emerging markets as a whole for a third
month running, dropping at the fastest rate since
November 2011.

The emerging market employment index meanwhile
rose slightly, but remained below the no-change level
of 50.0 for a fifth successive month to signal an
ongoing net drop in staffing levels in the private sector.

The emerging market malaise will be an ongoing topic
for policymakers around the world, as the lack of
economic growth in these previously-fast-growing
markets will act as a drag on the global economy and
potentially feed though to lower rates of expansion in
developed economies.

Any hiking of US interest rates also poses further
downside risks to the emerging market outlook, most
notably by raising the cost of servicing dollar-
denominated debt in many countries.

The most striking deterioration was seen in Brazil,
where the PMI covering both manufacturing and
services fell to 40.8, its lowest since March 2009 and
indicative of GDP falling at a quarterly rate in excess of
2%. Service sector activity collapsed at the joint-fastest
rate in the survey history.

Markit Economic Research
05/08/2015

At 50.2, the all-sector Caixin PMI for China sank to its
lowest for 14 months, raising the possibility of GDP
failing to meet the government’s 7.5% growth target in
2015. The fastest service sector growth for 11 months
was offset by the largest drop in manufacturing output
for three-and-a-half years, through the divergence at
least points to the Chinese economy rebalancing
towards service away from export-led manufacturing.

There was better news in Russia and India. Russia’s
economy showed signs of stabilising after the steep
downturn seen in earlier in the year (GDP slumped
1.3% in the first quarter), with an all-sector PMI of 50.9
in July. India also revived from a brief slide into
contraction in June, albeit growing at a historically
tepid pace, with a PMI of 52.0.
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Click here for more PMI and economic commentary.
For further information, please visit www.markit.com
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