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Eurozone export boost contrasts with disappointment in US, China and Japan

® US continues to lead global manufacturing
upturn in May, but eurozone enjoys fastest
export growth

B Export rise in eurozone contrasts with slump in
China, second monthly fall in US and near
stagnation in Japan

® Currency fall pushes up costs in the eurozone

May's flash PMI survey data painted a downbeat
picture of worldwide manufacturing trends, with
economies struggling in the face of sluggish global
trade flows. However, eurozone exporters, benefitting
from the single currency’s depreciation, are
outperforming in terms of export gains.

Weak exports were the key to disappointing
manufacturing trends in both China and Japan. At 49.1,
the flash PMI for China signalled a deterioration in
business conditions for a third successive month,
fuelled by the steepest drop in export orders for almost
two years. Factory output fell for the first time since
December as a result. The survey paints a picture of
industrial production growth weakening in China from
the already sluggish 5.6% annual rate seen in April,
edging closer to the low of 5.4% seen at the height of
the global financial crisis.

In Japan, the flash PMI rose from 49.9 to 50.9,
signalling a modest return to growth. However,
although inflows of new order books picked up for the
first time in three months, the increase was only
modest due to a near-stagnation of export orders for a
second successive month. The poor export
performance is a major disappointment, given the
weakness of the yen, and suggests further stimulus
should not be ruled out from the Bank of Japan.

It wasn’t only in Asia where exports were a notable
weak spot in the PMI result. In the US, the flash PMI
fell to a 16-month low of 53.8, with growth in the
manufacturing economy dragged down by a second
successive monthly downturn in export orders. The
strong dollar was widely cited as a key cause of
disappointing export sales, alongside weak demand,
especially from Asia.
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There was a brighter picture in the eurozone, however,
where the manufacturing PMI rose to a 13-month high
of 52.3. The improvement was driven in part by an
upturn in new exports orders, which likewise hit a 13-
month high (though note this measure includes intra-
eurozone trade flows). Companies commonly reported
that exports were being buoyed by the euro’s
depreciation. Especially welcome was the first (albeit
minor) increase in exports from France, which has
lagged the wider-region’s recovery, since April of last
year.

Less positively, the upturn in the euro area’s
manufacturing sector was offset by slower growth in
the services economy, though the region remains on
track for a 0.4% expansion of GDP in the second
quarter.

The impact of currency movement was not confined to
exports. The weaker euro was partly to blame for
eurozone goods producers reporting that steepest rise
in input costs for three years. In contrast, input costs
fell in China and rose only very modestly in the US and
Japan, despite upward pressure from rising oil prices.
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