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Eurozone
Flash PMI hits four-year high in June

® Flash PMIrises to 54.1, highest since May 2011
®m Growth accelerates in France and Germany

® Job creation dips but remains close to four-year
high

® Signs of Greek crisis subduing growth

Despite the cloud of the Greek debt crisis hanging over
the region, the eurozone saw economic growth
accelerate to a four-year high in June. Markit's flash
Eurozone PMI, based on around 85% of usual monthly
survey replies, rose from 53.6 in May to 54.1 in June,
its highest since May 2011 and comfortably beating
analysts’ expectations.

The upturn in June also took the average PMI reading
for the second quarter as a whole to the highest for
four years and signalling GDP growth of 0.4%.

Growth picked up speed in both services and
manufacturing at the end of the second quarter. The
improved performance rounded off the best quarter for
four years in the service sector while factories enjoyed
their best quarter of production growth for a year.

Broad based upturn

By country, growth accelerated in both Germany and
France, although the former saw a weaker rate of
expansion over the second quarter as a whole
compared with the first quarter.

France saw weaker growth than Germany, but the PMI
nevertheless hit its highest since August 2011, ending
the best quarter that France has seen since the third
quarter of 2011. New order growth also accelerated in
France to reach the fastest since August 2011 and
employment increased for a fourth successive month,
with the rate of job creation the second-highest since
December 2011.

Elsewhere in the region, growth slowed for a second
successive month, but still outpaced that seen in both
France and Germany. Over the second quarter as a
whole, the region excluding France and Germany
enjoyed its best performance for eight years.
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German economic growth and the PMI
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French economic growth and the PMI
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The survey also indicated that employment and new
orders had likewise risen at the strongest rates for four
years over the second quarter as a whole, although
growth slowed in both cases in June. In the case of
new orders, growth has now slowed for three
successive months, easing in both services and
manufacturing, with the latter also recording a
slowdown in growth of exports.

Expectations of future growth in the service sector also
slipped, dropping to a six-month low.

Slower order book growth and reduced optimism about
the year ahead were largely attributable to an increase
in the number of companies citing growing uncertainty
regarding the impact of the current Greek debt crisis.

Uncertain future

The second quarter upturn signalled by the PMI puts
the region on course to expand by around 2.0% this
year, though much of course depends on the outcome
of the Greek debt negotiations and any resulting
impact on growth in the second half of the year.

The uncertainty generated by the recent escalation of
the crisis appears to have taken some of the steam out
of hiring growth, but employment over the second
quarter as a whole has nevertheless shown the largest
rise for four years to suggest that — at present at least
— the eurozone economy is weathering the Greek
storm relatively well.

Deflationary pressures easing

Companies’ average input costs rose at a weaker rate
than May’s three-year high, but continued to grow on
the back of higher oil prices and wage bills, as well as
rising import costs resulting from the euro’s
depreciation.

Average selling prices for goods and services
continued to fall, but the decline was once again only
marginal and one of the smallest seen over the past
three years.
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Business activity growth
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Eurozone employment
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Eurozone Prices
Markit Flash Eurozone PMI Prices Index, 50 = no change on prior month
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