Markit Economics

markit

Markit economic overview
Global economic growth weakest since late-2012

April 13" 2016



Monthly economic overview

markit

Global economic growth weakest since late-2012

Global economic growth was running at its weakest for over three years in Q1, according to the JPMorgan Global
PMI™ compiled by Markit. Despite rising slightly in March, the PMI is broadly consistent with global GDP growing
at an annual rate of just over 1% (at market prices) compared with a long-run average of 2.3%. Subdued developed
world growth was, however, accompanied by tentative signs of renewed life in emerging markets. The weak global
PMI data were promptly followed by a downward revision to the IMF’s global outlook.
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Charts show GDP-weighted PMI output indices covering both manufacturing and services
Sources: JPMorgan, Markit, Thomson Reuters Datastream \ 2


http://www.markit.com/Commentary/Get/06042016-Economics-Weak-global-PMI-for-March-rounds-off-worst-quarter-since-2012
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Global manufacturing PMI rankings

A principal area of concern in the global economy
has been the weakness of manufacturing and trade.
The March PMI signalled just 1.5% annual global
manufacturing output growth along with a decline in
worldwide trade volumes for a second month.

Nine countries saw manufacturing downturns, six of
which were emerging markets, led again by Brazil
and followed by Russia. Ireland took over at the
head of the growth rankings, followed by six other
European nations.
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Developed world growth fails to rebound from February’s 34-month low

A key development over the past two months has been the extent to which developed-world growth has fallen well
below rates seen throughout much of the past three years, acting as an additional drag on global growth. A marked
slowdown in the US has been accompanied by signs of similar weakness in the UK as well as a renewed downturn
(albeit modest) in Japan. Overall, the PMI surveys are signalling just over 0.5% annual developed world GDP
growth in Q1, having failed to show any significant improvement on February’s near three-year low.

Developed markets growth (GDP v PMI) Four largest DM economies
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All charts show PMI output indices covering manufacturing and services \ 4
Sources: CIPS, Markit, Nikkei, Thomson Reuters Datastream
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US growth warning as new business inflows hit post-crisis low

Markit's PMI data show the US economy having endured its worst spell for 32 years in Q1. The surveys covering
manufacturing and services suggest the economy grew at a 0.7% annualised rate, down from 1.0% in Q4. Worse
may be to come, after a near-stalling of new business growth in March to the slowest this side of the recession,
suggesting the robust job creation signalled by the survey is unlikely to persist. New sector data meanwhile showed

consumers driving growth in Q1, albeit with consumer services being hit by bad weather at the start of the year.

US economic growth (GDP v PMI output)*
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US payrolls v PMI employment
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* PMI shown above is a GDP weighted average of the survey output indices \ 5

Sources: Markit, U.S. Department of Commerce, U.S. Bureau of Labor Statistics


http://www.markit.com/Commentary/Get/24032016-Economics-US-economic-malaise-extends-into-March-as-new-work-inflows-hit-post-recession-low
http://www.markit.com/Commentary/Get/01042016-Economics-Robust-US-labour-market-unlikely-to-sway-Fed-into-imminent-rate-hike
https://www.markiteconomics.com/Survey/PressRelease.mvc/ba59b15a96c340c9860e7dc95c9fa795
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UK PMI surveys point to Q1 growth slowdown amid heightened uncertainty

Despite a minor uptick in March, the UK ‘all sector’ PMI signalled just 0.4% GDP growth in Q1, down from 0.6% in
Q4. Firms reported the smallest increase in new business for just over three years, which in turn led to the slowest
rate of job creation for over 22 years. Business optimism meanwhile remained at a 3-year low as concerns about
the global economy continue to be exacerbated by domestic issues such as ‘Brexit’ and further government
spending cuts. The data suggest any interest rate hikes continue to look a long way off.

UK economic growth (GDP v PMI)* Business expectations
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Sources: CIPS, Markit, ONS
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Sluggish Q1 growth signalled as ECB steps up stimulus

Another weak Eurozone PMI for March, a month in which the central bank unleashed further stimulus, suggests
GDP continued to grow at a sluggish 0.3% pace in Q1. Spain’s rate of expansion remains impressive, with the PMI
signalling a 0.6% GDP rise, joined by a 0.4% expansion in Germany (though this masks a worrying slowdown in the

manufacturing sector). Italy saw a substantial loss of pace in March, suggesting the economy eked out just 0.3%
growth in Q1. But the worst performance — stagnation - was again seen in France.

Eurozone economic growth (GDP v PMI)* Euro area ‘big-4’ output
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* PMI shown above is a GDP weighted average of the survey output indices \ 7
Sources: Eurostat, Markit


https://www.markiteconomics.com/Survey/PressRelease.mvc/e2dd6323845c42c6bf170027e0f010dc
http://www.markit.com/Commentary/Get/10032016-Economics-ECB-responds-to-renewed-economic-weakness-with-aggressive-stimulus?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+MarkitPMIsAndEconomicData+%28Markit+PMIs+and+Economic+Data%29
http://www.markit.com/Commentary/Get/06042016-Economics-German-economic-growth-remains-sluggish-amid-near-stagnation-of-manufacturing

Monthly economic overview

markit

Japan sees renewed recession risk

The worst performance among the major developed economies was seen in Japan, where the Nikkei PMI surveys
showed business activity slipping back into decline — albeit only marginally — for the first time in a year. The data
clearly indicate a risk of Japan moving back into recession after GDP data showed a contraction of 0.3% in Q4.
Service sector activity stagnated and business conditions in manufacturing deteriorated at the fastest rate for over
three years as output, new orders and exports all fell. The Bank of Japan appears ready to sanction more stimulus.

Japan economic growth (GDP v PMI)* Japan manufacturing output
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* PMI shown above is a GDP weighted average of the survey output indices \ 8
Sources: Bank of Japan, Markit, Nikkei, Thomson Reuters Datastream


http://www.markit.com/Commentary/Get/22032016-Economics-Japan-flash-PMI-signals-worst-manufacturing-conditions-for-over-three-years
http://www.markit.com/Commentary/Get/22032016-Economics-Japan-flash-PMI-signals-worst-manufacturing-conditions-for-over-three-years
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Emerging market drag eases as PMI hits 10-month high

Emerging market PMI surveys continued to highlight key risks to the global economy. There was some good news
as, across both manufacturing and services, the headline index measuring output hit a 10-month high in March. But
the surveys clearly remain disappointingly weak by historical standards, pointing to GDP growth of just over 4% per
annum. Surveys lifted higher in all four largest (BRIC) economies, but only in India — where the index hit a three-
year high — was there any sign of robust growth. Brazil’s severe downturn remains a major concern.

Emerging markets growth (GDP v PMI) Four largest EM economies
Markit PMI GDP annual % change PMI Output/Business Activity Index
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All charts show PMI output indices covering manufacturing and services \ 9
Sources: Caixin, Markit, Nikkei, Thomson Reuters Datastream
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China sees growth revive, but also suffers largest job losses since 2009

In China, the Caixin PMI surveys signalled the best performance for 11 months. Although only signalling modest
growth, the improvement represents a welcome sign of renewed life after the declines seen in five of the past seven
months. However, more worryingly, the surveys show job losses running at the highest since 2009, with the
downturn spreading from manufacturing to services. The jobs data suggest the worst may not be over for China in
terms of the growth slowdown, but also raises the prospect of further stimulus from the authorities.
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Sources: Caixin, Markit, Thomson Reuters Datastream
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Signs of malaise lifting in emerging markets

Marginal growth was seen in Russia for a second successive month, suggesting the economy could be stabilising
and that forecasts of another year of recession could be too pessimistic. Even Brazil saw an easing in the record
pace of decline experienced in February, although at over 2%, the quarterly rate of contraction remained one of the
most severe ever recorded. India saw the best improvement with the two Nikkei PMI surveys collectively indicating
the strongest expansion for three years and a GDP growth rate of ¢7.5%.
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Financial services suffer worst quarter

Global PMI output , 2016 Q1 averages . . i ..
since global financial crisis
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Disclaimer

The information contained in this presentation is confidential. Any unauthorised use, disclosure, reproduction or dissemination, in full or in part, in
any media or by any means, without the prior written permission of Markit Group Holdings Limited or any of its affiliates ("Markit") is strictly
prohibited.

Opinions, statements, estimates and projections in this presentation (including other media) are solely those of the individual author(s) at the time
of writing and do not necessarily reflect the opinions of Markit. Neither Markit nor the author(s) has any obligation to update this presentation in the
event that any content, opinion, statement, estimate or projection (collectively, “information") changes or subsequently becomes inaccurate.

Markit makes no warranty, expressed or implied, as to the accuracy, completeness or timeliness of any information in this presentation, and shall
not in any way be liable to any recipient for any inaccuracies or omissions. Without limiting the foregoing, Markit shall have no liability whatsoever
to any recipient, whether in contract, in tort (including negligence), under warranty, under statute or otherwise, in respect of any loss or damage
suffered by any recipient as a result of or in connection with any information provided, or any course of action determined, by it or any third party,
whether or not based on any information provided.

The inclusion of a link to an external website by Markit should not be understood to be an endorsement of that website or the site's owners (or their
products/services). Markit is not responsible for either the content or output of external websites.
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