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Global economic growth edges higher but still close to three-year low

Global economic growth ticked higher for a second successive month in April, according to the JPMorgan Global
PMI™ compiled by Markit, but was still one of the weakest rates seen for over three years. The PMI is broadly
consistent with global GDP growing at an annual rate of just 1.5% (at market prices) compared with a long-run
average of 2.3%. Developed world growth continued to edge higher from February’s recent low, though remained
weaker than at any time seen since early-2013, while emerging markets returned to stagnation.

Global economic growth (GDP v PMI)

JPMorgan Global PMI Global GDP annual % change
6 — e 6.0%

4.0%

2.0%

0.0%

-2.0%

e PM| Output Index

7T 40%
2000 2002 2004 2006 2008 2010 2012 2014 2016

Developed v emerging markets
Markit PMI Qutput/Business Activity Index

Developed world

Emerging markets

35 T T T T T T
2006 2008 2010 2012 2014 2016

Charts show GDP-weighted PMI output indices covering both manufacturing and services.

Sources: JPMorgan, Markit, Thomson Reuters Datastream \ 2


https://www.markiteconomics.com/Survey/PressRelease.mvc/f8c5a6a511ad4db8b82320e434c9799a
https://www.markiteconomics.com/Survey/PressRelease.mvc/f8c5a6a511ad4db8b82320e434c9799a
https://www.markiteconomics.com/Survey/PressRelease.mvc/f8c5a6a511ad4db8b82320e434c9799a
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Developed world growth stuck in low gear at start of Q2

Despite lifting higher in April on the back of a stronger US performance, the PMI surveys are signalling sub-1%
annual developed world GDP growth at the start of Q2, remaining little higher than February’s near three-year low.
Both US and UK growth rates remained considerably weaker than seen throughout last year, hit in part by political
worries, and Japan slid deeper into decline. Subdued eurozone growth rounded off the disappointing picture, but

again masked winners and losers within the region.

Developed markets growth (GDP v PMI)
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All charts show PMI output indices covering manufacturing and services. \ 3

Sources: CIPS, Markit, Nikkei, Thomson Reuters Datastream
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US growth and hiring weaken in line with PMI signals

US economic growth slowed to an annualised rate of just 0.5% in Q1, corroborating Markit PMI surveys which have
been signalling a near-stagnation since February. Hiring also slowed, with non-farm payrolls up 160k in April, defying
expectations of a continuation of the ¢.200k gains seen in recent months but exactly in line with the PMI. The PMI
series show hiring having waned amid elevated levels of business uncertainty compared to last year, in many cases

linked to election worries. However, April PMI

US economic growth (GDP v PMI output)*

data signal a slight upturn in the pace of service sector growth.

US payrolls v PMI employment

US GDP, annualised q{q % change Markit US PMI Monthly change in non-farm payrolls (thousands) Markit PMI
500 60
5.0 62
56 250 ——— - A 55
\‘ 50
00 T T T T T T T ' T T Ll J 50 0 . T T T T T T
45
44 -250 —
40
50 38 -500
GDP Non-farm payrolls (adjusted for census 35
hiring)
. 32 -750 30
All-sector PMI {(manufacturing == \Markit PM| Employment Index (all
only pre-October 2009) sectors®)
-10.0 26 -1000 25
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2009 2010 2011 2012 2013 2014 2015 2016

pre-crisis PMI uses manufacturing data only.
GDP data smoothed using 7-month moving average.

Sources: Markit, U.S. Department of Commerce, U.S. Bureau of Labor Statistics \ 4


http://www.markit.com/Commentary/Get/28042016-Economics-US-official-data-corroborate-survey-signals-of-stalling-first-quarter-growth
http://www.markit.com/Commentary/Get/06052016-Economics-Waning-US-hiring-trend-adds-to-signs-of-second-quarter-economic-weakness
http://www.markit.com/Commentary/Get/26042016-Economics-US-flash-services-PMI-raises-hopes-of-faster-second-quarter-GDP-growth
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UK PMI surveys signal near-stalling of economy as Brexit worries mount

The UK PMI surveys recorded the weakest growth for over three years in April, in part as companies reported
hesitant or delayed spending decisions amid growing Brexit uncertainty and weak global demand. Having correctly
signalled a slowing in the pace of economic growth to 0.4% in Q1, the PMI points to a mere 0.1% growth rate at the
start of Q2. Manufacturing and construction growth stalled and services growth has slumped. The survey data have
moved down into territory typically associated with the Bank of England considering the need for more stimulus.
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* PMI shown above is a GDP weighted average of the survey output indices. \ 5
Sources: CIPS, Markit, ONS


http://www.markit.com/Commentary/Get/27042016-Economics-UK-economic-growth-slows-in-first-quarter-with-further-easing-likely-ahead
http://www.markit.com/Commentary/Get/05052016-Economics-UK-economy-near-stalling-as-PMI-signals-slowest-growth-for-over-three-years
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Eurozone remains in slow lane but confidence improves

The Eurozone PMI held steady at 53.0 in April, signalling ongoing modest economic growth of just 0.3%. While
official data signalled an upturn to 0.6% in Q1, the PMI suggests this impressive pace will prove temporary, buoyed
by a payback after a weaker than expected end to last year. However, Spain in particular continued to record a
robust pace of growth of approximately 0.8% in April with solid expansions of 0.4% signalled for both Germany and
Italy, all of which also saw business confidence improve, though France once again disappointed with stagnation.

Eurozone economic growth (GDP v PMI)*
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* PMI shown above is a GDP weighted average of the survey output indices. \ 6

Sources: Eurostat, Markit


http://www.markit.com/Commentary/Get/22042016-Economics-Eurozone-flash-PMI-dips-lower-at-start-of-second-quarter
http://www.markit.com/Commentary/Get/04052016-Economics-New-election-called-amid-signs-of-political-uncertainty-affecting-the-Spanish-economy
http://www.markit.com/Commentary/Get/22042016-Economics-Service-sector-helps-France-eke-out-marginal-growth-but-exports-slump-lower
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http://www.markit.com/Commentary/Get/04052016-Economics-Global-manufacturing-stagnates-at-start-of-second-quarter
http://www.markit.com/Commentary/Get/04052016-Economics-Global-manufacturing-stagnates-at-start-of-second-quarter
http://www.markit.com/Commentary/Get/04052016-Economics-Global-manufacturing-stagnates-at-start-of-second-quarter
http://www.markit.com/Commentary/Get/04052016-Economics-Global-manufacturing-stagnates-at-start-of-second-quarter
http://www.markit.com/Commentary/Get/04052016-Economics-Global-manufacturing-stagnates-at-start-of-second-quarter

Monthly economic overview

markit

Japan’s woes deepen as downturn gathers pace in April

Japan’s economic woes deepened at the start of Q2. The Nikkei PMI surveys signalled the steepest decline since
the sales tax hike of May 2014. Problems can be traced to the exchange rate, which has appreciated sharply despite
stimulus measures from the Bank of Japan, which included the surprise move to negative interest rates. The
appreciating yen has hit exports (the flash PMI showed the largest drop in export volumes since 2012), but service
sector activity also contracted for the first time in over a year in April.
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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/28042016-Economics-Bank-of-Japan-holds-off-from-further-stimulus-despite-economic-woes
http://www.markit.com/Commentary/Get/28042016-Economics-Bank-of-Japan-holds-off-from-further-stimulus-despite-economic-woes
http://www.markit.com/Commentary/Get/28042016-Economics-Bank-of-Japan-holds-off-from-further-stimulus-despite-economic-woes
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China sees growth momentum soften at start of Q2

The Caixin China PMI surveys signalled a weaker rate of growth than March’s 11-month high as a stagnating
manufacturing sector was accompanied by slower service sector expansion. Growth nevertheless remains well
above last year’s lows and inflows of new business rose for a second successive month. Employment remained the
biggest concern. Although the service sector saw a return to employment growth, factory job losses remained close
to an all-time high as firms scaled back excess capacity.

China economic growth (GDP v PMI)* China employment
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* PMI shown is a GDP weighted average of the survey output indices. \ 9
Sources: Caixin, Markit, Thomson Reuters Datastream.


https://www.markiteconomics.com/Survey/PressRelease.mvc/d04760c67a2e451aa347ab63e28a90ad
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Tentative signs of improvement in emerging markets

Russia’s economy expanded at the quickest rate for 11 months in April, suggesting the country may be on course to
return to growth in Q2. Although Russian manufacturers reported the steepest downturn since 2009, service sector
growth hit a three-year high. India also continued to expand, albeit with the rate of growth in the Nikkei PMI surveys
easing compared to March’s three-year peak. Brazil, in contrast, saw one of the sharpest downturns yet recorded.
The central bank nevertheless held interest rates steady in its fight against inflation.
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PMI series shown above are a GDP weighted average of the survey output indices. \ 10
Sources: Markit, Nikkei, Thomson Reuters Datastream


https://www.markiteconomics.com/Survey/PressRelease.mvc/7e31a0659057407a908d31ab0ff99d0f
https://www.markiteconomics.com/Survey/PressRelease.mvc/7e31a0659057407a908d31ab0ff99d0f
https://www.markiteconomics.com/Survey/PressRelease.mvc/7e31a0659057407a908d31ab0ff99d0f
https://www.markiteconomics.com/Survey/PressRelease.mvc/7e31a0659057407a908d31ab0ff99d0f
https://www.markiteconomics.com/Survey/PressRelease.mvc/a38148a5e5b44c18a561143cc88b98ef
http://www.markit.com/Commentary/Get/28042016-Economics-Brazil-s-central-bank-refrains-from-loosening-policy-amid-strong-inflation
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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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