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Steady manufacturing growth masks wide variations in performance

B Global PMlunmoved at 52.2 in October

®m USreports robust growth, but has seen rate of
expansion slow in recent months

B Eurozone and emerging markets remain drags
on global growth, with former hitting the UK

Steady growth was reported by the world’s goods-
producing companies in October, but conditions varied
markedly across the globe. Although the US has seen
growth move down a gear in recent months, it remains
an important bright spot in an otherwise generally
lacklustre picture.

The JPMorgan Global Manufacturing PMI™ compiled
by Markit from its surveys*, recorded 52.2 in October,
unchanged on September’s four-month low but slightly
below the third quarter average of 52.4.

The latest reading signalled an ongoing steady but
unspectacular pace of manufacturing expansion at the
start of the fourth quarter, with the survey broadly
consistent with worldwide factory output growing at an
annual rate of 4%.

Key areas of weakness are the emerging markets and
the eurozone, although the frailty of the latter is by no
means ubiquitous, as highlighted by Austria slumping
to the bottom of the PMI rankings in October while
Ireland leapt to the top spot.

Eurozone and emerging market woes

The overall steady pace of expansion masks worrying
weakness in many regions, however, notably the
Eurozone and many emerging markets. The Eurozone
Manufacturing PMI signalled near-stagnation for a third
month running in October, with the emerging markets
faring little better. The Markit-produced HSBC PMI
surveys for China and Russia both likewise barely
registered any improvement in business conditions.
Meanwhile, only modest growth was seen in India and
Brazil saw the business situation deteriorate for the
sixth time in the past seven months.

Of the seven countries which registered PMI readings
below 50, signalling a deterioration of manufacturing
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conditions, four were eurozone members, highlighting
the ongoing plight of the single-currency area. Austria
saw the steepest downturn of all countries surveyed,
with its PMI down to a two-year low, followed by
France. Greece and Italy also saw deteriorating
business conditions. The other countries with sub-50
PMI readings were all emerging markets: Brazil, South
Korea and Indonesia.

UK hit by eurozone weakness

The October data showed the overall weakness of
demand in the Eurozone having an increasingly
detrimental impact on other countries. Most clear was
the effect on the UK, for which the euro area typically
accounts for around 40% of its export trade. Although
the Markit/CIPS PMI rose to a three-month high, the

index remains well below levels seen earlier in the year.

The downwards gear shift can be linked to export
orders falling for a second successive month, dropping
at the fastest rate since January 2013.

Irelands tops PMI ranking

The woe was by no means evenly spread across the
eurozone, however, as clearly illustrated by Ireland
rising to the top of the manufacturing PMI league table.

The Netherlands and Spain were also notable in
breaking the malaise typifying the euro area, while
Germany’s PMI also pulled back above 50, having
signalled a deterioration for the first time in 15 months
in September.

US shows ongoing resilience

The ascent of Ireland to the top of the PMI rankings
knocked the US off the head of the table. However,
although Markit's US Manufacturing PMI fell to a three-
month low, the US recorded the second-strongest
pace of expansion of the countries monitored. This
ongoing robust performance provides the first
indication that the US is set for another quarter of solid
economic growth in Q4, and the combination of a
buoyant domestic economy and cheap energy
continued to help shelter US producers from the
weakness of demand in the euro area and emerging
markets as a whole.

Ray of hope in Japan

Finally, this release of the global PMI includes the flash
PMI data for Japan (final data to be released on 4
November). The flash results showed manufacturing
conditions improving at the fastest rate for seven
months, suggesting the goods-producing sector is
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enjoying a modest bounce-back after being hit by
April’s sales tax rise.

Developed world PMI surveys
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Emerging market PMI surveys
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Click here for more PMI and economic commentary.
For further information, please visit www.markit.com
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