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Global manufacturing output growth slows, underpinned by weak consumer

demand

® Consumer goods output growth slows to joint
35-month low contributing to weaker expansion
in global manufacturing

B Financial services activity boosts global
services output

B Manufacturing cost inflationary pressures re-
emerge

Global economic growth picked up slightly at the start
of the second quarter of 2016, but was still one of the
weakest seen over the past three vyears. The
JPMorgan Global PMI™ sector data indicate that
services firms were the main drivers of higher global
output, as manufacturers reported the second-slowest
expansion seen in nearly three-and-a-half years.

The launch of new economic indices allows deeper
macro insights, with the creation of three sub-sectors
for both the manufacturing and service sectors. The
three new manufacturing indices include consumer
goods, investment goods and intermediate goods.
Business services, consumer services and financial
services make up the overall services economy.

Five of the six monitored sub-sectors indicated output
growth in April, with the exception being a stagnation
at investment goods producers.

Also contributing to the weakness in the manufacturing
sector was consumer goods, which saw the joint
slowest expansion in nearly three years. In contrast,
global services activity increased at a quicker pace,
with growth in the financial services sub-sector
boosting overall activity. Despite this, the services
expansion was softer than those seen over 2015.

Consumer goods output growth slows

After having signalled a slight upturn at the end of the
first quarter, PMI data showed that manufacturing
production had eased in April to the second-weakest
since November 2012.

This reflected growth easing at both consumer and
intermediate goods, with the former sub-sector in
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particular indicating the joint-slowest expansion in 35
months. This suggests weak customer demand and
subdued confidence in the sub-sector, as new orders
rose at the softest rate since October 2013 and
employment levels dropped.

Moreover, a stagnation in output at capital goods
producers raised further doubts about confidence at
global manufacturers. With new orders for investment
goods falling for the second time in three months,
companies appear uncertain about the long-term
outlook.

Manufacturing costs pressures re-emerge

Cost inflationary pressures re-emerged at global
manufacturers for the first time in eight months during
April. All three sub-sectors signalled higher input prices,
with intermediate goods producers indicating the first
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increase since July last year. Greater cost burdens at
intermediate goods can be linked to the recent
improvement in oil prices.

As a result of higher cost burdens, global
manufacturing charges rose for the first time since
June last year, with both the consumer and
intermediate sub-sectors signalling increases. In fact,
intermediate goods producers noted greater selling
prices for the first time in ten months, suggesting that
the trend towards higher producer prices may pick up
in coming months.
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Financial services activity growth
accelerates

Output at financial services (one of the three sub-
sectors of services) increased at the sharpest rate in
2016 so far, outstripping growth in the other two sub-
sectors. Consequently, overall global services activity
rose at a slightly quicker rate, although remained
below the long-run series average. Financial services
firms, however, hired workers at the slowest rate since
July 2014, suggesting confidence within the sector
remains relatively subdued.

Further information

Further information on how to access the new
J.P.Morgan PMI indices can be obtained by contacting
economics@markit.com.
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