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Flash PMI at eight-month low, signals stalling manufacturing sector

® Nikkei Flash Japan Manufacturing PMI down
to 50.2 in February

® Order books wane as exports suffer largest
fall in three years

® Hiring slows amid uncertain outlook

® Prices charged fall as firms pass on lower
costs to customers

Japanese manufacturers reported a near-stalling of
business activity in February, according to the Nikkei
Flash Japan Manufacturing PMI, with production barely
rising as export orders fell at the fastest rate for three
years.

The survey also showed job creation waning markedly
in the goods-producing sector, suggesting companies
have become more pessimistic about the outlook.
Factory prices meanwhile fell at a faster rate as firms
sought to support sales by discounting.

The downturn bodes ill for Japan’s wider economy in
the first quarter, suggesting manufacturing will have
acted as a drag and raising the possibility of another
slide back into recession.

Here are five key charts from the February flash PMI
survey:

1. Manufacturing activity stalls
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The Nikkei Manufacturing PMI fell from 52.3 in
January to 50.2 in February, signalling a near-
stalling of the goods-producing sector. The reading

was the lowest since June of last year and heralded
the second successive monthly slowing of the
manufacturing economy, according to the ‘flash’
reading.

The PMI provides an advance indication of the
health of the economy, tending to move ahead of
other surveys such as the Bank of Japan’s Tankan.

. Production decline signalled
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The headline PMI is a composite indictor derived
from survey questions on output, new orders,
employment, inventories and suppliers’ delivery
times. The Output Index (shown above, tracked
against comparable official data) hit a ten-month
low and the survey’s current reading is consistent
with the official quarterly growth rate moving into
decline.

. Orders books deteriorate
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The PMI New Export Orders Index fell to its lowest
level since February 2013, dropping below the 50.0
neutral threshold to signal the largest monthly
downturn in export volumes for three years. The
survey highlights how weak overseas demand and
the strength of the yen — up 5% since the start of
the year — have hurt exporters.

Although the domestic market provided some
support to demand, overall new orders fell
marginally in February as a result of the export
decline. The drop in total new work was the first
seen since last June.

4. Hiring slows
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Having shown encouragingly robust growth in the
four months to January, the PMI survey's
Employment Index fell markedly to a five-month low,
down to a level consistent with declining official
payroll numbers. The survey indicates that the
combination of weak demand and an uncertain
outlook has prompted firms to review their need for
extra staff, preferring instead to focus on boosting
productivity.

. Input prices fall again due to oil and FX impact
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Input costs fell for a second successive month in
February, indicating the strongest period of input
price deflation since 2012. The combined effect of
lower oil prices and the stronger yen reduced the
cost of firms’ purchases. Selling prices showed one
of the steepest monthly declines seen over the past
three years as manufacturers passed the lower
costs onto customers in order to help support sales.

Email economics@markit.com for access to the
data.
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