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Global economy gains momentum but sentiment grows gloomier

The pace of global economic growth picked up again in March from a near two-and-a-half year low seen at the start of the year, but
remained among the weakest since 2016. At 52.8 in March compared to 52.6 in February, the JPMorgan Global PMI, compiled by IHS
Markit, rose for a second successive month to signal the strongest expansion of global output since November. The first quarter
average PMI reading is indicative of worldwide GDP rising at an annual pace of just over 2% (at market prices).

Business sentiment meanwhile sank lower, however, casting doubt over whether the current improvement in growth momentum can
be sustained. The current level of business confidence is now one of the lowest seen since comparable data were first available in
2012, down to the joint-lowest since June 2016. Furthermore, inflows of new business continued to run at one of the slowest rates
seen for two-and-a-half years, contributing to a stagnation of backlogs of work and leading to a slowdown in the overall pace of hiring.
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Global economy increasingly reliant on services

The survey data also revealed a widening of growth trends by sector, with the global economy increasingly reliant on services to
sustain expansion. Manufacturing output growth almost stalled, while service sector growth accelerated to the joint-fastest in eight
months. The resulting gap between the two sectors was the widest since August 2015 and among the biggest seen over the past

decade.

The weakness of global trade remained a key drag on demand growth and an area of additional concern for the outlook. Worldwide
exports of goods and services fell for a fourth straight month, with the rate of decline the steepest since May 2016, led by an increased

loss of goods exports.
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Global PMI new export orders (goods)

Global Manufacturing PMI, new export orders Global trade volumes, 3m/3m % change
60 6
4
95
2
50 0
45 2
-4
40 5
e (Global PMI New Export Orders
35 -8
=== \lerchandise volumes, 3m/3m % 10
30 change
-12
25 -14

2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

Sources: IHS Markit, CPB Wortld Trade Monitor.



S |[HS Markit

Manufacturing PMI order book trend weakest since 2012
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Key sectors remain in steep decline
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US outperforms, emerging markets show signs of improvement

Composite PMIs indicated that overall emerging market growth hit PMI Output/Business Activity Index
the fastest since February of last year, pushing the headline PMI 0o
above that of the developed world for the first time in six years. A 60
weakening manufacturing trend led the overall pace of developed / \N\V\“ » M
world growth down to the second-slowest since September 2016. 25 V & """""""""""""""" 3 o NN
The United States continued to lead the developed world after a VANTWE IS Y
solid service sector performance. The Eurozone PMI meanwhile 45
indicated one of the most lethargic rates of growth since 2014, and —_—UK Eurozone
even worse performances were seen in the UK and Japan. 40
us Japan

: . . 35
Robust expansions were seen in all four largest emerging markets, }
with growth accelerating in China, Brazil and Russia. 30 : , : : :

2009 2011 2013 2015 2017 2019

Global PMI Output/Business Activity Index
PMI Qutput/Business Activity Index

65

h ! 60

55

50

45 1

India

e China

40 |

= Developed world Russia

Brazil

35

Emerging markets

30 r T T T T T
. . . 2009 2011 2013 2015 2017 2019

35 T T T T T T
‘06 ‘07 08 'O 10 M1 M2 M3 M4 M5 M6 7 M8 M9 Sources: IHS Markit, CIPS, Caixin, Nikkei.
© 2019 IHS Markit. All Rights Reserved. NB. All data refer to a GDP-weighted average of the PMI survey manufacturing and services indices.




IHS Markit

US PMI shows solid Q1 but business optimism hits 2% year low

The United States continued to enjoy solid growth in March after another strong service sector performance helped offset a deteriorating
trend in manufacturing. For the first quarter as a whole, the IHS Markit PMI surveys are consistent with the US economy growing at an

annualised rate of approximately 2-2.5%. The gap between the robust service sector and struggling manufacturing sector has opened
up, however, to one of the largest on record. Moreover, inflows of new work have moderated markedly compared to this time last year,
as manufacturing weakness showed signs of spreading to the service sector. Business optimism about the year ahead has also slipped
to the lowest for two-and-a-half years, posing downside risks to growth in coming months.

Hiring has already been hit by the drop in business sentiment and weakened inflows of new work, easing to the lowest since mid-2017,
albeit still indicating non-farm payroll growth of around 165,000, matching similar recent resilient official non-farm payroll data.
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US PMI sector output
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Eurozone PMI signals increased recession risk

The eurozone PMI indicated a sluggish end to Q1, with growth ebbing to one of the most lethargic rates seen since 2014. The slowdown
was led by a deepening downturn in manufacturing, where output fell at the sharpest rate for almost six years. The service sector
managed to sustain a relatively resilient rate of growth but has also lost momentum in recent months.

While the PMI remains consistent with GDP rising by 0.2% in Q1, the overall pace of economic growth will likely weaken in the second
quarter as the manufacturing sector’'s malaise spreads to the service sector. In this respect, with forward-looking indicators from the
manufacturing sector suggesting goods production will fall further in coming months, downside risk to the outlook have intensified.

Of the largest euro countries, growth was led by Spain. However, the surveys indicate that both France and Italy may have contracted
slightly in Q1.
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UK economy stalls, with downturn risks intensifying

Disappointing PMI surveys indicated that the UK economy stalled over the first quarter as a whole and is at risk of sliding into a
deepening downturn in coming months. The deterioration was led by a renewed decline in service sector activity, alongside a second
monthly drop in construction output. Only manufacturing recorded any growth, and even here the survey indicated that pre-Brexit
stockpiling drove the increase in production, meaning growth could fall in coming months as stockpiling activity subsides.

A third successive monthly decline in new orders added to the gloomy near-term outlook. Measured over the first quarter as a whole,
the fall in new orders was the steepest since the second quarter of 2009.

The overall rate of job creation remained among the lowest since 2012, highlighting widespread caution among companies in respect
to hiring amid the increasingly uncertain business outlook. Recruitment agencies reported an even steeper labour market weakening.
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Japan’s PMI surveys point to economy near stagnation

In Japan, the Nikkei PMI surveys indicated only marginal growth, with March’s headline reading the lowest since September 2016.
The average PMI reading for the first quarter has been the weakest since the third quarter of 2016 and is consistent with the
Japanese economy growing at an annual rate of less than 1%.

A deteriorating export picture contributed to the Japanese manufacturing economy suffering its worst decline in production for 34
months during March. The growth slowdown shows few signs of letting up, with a further decline in Japan’s new export business
marking the fourth consecutive monthly drop in overseas sales. In contrast, growth in the service sector remained well above its long-
run average, resulting in one of the largest gaps between manufacturing and service sector growth rates on record.
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https://ihsmarkit.com/research-analysis/japan-pmi-surveys-suggest-economy-near-stagnation-amid-manufacturing-downturn.html

China PMI surveys signal strongest upturn since mid-2018

Business conditions across the Chinese economy improved at the fastest rate for nine months during March, according to the latest
Caixin PMI surveys, providing evidence to suggest that recent fiscal support measures are beginning to work. The Caixin China
Composite PMI (which covers both manufacturing and services), compiled by IHS Markit, indicated one of the largest increases in
output since mid-2014. The strongest growth in manufacturing output for seven months was accompanied by a surge in service sector
business activity, which registered its largest gain in just over a year.

The stronger upturn fed through to the labour market. Employment across the two sectors rose for the first time in just over a year.
Notably, factory job creation was reported for the first time in six years. Further expansions of business activity and employment look
likely in April as overall inflows of new orders increased at the fastest pace since February last year.
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India, Brazil and Russia report robust expansions

Looking at the other largest emerging markets, growth accelerated in Brazil and Russia on the back of robust expansions in both
services and manufacturing, the latter gaining momentum in both cases. Brazil’s resulting expansion was notable in being the joint-
sharpest since January 2013. The surveys suggest that both Brazil and Russia are growing at an annualised rate of approximately
4%.

In contrast, India saw growth moderate to its weakest since September. However, the rate of expansion remained robust by recent
standards, especially in manufacturing, rounding off a full-house of solid expansion in all four largest emerging markets.
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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 IHS Markit 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 IHS Markit. Neither IHS 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.

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