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US enjoys strong first quarter, but flash PMI shows growth fading in April

® GDP grows faster than expected in first quarter

B |HS Markit PMI indicated solid growth in opening
months of year, but hints at second quarter
slowdown

The US economy grew faster than economists expected in
the first quarter, but a robust pace of expansion had been
signalled ahead by the PMI business surveys. The latter
nevertheless suggest the pace of growth has weakened
markedly at the start of the second quarter, according to the
preliminary ‘flash’ estimate.

The first official estimate of gross domestic product showed
the economy picking up speed in the opening three months
of 2019, with GDP rising at an annualised rate of 3.2% after
a 2.2% rise in the fourth quarter of 2018. Economists polled
by Reuters had expected growth of just 2.0%. However, PMI
survey data from IHS Markit had pointed to growth of 2.5%,
warning that first quarter growth could come in higher than
analysts were generally expecting.

With a few exceptions, such as residual seasonality which
appears to persist in years prior to 2015 (see highlighted
data in chart), the survey data have a strong track record of
accurately anticipating GDP data and regularly beat the
consensus.

We use a simple linear regression model to nowcast GDP,
using quarterly averages of the output and new orders
indices from the composite PMI (a weighted index from the
manufacturing and services surveys). The regression has an
adjusted r-square of 0.75 when the highlighted GDP outliers
are excluded and indicates that the rate of economic growth
has slowed to 1.8% at the start of the second quarter.

A slower overall increase in output in April was driven by
widespread reports of softer demand conditions, with new
order growth easing for the second month running in April to
the weakest for two years.

A major contrast in April to the first quarter was a marked
slowing of growth in the service sector, highlighting how a
factory-led slowdown has now spread. The flash services
PMI business activity index fell to its lowest since March
2017.

The manufacturing PMI's output index is meanwhile
indicative of a downturn in factory production continuing into
April, albeit with the rate of decline moderating slightly.

Chart 1: IHS Markit US PMI and GDP
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Chart 2: IHS Markit US output indices
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Further reports:
= Analysis of the April flash US PMI surveys

= Falling US manufacturing output confirmed by official
data

= |HS Markit US PMI signals greatest pressure on
corporate earnings since 2016

= Using the PMI to nowcast US GDP

For more information contact economics@ihsmarkit.com.
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Click here for more PMI and economic commentary.
For further information, please visit www.ihsmarkit.com

The intellectual property rights to the US Manufacturing PMI™ provided
herein are owned by or licensed to IHS Markit. Any unauthorised use,
including but not limited to copying, distributing, transmitting or
otherwise of any data appearing is not permitted without IHS Markit’'s
prior consent. IHS Markit shall not have any liability, duty or obligation
for or relating to the content or information (“data”) contained herein,
any errors, inaccuracies, omissions or delays in the data, or for any
actions taken in reliance thereon. In no event shall IHS Markit be liable
for any special, incidental, or consequential damages, arising out of the
use of the data. Purchasing Managers' Index™ and PMI™ are either
registered trade marks of Markit Economics Limited or licensed to Markit
Economics Ltd. IHS Markit is a registered trademark of IHS Markit Ltd.
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