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Global growth slows, but indicators hint at brighter outlook

A The global economy saw growth ease slightly for a second successive month in July but nevertheless enjoyed a solid start
to Q3, accordingto PMI data. The headline JPMorgan ~ PMIE , compiled by IHS Markit, slipped from 53.7 in Juneto 53.5in
July, its lowest  since December. While the PMI hints at a mild slowing in the rate of economic growth, the level remains
consistent with  global GDP rising at an annual rate of just under 2.5%, only slightly below that seen on average over the
course of the first half of 2017.

A Some of the survey sub -indices suggest that growth could pick up again in August. Inflows of new business showed the
largest rise since January and one of the biggest gains seen for almost three years, and employment growth picked up to
reach a 37-month high
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Developed world job creation hits near -ten year high

A Beneath the headline numbers, the data showed growth again being driven by the developed world. The Developed
Markets PMI edged down from 54.5 to 54.4, but continued to run at one of the highest levels seen over the past two
years. The Emerging Markets PMI meanwhile fell from 51.5 to 51.4, its lowest since last September, indicating that the

underperformance of the emerging markets relative to the developed world remained the widest since January 2016 .
A Future expectations dipped in both the developed and emerging markets, albeit merely down to a four -month low in the
former while the latter saw sentiment drop to its weakest for one -and -a- half years. Employment trends also diverged,
with emerging market payroll numbers falling slightly while jobs growth in the developed world rose to its highest since
October 2007.
Developed v emerging market output Developed v emerging market employment
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US closes gap with

eurozone , India slumps

A Although the Eurozone PMI signalled slightly softer growth for a second successive month in July, the region

outperformed its peers for a sixth straight month.

strongest expansionsince January. The

A The big news in the emerging markets was the Nikkei India PMI hitting a post
sales tax . July also brought disappointing news on Russia, where the PMI
suggesting that the brief return to growth

remained in contraction,

wherethe Caixin PMI surveys picked

Major developed markets*

PMI Output/Business Activity Index
85 e

- EUrozone
sy — us
— Japan

30 I T T T T T T
2009 2010 2011 2012 2014 2015 2016

Source: IHS  Markit, CIPS, Nikkei.

© 2017 IHS Markit. All Rights Reserved.

The US PMI closed the gap with the
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Eurozone nations lead manufacturing rankings

A PMI data showed worldwide manufacturers reporting

sustained improvement in business conditions in July,
with output growth slipping lower for a fourth successive

month.

A Growth was once

struggled. Six of the top ten performing manufacturing

economies were

of which were found in Asia. India and Malaysia saw the

sharpest declines, the former hit by the

Manufacturing output, yiy %

a

albeit

again led by European countries as Asia

new sales tax.

found inthe eurozone . Only six of the 29
countries saw manufacturing business conditions decline, all
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Eurozone PMI signals sustained (but slower) broad -based upturn

A The Eurozone PMI indicated a slight cooling in the pace of growth in July, but still painted an upbeat picture. The elevated

PMI reading puts the  eurozone economy on course for another strong quarter, the data being historically consistent with a
very respectable 0.6% guarterly increase  in GDP.

A Of the four largest euro members, only Italy saw faster growth in July, pushing the PMI into territory indicating 0.5 %
guarterly GDP growth. Spain nevertheless continued to record the strongest overall expansion, with the PMI indicative of
0.9% growth. The slowdown in Germany meant it registered the weakest increase in activity of the four largest euro
countries for the first time in over 12 years, though the current PMI  reading still points to a 0.4 -0.5% GDP growth rate. A
loss of momentum in France also pushes the PMI down to a level broadly consistent with 0.4 -0.5% GDP growth .
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US starts Q3 on stronger footing

A The US PMI surveys showed growth accelerating for the fourth consecutive month, meaningthe  economy started Q3 with
the strongest momentum since January. An upturn in service sector activity came on the heels of news of faster
manufacturing growth . At current levels, the surveys are indicative of GDP rising at an annualised rate of approximately

2%, but an upturn in new business suggests Q3 as a whole could be even stronger. Inflows of new business inthe vast
service sector rose  at the fastest rate for two years.

A Hiring meanwhile remains encouragingly buoyant, with  the July PMI surveys  correctly indicating  a payroll rise  above
200,000. Firms retained a strong hiring  appetite in response to widespread optimism of  future growth and the need to deal
with rising backlogs of existing orders, underscoring the current  positive mood in the business sector

US economic growth* US new orders and jobs*
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