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Global PMI slides to 16-month low in broad-based slowdown

® Global PMI signals weakest economic growth rate
since November 2016

® Broad-based slowdown among major countries

B Eurozone sees strongest growth, though US closes
the gap

B Price pressures remain close to seven-year high

Global economic growth slowed sharply to the weakest
for over a year in March, according to the latest PMI
surveys. Although some of the slowdown may prove
temporary, the broad-based nature of the weakening
suggests growth has peaked. Price pressures
meanwhile remained elevated, in part due to supply
constraints giving pricing power to sellers.

PMI shows largest slide for two years

The headline JPMorgan Global Composite PMI Output
Index, compiled by IHS Markit, fell for the first time in
six months in March, down sharply from 54.8 in
February to a 16-month low of 53.3. The 1.5 index
point drop was the steepest seen for two years.

To put the decline in context, while the February PMI
reading was consistent with global GDP rising at an
annual rate of 3.0% (at market exchange rates), the
March reading is indicative of 2.5% growth.

Marked slowdowns were seen in both manufacturing
and services, though the latter saw the steeper slide.

Growth of new business likewise slowed, albeit down
only to a five-month low, with backlogs of work also
rising to a weaker extent to register the smallest
accumulation of uncompleted work for six months.

Employment growth remained more resilient, easing
only marginally from the decade-high rates seen in
prior months to suggest that firms continued to focus
on expanding capacity to meet rising demand.

Encouragingly, future expectations remained elevated
by historical standards, down from peaks seen in the
first two months of the year but above the average
seen in 2017 and well above the 2016 average.
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Global PMI employment and order books
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Global PMI price indices
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The sustained solid employment growth and elevated
level of business optimism suggest that firms are
generally not expecting the March slowdown to be the
start of a further marked weakening in economic
growth and demand. In some countries, notably the
eurozone, UK and in some US states, bad weather
was reported to have adversely affected business
conditions, suggesting some of the weakness could
prove temporary. In other cases, notably
manufacturing, supply chain constraints limited firms’
ability to expand capacity at rates seen in prior months.
Incidences were also reported of skill shortages
limiting growth.

Strong, though easing, price pressures

Global input costs meanwhile rose sharply again on
average, albeit with the rate of increase easing to a
five-month low. The weaker rate of cost inflation took
some pressure off selling prices, which showed the
smallest increase for three months. However, the
overall rate of selling price inflation remained one of
the highest seen over the past seven years.

Broad-based developed world slowdown

Growth slowed sharply in the developed world, down
to a one-and-a-half year low. Weaker rates of
expansion were seen in all four of the largest
developed economies. While the eurozone continued
to lead the upturn, the gap has narrowed markedly with
the US, albeit with both recording solid rates of
expansions commensurate with first quarter GDP
rising by approximately 0.6% and 0.5% respectively. A
substantially slower rate of growth was signalled in the
UK, pointing to a first quarter GDP rise of 0.3%.
Japan’s upturn also lost momentum, with the Nikkei
composite PMI down to a 17-month low.

India bucks emerging market slowdown

Emerging market growth meanwhile cooled further
from January’s peak, though continued to run at one of
the highest rates seen over the past five years. Russia,
China and Brazil all reported slower rates of expansion,
though India bucked the trend, albeit still registering
the weakest growth of the four largest emerging
market economies.
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Click here for more PMI and economic commentary.
For further information, please visit www.ihsmarkit.com
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