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Week Ahead Economic Preview

B Flash PMI surveys for the US, Eurozone and Japan
B ECB monetary policy meeting
B US, France and South Korea GDP updates

The release of flash PMI data for July will add clues as
to global economic growth trends as we move into the
second half of 2018, and will be scrutinised in
particular for signs of any adverse effects from
escalating tariffs and trade wars. The June data
showed US and Japanese exports falling into decline,
with euro area export growth having meanwhile slowed
sharply compared to earlier in the year.

The week also sees the ECB’s monetary policy
meeting and second quarter GDP releases in the US,
France and South Korea.

US GDP and tariff impact under scrutiny

Second quarter GDP numbers are expected to show
the US economy gaining momentum after the 2.2%
annualised rate seen in the opening three months of
the year. Recent nowcast models point to an increase
in the region of 5%. However, the backward-looking
GDP numbers will need to be viewed alongside
forward-looking survey flash PMI survey data for July
for a fuller picture of growth, hiring and price trends.

The IHS Markit PMI surveys showed US growth
perking up in the second quarter thanks to a robust
service sector and solid domestic demand. But the
surveys also showed price pressures rising sharply
amid tariff pressures and record supply chain delays.
Furthermore, around one-in-three US manufacturers
listed either tariffs or rising prices as key threats to
their business over the coming year, with supply
concerns also widely reported.

Q3 growth hints from Eurozone PMI

With the ECB’s governing council meeting to discuss
monetary policy during the week, the flash PMI will
provide important insight into the health of the
eurozone economy at the start of the third quarter. The
ECB head Mario Draghi has expressed confidence in
the region’s upturn and gradual strengthening of
inflationary pressures, but also cautioned about the
adverse impact of intensifying trade wars.

US GDP growth looks to have accelerated in Q2
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Eurozone PMI will be eyed for ECB policy signals

IHS Markit Eurozone PMI, 50 = no change ECB policy rate change, m/m, basis points
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Flash PMI export data will give trade war impact clues

IHS Markit Manufactuiing PMI New Export Orders, 50 = no change on prior month
65

——Eurozone Japan us
60 A

) I\ A \ A
N v f Il"'\.. /|

o Lt
U v Wr‘

&

35—

30 MJ T T T T T T T T T
Jan08 Jan09 Jan10 Jan11 Jan12 Jan13 Jan14 Jan15 Jan16 Jan17 Jan 18

Source: |HS Markit

Continued...


https://ihsmarkit.com/research-analysis/official-data-confirm-solid-second-quarter-for-us-manufacturing-19-07-18.html
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Drahgi’s caution comes after somewhat mixed signals
from the June surveys. Although an uptick in the
Composite PMI from 54.1 in May to 54.9 in June
ended a solid second quarter, with the surveys
commensurate with GDP rising 0.5%, the June reading
represented the second-weakest expansion seen over
the past 17 months. Business expectations about
output in the year ahead were also found to have been
running at a one-and-a-half year low.

Manufacturing is looking especially prone to a further
slowdown in coming months, with euro area producers
citing trade worries and political uncertainty as their
biggest concerns. Sentiment about the year ahead in

the factory sector sunk in June to its lowest since 2015.

Japan’s outlook clouded by export fall

In Japan, the Nikkei PMI surveys provided evidence to
support the view that a contraction of GDP in the first
quarter will have been temporary, but waning export
growth remains a key threat to the outlook. The July
flash PMI will add colour to how manufacturers and
exporters are faring at the start of the third quarter. The
government will be especially keen to see the
economy holding up ahead of a planned sales tax rise
next year.

South Korean economy to pick up speed

South Korea is releasing second quarter GDP figures
next week. IHS Markit expects annual GDP growth to
pick up slightly to around 3%, from 2.8% in the opening
quarter of 2018. However, growth in the second half of
this year may slow as the government raised concerns
about the negative impact of steep minimum wage
hikes and global trade tensions on growth, and
lowered its full-year GDP forecast slightly from 3% to
2.9%. Nikkei South Korea manufacturing PMI signalled
lower employment in the second quarter, with
panellists citing higher minimum wages as a key
reason for the reduction. Dimmer labour market
prospects could dampen private consumption, thereby
hurting economic activity in coming months.

Monday 23 July
Euro area consumer confidence (flash, Jul)

US existing home sales (Jun)

Tuesday 24 July

IHS Markit Flash PMI surveys for Japan, US, Eurozone,
Germany and France

Wednesday 25 July

South Korea consumer confidence (Jul)
New Zealand trade (Jun)

Australia inflation (Q2)

Germany IFO surveys (Jul)

Brazil consumer confidence (Jul)

US new home sales (Jun)

Thursday 26 July

South Korea GDP (flash, Q2)

Hong Kong trade (Jun)

Germany consumer confidence (Aug)
France and Italy consumer confidence (Jul)
ECB monetary policy decision

US goods trade balance (flash, Jun)

US durable goods orders and wholesale inventories
(Jun)

US Kansas Fed Manufacturing Index (Jul)

Friday 27 July

China industrial profits (YTD, Jun)
France GDP (flash, Q2)

UK nationwide housing prices (Jul)
Russia monetary policy decision
US GDP and PCE prices (adv, Q2)

US Michigan consumer surveys (Jul)
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