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Global growth renews in February amid service sector improvements

Monthly summary

The global economy saw a turnaround in February as activity rose for the first time in seven
months, concluding the sequence of downturn. Service sector improvements, particularly in
the consumer sector, coupled with a renewed global manufacturing production expansion,
underpinned the latest positive change in global PMI readings.

The J.P.Morgan Global Composite Global PMI vs. GDP
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recorded and supported by expansions

in major developed economies, including a return to expansion for the US. Mainland China’s
services activity meanwhile continued to improve following the easing of COVID-19
restrictions, posting the steepest increase since last August.

Concurrently, the global manufacturing sector saw its first expansion of output in seven
months, supported primarily by upticks in Asian production. The easing of supply chain
constraints and China’s reopening were also linked to renewed growth in manufacturing
output in February, and also helped further reduce global raw material price pressures.

Finally, business confidence rose alongside the better PMI indications, owing to brighter
prospects, diminished recession fears, better supply conditions and signs of inflation peaking.
That said, still-elevated price pressures and tight labour market conditions remain outstanding
issues to consider going deeper into 2023.

In short, our key takeaways from the February PMI are:

1) Global recession risks have further eased based on the latest February indications while
improved optimism bodes well for near-term global economic performance.

2) Supply chain pressures have moderated, which in turn fueled a slowdown in input cost
inflation for global businesses, although output price inflation inched higher due to quicker
increases in services charges.

3) The revival of economic growth alongside the still-elevated price inflation may put
pressure on central bankers to further act, a development which could dampen
confidence and demand.
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Regional comparisons

S&P Global Composite PMI regional comparisons

S&P Global PMI (Purchasing Managers' Index) Output Index
Diffusion index (50 = no change on prior month)
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The Good, the Bad, and the Ugly | Key PMI developments

The Good: Reduced recession risks

Global PMI output by sector
Future output expectations

Global PMI Index, 50 = no change on prior month
v P Compasie PMI expected future output index, standard dewiations. from mean
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—  While January’s PMI data, including the JPMorgan Global Composite PMI print of 50.0,
provided some relief for recession watchers, the further-improved February numbers
injected greater confidence that the risk of recession has reduced.

— This was primarily supported by services outperformance in February, including a
renewal in demand growth for global services at the joint-fastest pace since last May.
The manufacturing sector also fared better amid a renewal in production growth,
although new orders for goods remained in decline, albeit at a milder rate of loss.

— This supported an improvement in confidence among global private sector firms as the
Future Output Index rose to highest in a year to indicate stronger optimism about
business activity in the next 12-months, painting a positive picture for near-term global
economic conditions. [Link]
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- The Bad: Still-elevated inflation
Global PMI prices index vs. CPl inflation
Global CPI, annual % change PMI Prices Index
. 74

Global Consumer Price Index, annual % change 68
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Alongside the improvement global output in February was an easing of supply

constraints, which supported falling price pressures. That said, the level of input price
inflation remains historically elevated and has shown signs of stalling of late, buoyed in
part by rising staff costs, which puts into question whether the easing inflation trend can

sustain deeper into 2023.

Signs of demand revival, primarily in the service sector presently, also call into question

the effectiveness of tightening monetary policy in holding down demand to address
prices. In other words, the risks of higher-for-longer rates is considerable and further

tightening is not out of the question.

The Ugly: Labour market caution

Global hiring and operating capacity

Employment index
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A key source of price pressure remains that of wages. The latest upturn in global

economic conditions had been further accompanied by improvements in global
employment conditions. Jobs growth posted the fastest increase in six months while
reports of operating capacity constraints due to a lack of workers continued to increase,
altogether reflective of the tight labour market situation.

Considering the fact that comments from panellists also indicated that staff shortages

had continued to drive up staff costs, the latest labour market situation does not bode
well for the easing of price pressures. Furthermore, with central bankers keeping a close
eye on the job market situation, this also reinforces the abovementioned risk of tighter

monetary policy for longer.
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Global PMI heatmap
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Global Sector PMI

Latest S&P Global Sector PMI™ data revealed that improvements were seen
across the sectors with the majority of sectors posting higher business activity in
February. Growth amongst the eight industry groups was led by Consumer
Services for a second month running. Only the Financials and Basis Materials
sector recorded contractions, albeit at marginal rates.
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Meanwhile amongst the more detailed sectors, Pharmaceuticals &
Biotechnology and Transportation were the best performers among the 18 sectors
in expansion. On the other hand, Forestry & Paper Products, followed by Real
Estate struggled the most.
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For more global sector PMI details, please visit here or contact
economics@ihsmarkit.com to receive underlying PMI data.

Sector data is also available for US, Europe and Asia. Read more about
using PMI data in active investment strategies here.
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Recent PMI and economic analysis from S&P Global Market Intelligence

Global

EMEA

us

APAC

Global economic growth accelerates to eight- 6-Mar
month high in February

Global factory output returns to growth amid  1-Mar
China's reopening and supply chain
improvements

Global manufacturing input cost growth eases 1-Mar
but selling prices signal stubborn inflation

Global recession fears subside as flash PMI 22-Feb
data signal revival of economic growth in

February

UK recession risks ebb as flash UK PMI 21-Feb
signals resurgent economic growth in

February

Recession fears fade as Eurozone flash PMI 21-Feb
registers accelerating economic growth in

February

US PMI data highlight ongoing plight of 1-Mar

manufacturing amid falling demand and
inventory reduction

Economy stabilizes but inflation heats up: top 21-Feb
five charts from February's US flash PMI data

Hong Kong SAR economy booms at fastest 3-Mar
rate for over a decade amid surge in demand
from mainland China

India's economic growth moderates in last 2-Mar
quarter of 2022

Factory activity revives in mainland China as 1-Mar
economy reopens

Singapore budget 2023 highlights impact of 24-Feb
demographic ageing

February flash PMI reveals lacklustre demand 21-Feb
conditions for Australia and Japan

For PMI use-case illustrations, visit our use-case library.
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Notes

Press release of indices produced by S&P Global and relevant sponsors can be found at
https://www.pmi.spglobal.com/Public/Release/PressReleases.

Dates are provisional and subject to change *includes composite PMI.

Last updated: 14 February 2023.

The intellectual property rights to the data provided herein are owned by or licensed to S&P Global and/or its affiliates.

Any unauthorised use, including but not limited to copying, distributing, transmitting or otherwise of any data

appearing is not permitted without S&P Global’s prior consent. S&P Global 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 S&P Global 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 Limited and/or its affiliates.

Links to more resources

- Sign up to receive updated commentary in your

inbox here.

- Calendar of upcoming PMI releases

- Running commentary on the PMI survey findings

- PMI Frequently Asked Questions

- Background to the PMis (video)

- Understanding the headline PMI and its

various subindices

- PMI data use-case illustrations, from nowcasting to investment strategy

- PMI podcasts

- How to subscribe to PMI data

CONTACT US

Jingyi Pan

Economics Associate Director

S&P Global Market Intelligence

Singapore

T : +65 6439 6022

jingyi.pan@spglobal.com

The Americas EMEA Asia-Pacific
+1-877-863-1306 +44-20-7176-1234 +852-2533-3565
spglobal.com/marketintelligence/en/mi/products/pmi.html
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https://www.pmi.spglobal.com/Public/Release/PressReleases
https://www.spglobal.com/marketintelligence/en/mi/Info/0220/subscription-pmi-blog.html
https://www.spglobal.com/marketintelligence/en/mi/Info/0220/subscription-pmi-blog.html
https://www.markiteconomics.com/Public/Release/PressReleases?language=en
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/pmi.html
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/pmi.html
https://www.spglobal.com/marketintelligence/en/mi/products/pmi-faq.html
https://www.spglobal.com/marketintelligence/en/mi/videos/pmi-101.html
https://www.spglobal.com/spdji/en/indices/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://www.spglobal.com/spdji/en/indices/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/third-party-articles-illustrating-pmi.html
https://www.spglobal.com/marketintelligence/en/mi/podcasts/ecr.html?t=Purchasing%20Managers%e2%80%99%20Index%20(PMI)
https://www.spglobal.com/marketintelligence/en/mi/products/pmi.html
mailto:jingyi.pan@spglobal.com
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