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Global PMI at over three-year low as slowdown spreads to services

Latest worldwide PMI data showed the global economy losing further growth momentum in October. At 50.8, the JPMorgan Global
PMI™ (compiled by IHS Markit) fell to its lowest since February 2016, registering one of the weakest monthly expansions since the
global financial crisis. The PMI is comparable with global GDP rising at an annual rate of 1.75% (market prices) at the start of the
fourth quarter.

Although manufacturing showed further tentative signs of improving, having led the global slowdown throughout the past year and a
half via deteriorating worldwide exports, recent months have seen increasing signs of slower service sector growth. Global service
sector output rose in October at its slowest rate since early-2016.
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* PMI shown above is a GDP-weighted average of the survey manufacturing and services indices.
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Global jobs fall for first time since early 2010

The deteriorating job market appears to have been a key transmission mechanism for the global slowdown from manufacturing to
services. The October global PMI data showed the first net decline in employment since February 2010. The job market slowed as a
consequence of reduced inflows of new work globally, which grew in October at the slowest rate for seven years and meant that firms
ate into previously-placed orders for a fourth straight month.

Hiring was also hit by concerns about the future. In particular, the PMIs continued to see heightened anxiety about trade wars,
geopolitical uncertainty and worries about the economic outlook, all of which dampened firms’ appetite to spend and curbed hiring.
Although overall levels of future sentiment improved slightly in October, the overall picture remained one of the least optimistic since
comparable survey data were first available in 2012.
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* PMI shown above is a GDP-weighted average of the survey manufacturing and services indices. Source: IHS Markit, JPMorgan.
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Auto and equipment makers see signs of demand stabilising

Global Sector PMI Output Index (Oct. 2019)

IHS Markit’s detailed sector PMI data showed some encouraging
signs in October. Although output fell in 11 of the 26 sectors, led
by a steep fall in metals and mining, four of these were only very
marginal declines. Moreover, two key sectors that have been in
steep downturns showed signs of stabilising:

= output of the global autos and parts sector declined at the
slowest rate since November of last year, with new orders
almost stabilising after heavy falls earlier in the year

= the machinery and equipment sectors, a bellwether of global
capex, saw the smallest drop in output for seven months. New
orders fell to the least extent so far this year. Tech equipment
output meanwhile rose for a third successive month.
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Global manufacturing downturn shows signs of easing
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https://ihsmarkit.com/research-analysis/global-manufacturing-downturn-shows-further-signs-of-easing-Nov19.html
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Developed world new orders fall for first time since 2012

The global slowdown largely reflected weaker developed world growth, where output rose at the slowest rate for seven years. New
business inflows in the developed world meanwhile fell, albeit only marginally, for the first time since 2012, highlighting the extent to
which demand growth has slumped compared to the strong inflows seen this time last year. An eighth successive monthly fall in
manufacturing output in the developed world was accompanied by a near-stagnation of services activity. US growth remained close to
decade lows, the eurozone almost stalled and the UK stagnated. Output in Japan meanwhile fell for the first time in three years.

Emerging market growth remained more resilient, running at the same pace seen in August and September (yet remaining below that
seen this time last year). While manufacturing growth has improved on lows seen earlier in the year, service sector growth has softened.
Expansions were recorded in China, Brazil and Russia, but output fell in India for the second month in a row).
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Emerging market PMI*

Composite PMI Oufput/Business Activity Index

Brazil m—— RUSSIA
»
30 T T T T T T
2009 2011 2013 2015 2017 2019

Source: IHS Markit, Caixin.
* PMI shown above is a GDP-weighted average of the survey manufacturing and services indices.
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US sees subdued start to fourth quarter

Although October’s IHS Markit PMIs saw signs of manufacturing pulling out of its recent soft patch, the far-larger service sector
remained in the doldrums as inflows of new work failed to grow for the first time since 2009. Taken together, the surveys suggest that
the US economy got off to a disappointing start in Q4, consistent with GDP growing at an annualised rate of less than 1.5%. With
inflows of new work drying up, firms were relying on previously-placed orders to sustain current output growth, meaning the rate of
expansion could weaken further in coming months unless demand revives. Consequently, jobs were being cut at an increased rate
among surveyed companies, with employment falling to a degree not seen since 2009.

The news was by no means all negative, however, with firms becoming more optimistic about the year ahead on balance, buoyed by
hopes of an easing of trade war tensions and stimulus from lower interest rates.
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US manufacturing

US PMI Output Index Output, 3m/3m % change
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https://ihsmarkit.com/research-analysis/explaining-us-manufacturing-pmi-survey-divergences-Oct19.html
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Eurozone mired close to stagnation at start of fourth quarter

The euro area remained close to stalling in October. At 50.6, the October PMI was consistent with GDP rising at a quarterly pace of just
0.1%. Worryingly, the risks are tilted towards contraction in coming months, as what little growth seen in October was supported by firms
eating into previously-placed orders. New orders fell for a second successive month.

A further steep decline in manufacturing output was accompanied by one of the weakest service sector expansions since 2014. Future
expectations remained among the gloomiest since 2013 and jobs growth hit the lowest for four years. Selling price inflation meanwhile
remained stuck near a three-year low amid muted cost pressures.

By country, an improved performance in France helped keep the eurozone out of contraction, alongside a mild easing in the rate of
decline in Germany. However, the rest of the region slowed closer to stagnation.
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*PMI shown above is a GDP weighted average of the manufacturing and services indices.
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UK economy in worst spell since 2009

The health of the UK economy deteriorated for a third month running in October, with the PMI surveys indicating the worst spell for
business activity since the global financial crisis. At 49.5, the headline index is consistent with GDP falling at a quarterly rate of 0.1%.
Worryingly, the disappointing October performance took place in spite of increased activity ahead of the postponed Brexit date of 315t
October. The latest official data meanwhile showed the UK economy contracting for a second successive month in September,
matching the decline in the business survey data. A key area of concern from both the survey and official data is a stalling of service
sector growth that accompanies the manufacturing and construction sector downturns.

A lack of new order inflows and uncertainty about the outlook — commonly linked to Brexit and the upcoming general election —
meanwhile also resulted in further job losses in October, which remained among the fiercest since 2009.

UK PMI* and GDP
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*PMI shown above is a GDP weighted average of the manufacturing, services and construction indices.
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UK PMI* and employment
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https://ihsmarkit.com/research-analysis/uk-economy-in-worst-spell-since-2009-as-allsector-pmi-signals-further-contraction-Nov19.html
https://ihsmarkit.com/research-analysis/uk-avoids-recession-but-underlying-growth-trend-deteriorates-nov19.html

China PMI lifts higher but outlook remains subdued

Although the Caixin PMI survey gauge of manufacturing output growth gained ground for a fourth successive month in October,
growth remained subdued, especially in relation to exports. Moreover, the tentative signs of manufacturing turning the corner were
countered by an easing in service sector growth to one of the weakest rates seen over the past six years. The overall picture for
output was nevertheless the strongest for six months, thanks to the manufacturing improvement, which was most noticeable in larger
firms.

Whether the upturn can be sustained remains in question, however, as firms not only pulled back on hiring amid uncertainty about
business prospects, leading to further job losses in manufacturing, but sentiment about the business outlook remained firmly stuck at
one of the lowest on record, lifting only slightly higher than at mid-year on hopes that trade war tensions may ease.
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Japan hit by tax hike

Recent elevated Jibun Bank PMI readings for Japan had been
inflated by spending ahead of the sales tax rise in October, and
the October PMI data fell as a consequence of pay-back from
this advance spending, most notably in the service sector.
Overall, business activity fell for the first time in over three years
as a result, and future sentiment fell to the gloomiest for just over
three years. Manufacturers also remained in the doldrums as
trade war tensions continued to dampen export demand.

Japan PMI and GDP
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*PMI shown above is a GDP weighted average of the manufacturing and services indices.
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Hong Kong slump continues

PMI data showed Hong Kong SAR mired in one of its worst
downturns for the past two decades during October as the impact
of the ongoing political unrest and a worsening global trade
environment continued to dampen business activity and hurt
investment. With PMI data having correctly anticipated the steep

GDP decline in the third quarter, as indicated by official data,

October PMI results suggest the economy is heading towards a
deeper recession in the final quarter of the year.

Hong Kong PMI and GDP
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Disclaimer

The information contained in this presentation is confidential. Any unauthorised use, disclosure, reproduction or dissemination,
in full or in part, in any media or by any means, without the prior written permission of IHS Markit or any of its affiliates
("Markit") is strictly prohibited.

Opinions, statements, estimates and projections in this presentation (including other media) are solely those of the individual
author(s) at the time of writing and do not necessarily reflect the opinions of IHS Markit. Neither IHS Markit nor the author(s)
has any obligation to update this presentation in the event that any content, opinion, statement, estimate or projection
(collectively, "information") changes or subsequently becomes inaccurate.

IHS Markit makes no warranty, expressed or implied, as to the accuracy, completeness or timeliness of any information in this
presentation, and shall not in any way be liable to any recipient for any inaccuracies or omissions. Without limiting the
foregoing, Markit shall have no liability whatsoever to any recipient, whether in contract, in tort (including negligence), under
warranty, under statute or otherwise, in respect of any loss or damage suffered by any recipient as a result of or in connection
with any information provided, or any course of action determined, by it or any third party, whether or not based on any
information provided.

The inclusion of a link to an external website by IHS Markit should not be understood to be an endorsement of that website or
the site's owners (or their products/services). IHS Markit is not responsible for either the content or output of external websites.
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