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Global growth slows to six-month low in July

Monthly summary

The global economic expansion decelerated at the start of the second half of 2023 on the
back of a deepening manufacturing downturn and cooling of service sector growth. Despite
this, selling price inflation ticked higher, hinting at service sector-led stickiness of inflation.
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The service sector remained the primary
driver of global economic growth at the
start of the third quarter, though the pace of expansion eased for a second straight month to
the weakest since February. Slowing new business growth in the service sector reflected the
easing of the post-pandemic resurgence in demand. Concurrently, rising interest rates have
also affected service providers.

Meanwhile, the manufacturing sector remained in contraction, with production levels declining
for a second consecutive month in July. The demand dearth persisted with factories reported
to still be running down their inventories amid fewer supply chain woes and with general
weakness in underlying demand. As a result, prices have fallen in tandem within the goods
producing sector.

That said, measured across both goods and services, selling prices rose at a faster rate in the
latest July survey. Although forward-looking survey data outlined the likelihood for continued
easing of price pressures in the coming months, the current data points to ‘stickiness’ in
inflation which we will be watching with the next round of flash August PMIs from August 23
(see calendar below).

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

1) Further slowdown in global growth, underpinned by deepening manufacturing downturn
and slowing services growth.

2) Global inflation continues to trend lower, but indications of ‘stickiness’ have surfaced,
driven by higher service sector prices.

3) Softening demand conditions coupled with easing of future expectations hint at the
likelihood that further cooling of global growth may ensue in the near-term.
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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: Global growth sustained into third quarter

Global PMI ouput

S&P Global PMI (Purchasing Managers' Index) Index
Diffusion index (50 = no change on prior month)
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- The global economy remained in expansion mode at the start of the third quarter, which
also marks the sixth straight month in which we have seen output rise globally.

- Although the pace of growth peaked earlier in May, it remained marked in the latest
survey period, driven primarily by the expansion in services activity.

— This suggests that growth of the global economy continued into the second half of 2023,
against earlier concerns that there may be an even quicker deterioration in economic
performance.

— That said, the deterioration in future expectations hints at a further slowing of growth
momentum in the coming months.

- Read our full analysis here.
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The Bad: Sticky price pressures
Global consumer price inflation and PMI selling prices

w— Consumer price index, YOY % change - PMI selling prices, goods & services (right)
—— PMI goods selling prices (nght) —— PMI services selling prices (right)
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Data compiled August 2023 including PMI data to July 2023 advanced six months
PMI (Purchasing Managers' Index) value of 50 = no change on prior month
Sources: S&P Global PMI with J.P. Morgan, S&P Global Market inteligence.
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— Despite the deepening manufacturing downturn and slowing services expansion, output
price inflation, measured across both sectors, climbed to 53.6 in July from 53.4 in June.

— Higher services selling prices mainly accounted for the latest change as goods selling
prices continued to fall, albeit at a slower pace.

— While it may be unwise to read too much into one month’s data, the latest reading
nevertheless points to the likelihood of prices remaining stickier for longer, around the
4% mark, rather than continuing the path towards the desired 2% level for global
inflation.

Read our full analysis here.

The Ugly: Manufacturing downturn deepens

Global manufacturing order books and supply chain delays
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- While the global economy remained in expansion, owing to service sector growth,
manufacturing output declined for a second straight month in July.

- The pace of contraction was mild overall, though it is worth highlighting that any
contraction of global production is an uncommon occurrence.

- Furthermore, both new orders and backlogs of work continued to decline relatively

quickly in July, suggesting that production losses could accelerate in the coming months.

- Read our full analysis here.
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Global PMI heatmap
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Global Sector PMI

Latest S&P Global Sector PMI™ data revealed that the divergence between
manufacturing and services persisted at the start of the third quarter. While most

of the sector rankings were unchanged across the eight industry groups,

Telecommunication Services and Financials saw more prominent changes, with

the former rising to the top spot and the latter falling the most over July.
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Meanwhile amongst the more detailed sectors, growth became less

widespread with just over half of the 21 sectors monitored seeing business activity
rise in July. Growth was led by Other Financials and Insurance. Manufacturing
sub-sectors such as Forestry & Paper Products and Construction Materials lagged

well behind.
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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
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Asia-Pacific
Commodities

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

Global upturn loses further momentum
at start of third quarter, hiring spree
cools

Global trade downturn accelerates in
July

PMI surveys show global inflation
pressures ticking higher in July on
rising staff costs

Worldwide producer prices deflation
slows in July amid rising wage
pressures

Factories report deeper global
production downturn in July as world
trade slumps

United Kingdom flash PMI data point
to cooler inflation as economy stalls

Eurozone flash PMI signals cooling
inflation amid rising recession risks

Flash US PMI signals growth
slowdown but stubborn price
pressures at start of third quarter

Weak start to third quarter for China as

PMI signals divergent sector growth
and inflation trends

APAC merchandise exports remain
weak in first half of 2023

Japan's economic growth sustains in
July though price pressures and
outlook worsen
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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: 24 July 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

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

- PMlI podcasts

- How to subscribe to PMI data
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