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Flash Eurozone PMI data point to worsening GDP and employment

trends in February
Key findings

= Rate of GDP contraction to accelerate in
Q1.

= Manufacturing output falling at double-
digit annual rate.

= Employment trend to worse markedly.

New survey lows seen in February

All main indices from the Markit Flash Eurozone PMI
survey slumped to record lows in February, suggesting a
further marked worsening in business conditions within
the euro area. Several indices had recovered some
ground in January, providing some glimmers of hope
that a bottoming-out may have been reached, but the
resumption of the down-trend in the indices in February
indicates that worse may still be to come in terms of
rates of contraction of output and employment.

Eurozone GDP to contract again in Q1...

PMI Index GDP, quarterly % change
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GDP fell by some 1.5% on the previous quarter in Q4 of
last year — representing a marked acceleration in the
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rate of contraction form the 0.2% declines seen in the
previous two quarters. Looking at quarterly averages of
the PMI survey’s Output Index (47.6 in Q3, 40.2 in Q4
and 37.2 in the first two months of Q1), it is likely that —
unless the Index moves sharply higher in March — the
rate of decline will have gathered pace again in Q1.

However, it should be noted the quartery GDP
contraction in Q4 was somewhat greater than the PMI
had signalled, likely to have reflected a steeper fall in
service sector output than consistent with the PMI
services data.

...led by falling manufacturing output
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Although record rates of decline were seen for both
manufacturing and services in the February Flash PMI,
the economic downturn continued to be led by
manufacturing. The Flash PMI indicates that
manufacturing output continued to fall sharply on levels
of a year ago in February, with the annual rate of decline
gathering pace on the 13% drop recorded by official
Eurostat data in December.
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Employment trend to worsen

PMI Index Eurostat, annual % chg
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Falling output tends to be followed by falling employment,

and the Flash Eurozone PMI Composite Employment
Index plumbed a new low in February. Comparing
quarterly averages of the PMI data against Eurostat
quarterly employment data for the euro area suggests
that the data for the first two months of Q1 are consistent
with actual employment falling approximately 0.5% on a
year ago. This would be the first annual decline since
1994.

Level 5

2 More London Riverside
London

SE1 2AP

tel +44 20 7260 2000
fax +44 20 7260 2001
www.markit.com

Chris Williamson

Chief Economist

Markit

Tel: +44 20 7260 2329

Email: chris.williamson@markit.com

For further information, please visit www.markit.com

The intellectual property rights to this report provided herein is owned by Markit Group Limited. Any unauthorised use, including but not limited to copying, distributing, transmitting or otherwise of any data appear-
ing is not permitted without Markit's prior consent. Markit 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 Markit be liable for any special, incidental, or consequential damages, arising out of the use of the data. Markit is a trademark

owned by the Markit group.

Markit Group Limited | Registered in England and Wales | Company no. 4185146

compiled by markit



