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Industrial production falls at double-digit rate in December

Key findings

= Official data indicated unprecedented
drop in industrial production at end of
2008

= PMIs suggest sector remained drag on
economy in early 2009

Data released today highlighted a record drop in
Eurozone industrial production, with output down 11%
on a year ago —a record contraction and the first double
digit year-on-year decline seen since data were first
available in 1985.

The Eurozone PMI Manufacturing Output Index, which
has proven to be an accurate predictor of trends in the
official data, with a correlation between the two series of
0.85, had pointed to an historically steep fall in
production in December. As we noted in our press
release from 2 January:

“The final PMI data indicate that industrial production fell
by around 12% on a year ago in December, representing
a doubling in the rate of decline from the latest published
official rate of 5.6% seen in October.”

As chart 1 indicates, the PMI manufacturing output index
for December had fallen to a survey low and was
consistent with a record contraction in official industrial
production at the end of the year.

PMI figures for January showed little improvement, with
the survey-based data again consistent with very steep
contractions in official EZ industrial output. Moreover,
trends in production are likely to remain subdued in the
near-term, with new orders, export orders and backlogs
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all contracting severely in January, suggesting that the
sector will remain a significant drag on the EZ economy
in the first months of 2009 at the very least.

Chart 1: PMI data & Eurozone Industrial Production
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At the margin, the official and survey-based data will re-
enforce pressure on the ECB to cut rates as expected at
its next meeting.

By then, policy-makers will have a further insight into
how sector performance is developing in Q1, with the
next snapshot of Eurozone manufacturing activity set to
be released via flash PMI data on February 20™ 2009.
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