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EUROZONE SERVICE PMIS: SLOWDOWN SPREADING 

Berenberg Macro Flash 

The Eurozone’s economic slowdown continued to spread in September. The services sector PMI eased from 53.1 to 
52.4, the composite output index from 52.5 to 52.0. Both indices continued to point to moderate growth at the end of Q3, 
but provided little evidence that the cooldown in sentiment has ended yet. The current rough patch started with Germany’s 
export oriented manufacturers as a result of the Russian aggression against Ukraine in late winter 2014 and began to spread 
this summer to indicators of domestic demand as well as countries which are far less exposed to Russia. We expect minimal 
growth of 0.1% qoq in Q3 and Q4 for the Eurozone, before a gradual stabilisation in confidence based on fading geo-
political risks and monetary stimulus should help the interrupted recovery to resume. 
 
Purchasing manager indices for the more domestic-oriented services sector eased markedly in in most countries. 
Spain led the declines in September, with the services PMI dropping from boom territory at 58.1 in August to merely strong 
growth at 55.7 in September. Despite the decline, the former crisis countries Spain and Ireland continued to enjoy a firm 
upswing. More worrying were further significant declines in reform-laggards Italy and France, where the services PMIs at 
48.8 and 48.4, respectively, point to modest contractions. There was a bright spot: in Germany, where the economic funda-
mentals for domestic demand are the strongest, the services PMI rebounded and the composite output PMI was roughly 
stable (up from 54.0 to 54.1 in September). Germany is still likely to experience near-stagnation for the rest of the year, 
however, as weak manufacturing confidence will bear down on business investment. 
 
The latest data increases the risk that the ECB’s economic forecasts of 0.9% GDP growth for 2014 and 1.6% for 
2015 will turn out to be too optimistic. If Eurosystem staff revise down the forecasts again in December, the easing discus-
sion, which appears to be settled for now after the announcement of ABS and covered bond purchases, could resume. We 
see a 40% probability for Fed-style large-scale sovereign bond purchases in early 2015. 
 
Services PMI 
 
Index level SEP AUG JUL JUN MAY APR 

Eurozone 52.4 53.1 54.2 52.8 53.2 53.1 

Italy 48.8 49.8 52.8 53.9 51.6 51.1 

Spain 55.8 58.1 56.2 54.8 55.7 56.5 

Germany 55.7 54.9 56.7 54.6 56.0 54.7 

France 48.4 50.3 50.4 48.2 49.1 50.4 

Ireland 62.5 62.4 61.3 62.6 61.7 61.9 

Eurozone Comp. 52.0 52.5 53.8 52.8 53.5 54.0 
 
Source: Markit 
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