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EURO PMIS: STAGNATION RATHER THAN RECESSION 

Berenberg Macro Flash 

 

Eurozone PMI Composite, October 2014 

 

Actual:  52.2 

Previous: 52.0 

Consensus: 51.5 

Berenberg: 50.5 

 

German resilience and a rebound in the periphery helped Eurozone confidence stabilise in October. The rough 

patch is not over, with many details in the PMI survey warranting caution. But the October PMIs confirm that temporary 

stagnation is much more likely than a serious recession. If Germany dragged the Eurozone into the rough patch after Rus-

sia’s aggression in Ukraine, it can drag it out again, too. That is a reason to be optimistic, because Germany is fundamentally 

still in a very strong position. German services PMIs (down from 55.7 to 54.8 in October, but continuing to oscillate around 

the very healthy 55 average since the beginning of the year) point to a continuing upswing in this domestic oriented sector, 

based on fundamentally strong demand from consumers. That stability mitigates the investment-led manufacturing soft 

patch. And with Germany’s manufacturing PMI rebounding to 51.8 in October, after a very weak 49.9 in September, there 

are signs that even manufacturing is stabilising. Export growth has remained resilient throughout this year with a few excep-

tions (Russia), and if the risks weighing on confidence, like the potential for more Russian aggression, do not materialise, a 

healthy upswing could begin by the end of the year.  

 

A recession looks unlikely on the evidence of the Eurozone PMIs. Indicators stabilised, despite further weakness in 

France.  Manufacturing rose from 50.3 to 50.7 on German strength, services were stable at 52.4, consistent with moderate 

growth, and the composite output PMI edged up from 52.0 to 52.2. Besides German resilience, a rebound in indicators in 

the periphery supported the overall Eurozone picture. Other details in the survey warrant caution: output prices were falling 

sharply despite rising input prices; employment fell, albeit marginally. However, the detailed data can be volatile. The fact 

that Markit reports rising input prices for companies despite a major fall in oil prices is challenging to explain. 

 

The negative outlier was once again France. French companies were even more downbeat in October in the face of 

little reform progress at home. The French manufacturing PMI fell from 49.8 to 47.3, its lowest level since June last year and 

consistent with material output contraction. Services also edged down further. However, even in France, the news was not 

all bad. Separate national manufacturing confidence indicators improved in October (see Chart). The PMIs have been poor 

indicators of actual growth in France recently. While manufacturing is not doing well, overall output might just be stagnating 

amid some volatility. 

 

Once the bout of uncertainty caused by external factors fades, the Eurozone outlook is not bad at all. The ECB stimu-

lus, the lower oil price, the weaker euro, reform progress in Italy and an upswing in Germany promise better news ahead in 

early 2015. 
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Chart: France national manufacturing confidence and output 

 
Manufacturing confidence and own-company production outlook, standard-normalised (lhs), manufacturing output, yoy % (rhs). Source: Insee 

 

Eurozone PMIs 

 

Index level OCT SEP AUG JUL JUN MAY 

Eurozone       

   Composite 52.2 52.0 52.5 53.8 52.8 53.9 

   Services 52.4 52.4 53.1 54.2 52.8 53.5 

   Manufacturing 50.7 50.3 50.7 51.8 51.8 52.5 

Germany       

   Composite 54.3 54.1 53.7 55.9 54.0 56.1 

   Services 54.8 55.7 54.9 56.7 54.6 56.4 

   Manufacturing 51.8 49.9 51.4 52.4 52.0 52.9 

France       

   Composite 48.0 48.4 49.5 49.4 48.1 49.3 

   Services 48.1 48.4 50.3 50.4 48.2 49.2 

   Manufacturing 47.3 48.8 46.9 47.8 48.2 49.3 

 

50 = neutral, > 50 = expansion, < 50 = contraction 

Source:  Markit 
 

This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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