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Eurozone growth hits highest since April 2023 according to flash PMI

It’s no surprise to see eurozone inflationary pressures on the
rise again in September, given the increase in energy prices
emanating from the ongoing conflict in the Middle East, so
it's all the more encouraging to see resilience of economic
growth being reported in the September flash PMI. Growth
hit the highest since April 2023 amid a broad-based
expansion of output. However, the combination of higher
output with rising price pressures will add to the likelihood of
the ECB hiking interest rates again in the near future.

Eurozone growth accelerates in
broad-based expansion

A further acceleration of business activity growth in
September points to strengthening economic growth. The
seasonally adjusted S&P Global Flash Eurozone Composite
PMI OQutput Index, based on approximately 85% of usual
survey responses, rose to 53.1in September from 52.0 in
August. The latest reading signalled a third consecutive
monthly expansion in business activity in the eurozone, and
the fastest expansion in almost three-and-a-half years.

The acceleration of business growth means the flash PMI
survey is indicative of GDP rising at a quarterly rate of
0.4%.
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Solid growth was registered across both the manufacturing
and services sectors. Manufacturing, spearheaded by
Germany, is enjoying its best growth spell for over four
years, spurred by rising Al and defence spending, but
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service sector growth is also perking up to signal a broad-
based improvement in the economic growth story.

Moreover, with order book growth picking up further
momentum across both manufacturing and services in
September, the flash PMI data hint at sustained
momentum heading into the fourth quarter.
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The latest rise in output was also broad based across the

region. Germany posted an expansion for the third month
running, with the rate of growth the fastest in just under a
year, while activity increased in France for the first time in
10 months. The rest of the eurozone as a whole registered

a solid but softer rise in output.

PMI output index, manufacturing & services
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Job market improves

The rate of job creation meanwhile remains subdued,
according to the flash PMI, as business confidence
continues to be dampened by caution over geopolitics,
notably the ongoing impact on energy prices and the cost
of living. However, employment edged higher again in
September, up for a second month, suggesting more
companies are returning to the jobs market.

Eurozone PMI vs. employment
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Eurozone inflation pressures rise
again on energy prices

It was no surprise to see inflationary pressures on the rise
again in September, given the increase in energy prices
emanating from the ongoing conflict in the Middle East.
Both input costs and output prices increased at the
sharpest rates in four months, the latter running at a level
broadly indicative of consumer price inflation at
approximately 4%. Official inflation data, which tend to lag
the signal from the PMI, show headline inflation at 3.2%, in
line with the prior signal from the PMI and its joint-highest
since September 2023.

Eurozone inflation
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Hawkish signals

The resilience of economic growth amid the headwinds of
geopolitical issues and rising prices will likely embolden the
ECB to hike interest rates again before the end of the year,
adding to the case for rates to rise sooner rather than later
and putting an October hike very much on the table.

A composite policy indicator, based on PMI output, input
cost and employment indices, has risen further into rate
hike territory in September, sending the most hawkish
signal for rates for almost four years.

Much will depend, however, on oil prices. While much of the
September flash PMI data collection period saw crude oil
prices running above $100 per barrel, recent days have
seen the price fall on encouraging developments in the
Middle East.
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PMI model based on survey output, input price and employment variables. Pandemic exterme omitted.
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Access the press release here.

More PMI resources and Eurozone
economic analysis

— 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

— PMIl data use-case illustrations, from nowcasting to
investment strategy

- PMI podcasts
- How to subscribe to PMI data



https://www.pmi.spglobal.com/Public/Home/PressRelease/ab6649de01fd4c38a7f2c9a3e52a81bf
https://www.spglobal.com/marketintelligence/en/mi/Info/0220/subscription-pmi-blog.html
https://www.spglobal.com/marketintelligence/en/mi/Info/0220/subscription-pmi-blog.html
https://www.pmi.spglobal.com/Public/Release/PressReleases
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/pmi.html
https://www.spglobal.com/marketintelligence/en/mi/products/pmi-faq.html
https://www.spglobal.com/marketintelligence/en/mi/videos/pmi-101.html
https://www.spglobal.com/spdji/en/indices/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://www.spglobal.com/spdji/en/indices/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/third-party-articles-illustrating-pmi.html
https://www.spglobal.com/marketintelligence/en/mi/podcasts/ecr.html?t=Purchasing%20Managers%E2%80%99%20Index%20(PMI)
https://www.spglobal.com/marketintelligence/en/mi/products/pmi.html
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