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Boom or bust?

Global PMI wrap up (Apr)

+ Global PMI data show that activity remains resilient,
particularly in the services sector...

¢ .. .but manufacturing data are much weaker, suggesting a
sharp contraction in activity

¢ Suppliers’ delivery times keep improving, with input cost
indices falling across the board

Depending on how you look at the global PMI data in April, you may feel more optimistic
or pessimistic about the global economy. Despite financial market uncertainty, the global
composite PMI remained resilient, rising to 54.2 in April, up from 53.4.

The good news comes from the service sector, where the global PMI rose to 55.4 in April,
from 54.4 in March. The sector is clearly growing quickly, supported by mainland China’s
reopening and a continued rotation into services spending in the west. In particular,
service sectors in the US, the eurozone, and India accelerated sharply as new orders
rose rapidly. This resulted in higher output and increased hiring across services firms.

However, the manufacturing side looks bleak. The headline PMI came in at 49.6 in April,
the same as seen in March. This was led by slowdown, particularly in Europe, in both
output and new orders as demand remains lacklustre. That said, there are a few
economies that performed better; notably the US, India, and ASEAN.

The divergence continues on the prices front. Manufacturing suppliers’ delivery times
eased in almost all economies, implying fewer headwinds for firms. As a result, price
pressures in the manufacturing sector also eased. However, service sector price
pressures remain more intense and firms appear able to pass on their costs due to
resilient demand in this part of the economy.

1. Snapshot of manufacturing and services PMIs

Manufacturing PMIs H Services PMls
Feb 23 Mar 23 Apr 23 Feb 23 Mar 23 Apr 23
World 49.9
us 47.3
Mainland China
Eurozone

Japan
UK
India
Brazil

Heatmap Ke Below 50 and rising
- Above 50 and falling

Source: S&P Global, HSBC.

This is a Free to View version of a report with the same title published on 08-May-23. Please
contact your HSBC representative or email AskResearch@hsbc.com for more information.

Disclosures & Disclaimer
This report must be read with the disclosures and the analyst certifications in
the Disclosure appendix, and with the Disclaimer, which forms part of it.

8 May 2023

Free to View
Economics - Global

Maitreyi Das

Economist

HSBC Securities and Capital Markets (India) Private
Limited

James Pomeroy
Economist
HSBC Bank plc

Issuer of report: HSBC Securities and Capital
Markets (India) Private Limited

View HSBC Global Research at:
https://www.research.hsbc.com


https://www.research.hsbc.com/
mailto:AskResearch@hsbc.com

Free to View ® Economics - Global
8 May 2023

Divergent trends

¢ Global composite PMI picked up slightly in April to 54.2, from 53.4

¢ Service sector rose sharply across the board, while growth in the
manufacturing sector is waning with few exceptions

¢ Both input and output prices, and supply chain constraints eased
further in April, helping firms

Resilient amid global uncertainties

Amid the continued financial market uncertainty and volatility, nobody has told the respondents to the
PMI surveys that risks are rising. The global composite PMI rose in April, from 53.4 to 54.2. In
particular, the upturn in activity was driven by the service sector, which improved across the board,
led by increased new orders. On the other hand, the manufacturing sector didn’t fare so well, with
data edging lower in most economies, including mainland China (with the US a notable exception).

2. Composite PMIs showed another improvement in March in most economies
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Manufacturing PMIs: Mostly into deeper contraction
The global manufacturing PMI fell to 49.6 at the beginning of the second quarter, the same rate
as seen in March.

A broad-based slowdown was observed with new orders falling at a slightly faster pace during
the month. This was led by slowdown in mainland China as the impact from COVID-19
reopening waned, which has been driving the manufacturing sector for the last two months.
Firms highlighted the rise in cost of living as the main reason for subdued demand. Additionally,
post pandemic lockdowns, consumer preferences shifted from goods to services, which also
results in lower demand. However, production volumes improved a tad in April to 50.8, up from
50.6 in March. On the positive side, supply chain pressures improved further in April, making it a
little easier on firms. As a result, overall input prices moderated during the month. But overall,
firms continue to cut back purchasing activity due to lack of demand.



Free to View ® Economics - Global

8 May 2023

3. The global manufacturing PMI remain 4. ...but supplier delivery times continue to
below the 50 watermark level in April improve
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While, manufacturing PMIs fell in most regions, we saw an uptick in production activity in the
US. The US manufacturing PMI saw a slight expansion in April (50.2 from 49.2 in March) — the
first in six months - led by increased domestic demand. As a result, output increased at the
fastest pace since May 2022. However, both input and output prices increased at a steeper rate
in April. The ISM manufacturing was not so positive, showing a small increase, to 47.1, but
remaining in contractionary territory, while the comments from respondents were quite mixed
about activity levels.

The picture looks worse in Europe. The eurozone PMI fell further, to 45.8, in April, down from
47.3 — the lowest in almost three years. New orders fell at the sharpest pace in four months,
implying subdued demand conditions. As a result, output and purchasing activity also
deteriorated. In the UK, the manufacturing sector continue to deteriorate, with output falling for
the second month in a row as demand remains lacklustre based on slowing new orders.

Moving further east, we have a slightly mixed picture. In mainland China, the Caixin Manufacturing
PMI fell by 0.5ppt to 49.5 in April. Firms commented that sluggish market conditions and weaker-
than-expected customer spending had dampened sales. On the other hand, India and ASEAN
economies saw moderate expansion in their manufacturing sectors led by resilient domestic
demand. Thailand deserves a special mention, where the manufacturing PMI increased by 7.3ppts
to 60.4, the highest since the beginning of the survey in December 2015.

5. Manufacturing PMIs across the world show a mixed picture
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The good news continues on the supply chain front. Suppliers’ delivery times improved further
in April as supply chain bottlenecks continued easing — helped by mainland China opening up
its economy faster than expected. In fact, the suppliers’ delivery index rose to the highest level
since May 2009. Additionally, input price pressures continue to ease in the manufacturing
sector, but increases in output prices continue to be faster in developed markets compared with
emerging markets. However, in the US, we saw a rise in both input and output prices in April.
Meanwhile, we saw a slight rise in global manufacturing employment in April — a third
consecutive rise, but some job losses were noted in Brazil, mainland China, and eurozone.

Services PMIs: Firing on all cylinders

The global service sector PMI recorded another month of expansion in April. It rose to 55.4, up
from 54.4 in March, the fastest pace since November 2021. Higher new orders resulted in
increased output and employment in most economies.

Unlike in the manufacturing data, where we broadly saw slowdowns, the service sector remains
robust. The eurozone service sector recorded another month of expansion in April, with the PMI
rising to 56.2, up from 55.0. This was primarily driven by Germany, which saw a 2.3ppt rise in
the month. Higher demand for eurozone services boosted new order intakes, which rose at a
similarly strong rate to that of output. The increase in new business was the strongest in a year.

In the US as well, the service sector PMI rose by 1ppt to 53.6 in April. New orders, output, and
employment all mirrored the headline index, implying underlying demand conditions remain
strong. As a result, both input and output prices gained momentum. The US ISM services sector
also expanded by 0.7ppt to 51.9 in April for the fourth consecutive month. This has been led by
higher new orders, in particular new export orders, which rose from 43.7 to 60.9 in April.

Mainland China also recorded another month of expansion in the services sector, with the
Caixin PMI rising at a moderate pace of 56.4 in April, down from 57.8. While the boost to the
manufacturing sector from reopening after COVID-19 has worn off due to weaker global goods
demand, there is still sufficient demand in the services sector. That said, the rate of growth in
both output and new orders softened from March. Meanwhile, the services PMI in India rose at
the fastest pace since June 2010, at 62.0 in April, from 57.8. Panellists highlighted stronger
service demand both in the domestic market and in the international market.

All eyes on prices

With inflation turning out to be much more persistent than we thought (see Food inflation,
24 April, 2023) especially in Europe, it is important to keep an eye on input and output prices.
Both are usually good leading indicators of where inflation is headed.

Price pressures are more intense in the service sector, but they seem to be moderating in the
manufacturing sector, with a few exceptions — one being the US where both price indices rose
in April. Meanwhile, both input and output prices rose a touch in April in the service sector.
However, service sector firms are mostly able to pass on higher prices to customers as demand
in the service sector remains resilient.

See the coming pages for key charts about April’'s PMI data.


https://www.research.hsbc.com/C/1/1/320/xfmXB6G

Manufacturing PMls

6. In the US, the headline PMI rebounded
above the watermark level...
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8. In the eurozone, manufacturing PMI data
deteriorated further in April...
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10. However, in India manufacturing activity
picked up during the month
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7. ...but US ISM manufacturing remained
below 50

Index Manufacturing PMI: US - ISM Index
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9. ...and even mainland China saw a
moderation in manufacturing activity

Index Manufacturing PMI: Mainland China Index
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11. And Thailand is worth mentioning for the
sharp rise in activity

Index Manufacturing PMI: Thailand Index
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Other key trends in the manufacturing sector
12. Supplier delivery times are widely improved
Index Manufacturing PMI: Supplier Delivery Times Index
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13. Both input and output prices eased in most economies
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14. Input price moderated a touch, while
output prices rose slightly in developed

15. ...with the exception of the US, where
both input and output prices surged in April

economies...
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Services PMIs

16. The global services PMI registered a
strong increase in April
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18. The service sector in the eurozone
expanded at a faster pace in April as well
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20. Both input and output prices nudged a
tad higher in April...
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17. In the US, both the S&P & ISM services
PMI rose in April
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19. Mainland China’s service sector saw a
slight moderation in activity, but remained
robust
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21. ... but in the US, firms were able to pass
on higher costs to consumers

Index US: Services PMI Index
85 - - 85
80 1 - 80
75 1 - 75
70 1 - 70
65 1 - 65
60 1 - 60
55 1 - 55
50 1 50
45 - 45
40 40

2010 2012 2014 2016 2018 2020 2022
Output Prices Input Prices
Source: S&P Global, HSBC




Free to View ® Economics - Global
m HSBC 8 May 2023

Disclosure appendix

The following analyst(s), who is(are) primarily responsible for this document, certifies(y) that the opinion(s), views or forecasts
expressed herein accurately reflect their personal view(s) and that no part of their compensation was, is or will be directly or
indirectly related to the specific recommendation(s) or views contained in this research report: Maitreyi Das and James Pomeroy

This document has been issued by the Research Department of HSBC.

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments, both equity and debt
(including derivatives) of companies covered in HSBC Research on a principal or agency basis or act as a market maker or
liquidity provider in the securities/instruments mentioned in this report.

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment banking,
sales & trading, and principal trading revenues.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company
available at www.hsbcnet.com/research.

Additional disclosures
1 This reportis dated as at 08 May 2023.

2 All market data included in this report are dated as at close 04 May 2023, unless a different date and/or a specific time of
day is indicated in the report.

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.


https://www.hsbcnet.com/research

Free to View ® Economics - Global
m HSBC 8 May 2023

Disclaimer

Issuer of report
HSBC Securities and Capital Markets (India) Private
Limited

This document has been issued by HSBC Securities and Capital Markets (India) Private Limited, which has based this document on information obtained from sources it believes to be reliable
but which it has not independently verified. Neither HSBC Securities and Capital Markets (India) Private Limited nor any member of its group companies (‘HSBC”) make any guarantee,
representation or warranty nor accept any responsibility or liability as to the accuracy or completeness of this document and is not responsible for errors of transmission of factual or analytical
data, nor is HSBC liable for damages arising out of any person’s reliance on this information. The information and opinions contained within the report are based upon publicly available
information at the time of publication, represent the present judgment of HSBC and are subject to change without notice.

This document is not and should not be construed as an offer to sell or solicitation of an offer to purchase or subscribe for any investment or other investment products mentioned in it and/or to
participate in any trading strategy. It does not constitute a prospectus or other offering document. Information in this document is general and should not be construed as personal advice, given
it has been prepared without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on it, consider the appropriateness
of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional investment and tax advice.

The decision and responsibility on whether or not to purchase, subscribe or sell (as applicable) must be taken by the investor. In no event will any member of the HSBC group be liable to the
recipient for any direct or indirect or any other damages of any kind arising from or in connection with reliance on any information and materials herein.

Past performance is not necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not get back the full amount invested. Where
an investment is denominated in a currency other than the local currency of the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price
or income of that investment. In case of investments for which there is no recognised market it may be difficult for investors to sell their investments or to obtain reliable information about its
value or the extent of the risk to which it is exposed. Some of the statements contained in this document may be considered forward looking statements which provide current expectations or
forecasts of future events. Such forward looking statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from
those described in such forward-looking statements as a result of various factors.

This document is for information purposes only and may not be redistributed or passed on, directly or indirectly, to any other person, in whole or in part, for any purpose. The distribution of this
document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions. By
accepting this report, you agree to be bound by the foregoing instructions. If this report is received by a customer of an affiliate of HSBC, its provision to the recipient is subject to the terms of
business in place between the recipient and such affiliate. The document is intended to be distributed in its entirety. Unless governing law permits otherwise, you must contact a HSBC Group
member in your home jurisdiction if you wish to use HSBC Group services in effecting a transaction in any investment mentioned in this document.

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may not be suitable for all types of investors. Investors should consult
with their HSBC representative regarding the suitability of the investment products mentioned in this document.

HSBC and/or its officers, directors and employees may have positions in any securities in companies mentioned in this document. HSBC may act as market maker or may have assumed an
underwriting commitment in the securities of companies discussed in this document (or in related investments), may sell or buy securities and may also perform or seek to perform investment
banking or underwriting services for or relating to those companies and may also be represented on the supervisory board or any other committee of those companies.

From time to time research analysts conduct site visits of covered issuers. HSBC policies prohibit research analysts from accepting payment or reimbursement for travel expenses from the
issuer for such visits.

HSBC Securities and Capital Markets (India) Private Limited is registered as "Research Analyst" (Reg No. INHO00001287), Merchant Banker (Reg No. INM000010353) and Stock Broker
(Uniform Reg. No. INZ000234533) and regulated by the Securities and Exchange Board of India.

© Copyright 2023, HSBC Securities and Capital Markets (India) Private Limited, ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or
transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of insert issuing entity name. MCI (P) 017/01/2023,
MCI (P) 027/10/2022

[1213009]



	Divergent trends
	Resilient amid global uncertainties
	Manufacturing PMIs: Mostly into deeper contraction
	Services PMIs: Firing on all cylinders

	All eyes on prices
	Manufacturing PMIs
	Other key trends in the manufacturing sector
	Services PMIs

	Disclosure appendix
	Additional disclosures

	Disclaimer

