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ECONOMIC ANALYSIS

PMis fall in August, weighed down by weak manufacturing

Europe Unit

Eurozone: the pace of growth moderated in August, still supported by a robust services
sector

The composite PMI for the eurozone in August fell 1 point to 52.8, according to Markit's flash estimate,
somewhat lower than expected (BBVA Research: 53.5; consensus: 53.4) and, after the rise in the
previous month, stood at the same level of expansion as in June. However, the growth pattern is
different, with the recovery in the services sector consolidating and manufacturing maintaining a
negative trend, slowing to 50.8, the worst reading in fourteen months. An analysis of the subcomponents
suggests that this pace of expansion could be maintained in September, as growth in new orders and
employment creation accelerated slightly, but with very significant differences between a weak
manufacturing sector, burdened by uncertainty in the geopolitical environment, and services, that are
gaining momentum.

Moreover, following the publication of the first official below-expectations data for 2Q14, the August
survey opens up some additional uncertainties, given the lack of homogeneity in growth between
countries and a recovery that is too weak to stimulate employment creation, as well as the concerns
caused by the conflict in Ukraine.

Pending the publication of hard data for the quarter, the performance of PMIs suggests that the
eurozone economy could grow at a rate slightly below our base scenario (0.3% QoQ) in 3Q14.

Across countries, the recovery of the German economy continues at a somewhat slower
pace, while the decline in France comes to a halt and the periphery loses momentum

The German composite PMI slowed in August due to the weak manufacturing sector and despite the
fact that the data service level remains close to July figures (the highest in three and a half years).
However, the subcomponents that advance the business cycle (new orders, business expectations,
backlogs) suggest that the recovery should consolidate in the coming months.

In contrast, the French composite PMI in August improved and stabilised at the neutral level (50.0) after
three months of contraction. However, a very different performance between sectors was recorded. The
services sector continues to recover, supported by the increase in new jobs, while the contraction in
manufacturing worsened on the sharp decline in new orders (both internal and external).

Regarding other countries, the Markit's communique anticipates that the periphery could be losing
momentum, after growing at a rapid pace in recent months.
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Figure 1

Eurozone, Germany and France’s PMIs

cC Indicator June July BBWVA Consensus
Composite P 3.8 828 5348 834

Eurozone Manufacturing Pl 218 a0 8 5172 a1.3
Services P q4.2 3.5 53.5 3.7
Compaosite P 257 248 - 24 6

Germany Manufacturing Pl 824 20 16 814
Services P a6 7 b4 a6.5 a5 5
Composite P 49 4 al .5 - 449 5

France Manufacturing Pl 478 465 4845 478
Services P a0.4 1.1 a0.7 a0.2

Source: Markit Economics
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should be

considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or

market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of
any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an
appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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