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Eurozone: confidence decreases in the services sector
The composite PMI in the eurozone decreased by 0.5 points to 53.4 in May, according to Markit's flash
estimate, in line with our forecasts (BBVA Research: 53.6; consensus: 53.9), while the average of the
second quarter so far recorded an improvement of 0.3 points over the figure for 1Q15. The behaviour of the
index in May was due to the decline in confidence for the services sector by 0.8 points to 53.3, that was not
offset by the increase in the manufacturing sector, growing to 52.3 (from 52 in April). Analysing the sub-
indices, the moderation of these indicators could be maintained in June as new orders received, especially
in business, have risen at a slower pace, backlogs of work decreased again and business expectations
worsened. However, employment has increased at the fastest rate in four years, since the companies
believe that the depreciation of the euro will favour the export sector in the coming months, easing some
doubts of a possible negative impact, greater than anticipated, of the slowdown in emerging economies.
Furthermore, while the German data are a bit disappointing, the economic situation on the periphery
continues to strengthen.
Although information for 2Q15 is limited to confidence data, the slight improvement in the PMI so far this
quarter suggests that the growth rate could be consolidated or could even accelerate slightly, in line with our
scenario that envisages quarterly GDP growth of 0.4-0.5% QoQ in 2Q15. 
Regarding the PMI’s indicators of inflation trends, the rising price of oil and imported products (linked to the
depreciation of the euro) as well as wage costs might be starting to move to the final prices. However, we
can highlight clear differences by country: while in Germany the companies have begun to pass on the costs
linked to wage increases and the depreciation of the euro to consumer prices, in France price adjustments
continue.

 

The activity is slowing in Germany and gains some traction in France, while the
momentum on the periphery persists
The German composite PMI has dropped substantially in May (from 54.1 to 52.8 points), recording a deeper
fall in the services sector than in manufacturing, with new orders (internal and external) and business
expectations increasing at a slower pace. However, despite the reduction of backlogs of work and rising staff
costs, German companies continue to create jobs, especially in the service sector.
For the fourth consecutive month, the composite PMI in France remains above the threshold of 50 (from
50.6 in April to 51). The May improvement is the result of an increased services index (+0.2 points to 51.6),
especially in its business expectations and backlogs of work components, and a less negative value of the
manufacturing sector (+1.3 points to 49.3), mainly due to the increase in new export orders. Albeit slow, job
creation continues for the third consecutive month.
 With respect to the periphery, the press release stressed that the momentum continues, with confidence
rising at high rates and a remarkable level of job creation.
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Figure 1

Eurozone, Germany and France’s PMIs

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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