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IHS Markit Flash Germany PMI®

German PMI slips to seven-month low in January

Key findings:

®  Flash Germany PMI Composite Output Index(?
at 50.8 (Dec: 52.0). 7-month low.

®  Flash Germany Services PMI Activity Index® at
46.8 (Dec: 47.0). 2-month low.

®  Flash Germany Manufacturing Output Index (¥
at 58.6 (Dec: 61.3). 5-month low.

®  Flash Germany Manufacturing PMI® at 57.0
(Dec: 58.3). 4-month low.

Data collected January 12-21

Tougher measures to control the spread of
coronavirus disease 2019 (COVID-19) infections
further depressed activity across Germany’s service
sector at the start of the year, although overall
economic output in the country continued to see
support from growth in the manufacturing sector and
rising goods exports. That was the message from
latest flash’ PMI® data from IHS Markit, which also
showed employment increasing slightly in January
as firms’ expectations for the year ahead improved.

Elsewhere, January’s survey revealed
unprecedented delays on the delivery of inputs to
manufacturers amid growing pressure on supply
chains and widespread freight disruption.

The headline Flash Germany Composite Output
Index fell to 50.8 in January, down from 52.0 in
December and its lowest reading for seven months.
Sector level data showed services activity dropping
for the fourth month in a row, and at a slightly quicker
rate than in December (index at 46.8 from 47.0). The
Manufacturing Output Index remained in growth
territory in January, though slipped to a five-month
low of 58.6 to show a further loss of momentum in
the goods-producing sector.

It was a similar picture for total inflows of new
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business, with a sustained downturn in new work
across the service sector broadly offsetting further —
albeit slower — growth in manufacturing order book
volumes. Despite temporary closures across the
tourism industry and restrictions on travel, German
export business continued to rise in January thanks
to another steep increase in international sales of
manufactured goods. Surveyed firms often
commented on stronger demand from Chinaand the
us.

January saw overall backlogs of work across the
German private sector rise for the sixth month
running. The rate of accumulation was only modest,
however, as an increase inthe manufacturing sector
contrasted a further decline across services.

Employment across Germany’s private sector crept
higher in January, reversing the slight decline seen
at the end of 2020 and marking the second rise in
the past three months. The increase was driven by
an acceleration in the rate of job creation across the
service sector to the quickest seensince before the
outbreak of COVID-19 last March. At the same time,
the drag from falling factory workforce numbers
eased, with manufacturers reporting the slowest
decline in employment since June 2019.

Confidential | Copyright ©2021 IHS Markit Ltd

Page 1 0of3



< PMI
///\\\\ By IHS Markit

The situation in the labour market was helped by a
further in improvementin business expectations
towards activity over the next 12 months. The overall
degree of optimism was the highest for almost three
years, with businesses hopeful that the loosening of
restrictions later in the year would help drive a
recovery in economic activity and demand.
Confidence improved in both monitored sectors, with
sentimentin manufacturing increasing to the highest
on record (data collection for this series started in
July 2012).

Elsewhere, latest data showed a stagnation in
average prices charged for goods and services in
January. However, this masked growing upward
pressure on costs faced by businesses, especially
goods producers. Purchase price inflation in the
manufacturing sector accelerated sharply to the
guickest since July 2018.

The steep risein prices faced by manufacturers was
partly linked to growing strain across supply chains,
with surveyed businesses highlighting a combination
of increasing demand for inputs, shortages and
bottlenecks arising from limited freight capacity and a
lack of available shipping containers. Notably,
average lead times on purchases showed the
greatestincrease in the series history (since April
1996).

News Release

Comment

Commenting on the flash PMI data, Phil Smith,
Associate Director at IHS Markit said:

“There were few surprises from January’s flash
Germany PMI release, with the manufacturing data
remaining strong but showing a slight loss of
momentum, while services activity was further
depressed by the lockdown measures introduced in
the middle of December.

“All in all, the German economy has made a slow
start to the year, and the extension of the current
containment measures until at least mid-February
means this looks like being the picture for several
more weeks to come.

‘Manufacturing remains a relative bright spot, aided
by a sustained upturn in goods exports.
Manufacturers are brimming with confidence about
the outlook, with output expectations in the sector
now at a record high. They are seemingly
undeterred by the growing troubles on the supply
side, as reports of delays on the delivery of inputs
reached an unprecedented level in January. We
are, however, seeing a corresponding surge in
firms’ costs, though still no sign of broader
inflationary pressures as average output prices
stagnated.”

-Ends-
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For further information, please contact:

IHS Markit

Phil Smith, Associate Director
Telephone +44-1491-461-009
Email: phil.smith@ihsmarkit.com

News Release

Katherine Smith, Public Relations
Telephone +1-7813-019-311
Email katherine.smith@ihsmarkit.com

Note to Editors:
Final January data are published on 1 February for manufacturing and 3 February for services and composite indicators.

The Germany PMI (Purchasing Managers' Index)is produced by IHS Markit and is based on original survey data collected froma
representative panel of around 800 companies based in the German manufacturing and service sectors. The flash estimate is based on
around 85% of total PMI survey responses each monthand is designedto provide an accurate advance indication of the final PMI data.

The average differences betweenthe flash andfinal PMI index values (final minus flash) since comparisons were first available in January
2006 are as follows (differences in absolute terms provide the better indication of true variation while average differences provide a better
indication of any bias):

Average Average difference
Index difference in absolute terms
Germany Composite Output Index? 0.0 0.4
Germany Manufacturing PMI® 0.0 0.3
Germary Services Business Activity Index? -0.1 0.6

The Purchasing Managers’ Index® (PMI®) survey methodology has developed an outstanding reputation for providing the most up-to-date
possible indication of what is really happening in the private sector economy by tracking variables such as sales, employment, inventories
and prices. The indices are widely used by businesses, governments and economic analysts in financial institutions to help better
understand business conditions and guide corporate and investmentstrategy. In particular, central banks in many countries (includingthe
European Central Bank) use the datato help make interest rate decisions. PMI® surveys are the first indicators of economic conditions
published each month and are therefore available well ahead of comparable data produced by government bodies.

IHS Markit do not revise underlying survey data after first publication, but seasonal adjustmentfactors may be revised fromtime to time as
appropriate which will affect the seasonally adjusted data series. Historical data relating to the underlying (unadjusted) numbers, first
published seasonally adjusted series and subsequently revised dataare available to subscribers from IHS Markit. Please contact
economics@ihsmarkit.com.

Notes

1. The Composite Output PMI is a weig hted average of the Manufacturing Output Index and the Services Business Activity Index.

2. The Services Business Activity Index is the direct equivalent of the Manufacturing Output Index, based on the survey question “Is the level of business activity at your company higher,
the same or lower than one month ago?”

3. The Manufacturing PMI is a composite index based on a weighted combination of the following five survey variables (weights shown in brackets): new orders (0.3); output (0.25);
employment (0.2); suppliers’ delivery times (0.15); stocks of materials purchased (0.1). The delivery times index is inverted.

4. The Manufacturing Output Index is based on the survey question “Is the level of production/output at your company higher, the same or lower than one month ago?”

About IHS Markit (www.ihsmarkit.com)

IHS Markit (NYSE: INFO) is a world leader in critical information, analytics and solutions for the majorindustries and markets that drive
economies worldwide. The company delivers next-generationinformation, analytics and solutions to customers in business, finance and
government, improving their operational efficiency and providingdeep insights that lead to well-informed, confident decisions. IHS Markit
has more than 50,000 business and government customers, including 80 percent of the Fortune Global 500 and the world’s leading financil
institutions.

IHS Markit is a registered trademark of IHS Markit Ltd. and/or its affiliates. Allother company and product names may be trademarks of their
respective owners © 2021 IHS Markit Ltd. Allrights reserved.

If you prefer notto receive news releases from IHS Markit, please email katherine.smith@ihsmarkit.com. To read our privacy policy, click
here.

About PMI

Purchasing Managers’ Index® (PMI®) surveys are now available for over 40 countries and also for key regions including the eurozone. They
are the most closely-watched business surveys in the world, favoured by central banks, financial markets and business decision makers for
their ability to provide up-to-date, accurate and often unique monthly indicators of economic trends. To learn more go to
https://ihsmarkit.com/products/pmi.html .

Theintellectual property rights to the Flash Germany PMI®provided herein are owned by or licensed to IHS Markit. Any unauthorised use, including
but notlimited to copying, distributing, transmitting or otherwise ofany dataappearing isnot permitted without IHS Markit's prior consent. IHS
Markit shall not have any liability, duty or obligation for or relating to the content or information (“data”) contained herein, any errors, inaccuracies,
omissions ordelays inthe data, orforany actions takeninreliance thereon. Inno event shall IHS Markit be liable for any special, incidental, or
consequential damages, arising out ofthe use of the data. Purchasing Managers' Index®and PMI® are either registered trade marks of Markit
Economics Limited or licensed to Markit Economics Limited. IHS Markit is a registered trademark of IHS MarkitLtd. and/or its affiliates.
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