Eurozone downturn deepens in September as price pressures intensify
Key findings:
Flash Eurozone PMI Composite Output Index(1) at
48.2 (Aug: 48.9). 20-month low.
Flash Eurozone Services PMI Activity Index(2) at
48.9 (Aug: 49.8). 19-month low.
Flash Eurozone Manufacturing Output Index(4) at
46.2 (Aug: 46.5). 28-month low.
Flash Eurozone Manufacturing PMI(3) at 48.5 (Aug:
49.6). 27-month low.
Data were collected 12-21 September

The Eurozone economic downturn deepened in
September, with business activity contracting for a third
consecutive month. Although only modest, the rate of
decline accelerated to a pace which, barring pandemic
lockdowns, was the steepest since 2013. Forward-looking
indicators, such as new order inflows, backlogs of work
and future output expectations, point to the decline
gathering further momentum in coming months.
Worsening performances were seen in both manufacturing
and services, with demand falling at steepening rates in
each sector as a result of the rising cost of living and
growing gloom about future prospects.
Soaring energy prices meanwhile added further to
companies’ cost burdens, and also limited production in
some cases, pushing survey price gauges higher to
indicate a renewed acceleration of inflationary pressures.
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The seasonally adjusted S&P Global Eurozone PMI®
Composite Output Index fell from 48.9 in August to 48.2
in September, according to the preliminary ‘flash’ reading
based on approximately 85% of usual survey responses.
The PMI has now registered below the neutral 50.0 level
for three successive months, thereby signalling a continual
economic decline throughout the third quarter, with the rate
of contraction gathering pace in September to reach the
fastest since January 2021. Excluding the pandemic
shocks, the latest reading was the lowest since May 2013.
Manufacturing led the downturn, with factory output falling
for a fourth straight month. Moreover, the rate of decline
quickened slightly to the fastest since May 2020.
Service sector output also fell, down for a second
consecutive month, contracting at a rate not seen since
February 2021. The service sector decline was notable in
being the sharpest since 2013 excluding the falls seen as a
result of pandemic containment measures, led by
steepening losses for travel, tourism, recreation, real estate
and insurance.
By country, as seen throughout the past three months,
Germany recorded reduced activity, with the composite
PMI sinking to 45.9, its lowest since May 2020 and,
excluding the pandemic, its weakest since June 2009.
Besides the initial COVID-19 lockdown in early-2020,
Germany’s service sector decline was also the severest
since June 2009. Manufacturing output continued to fall
across Germany, albeit with the rate of decline moderating
thanks in part to reduced supply chain constraints.
Output rose only modestly in France, the composite PMI
registering 51.2. Although the increase exceeded the nearstalling seen in August, the survey indicated a marked
slowing in French growth during the third quarter compared
to the second quarter. An acceleration of service sector
growth helped offset a deepening manufacturing downturn.
French factories reported a drop in output which, barring
the initial collapse during closures at the start of the
pandemic, was the largest since March 2013.
Elsewhere across the region, output fell for the first time
since February 2021, as a third successive monthly drop in
manufacturing production was accompanied by the first fall
in service sector activity since January.
New orders for goods and services meanwhile fell sharply

for a third straight month, the rate of loss accelerating to a
pace not seen since April 2013 barring periods of
pandemic restrictions. Manufacturing orders fell especially
severely, but service sector new business inflows also fell
at an increased rate, in both cases declining faster than
output to hint at a further acceleration of output losses in
October.

S&P Global Flash Eurozone Manufacturing PMI

Similarly, backlogs of uncompleted orders fell at a
steepening rate, down for a third month in a row. An
accelerated decline in manufacturing was joined by a
renewed fall in services. Such declines point to excess
capacity relative to demand growth.
While employment growth was unchanged during the
month, August’s gain had been the lowest for 17 months.
The recent cooling in the job market reflects increased
caution in respect to hiring amid rising costs and growing
economic uncertainty.

Core v. Periphery PMI Output Indices

Although factory output was again constricted in many
cases by component shortages, with some evidence of
energy market developments also limiting production
capabilities, supplier delivery times lengthened to the
smallest extent since October 2020 amid reports of fewer
component shortages and improved logistics and shipping
in some sectors.
While easing raw material supply constraints helped
alleviate some inflationary pressures, rising energy prices
were widely blamed on a renewed acceleration of input
cost inflation across both manufacturing and services. The
overall increase in costs was the steepest since June.

Commenting on the flash PMI data, Chris Williamson, Chief
Business Economist at S&P Global Market Intelligence said:

Higher cost pressures meant that, after four months of
cooling, the rate of increase of prices charged for goods
and services also accelerated to the sharpest since June
as firms sought to protect margins.

“The early PMI readings indicate an economic contraction of
0.1% in the third quarter, with the rate of decline having
accelerated through the three months to September to signal
the worst economic performance since 2013, excluding
pandemic lockdown months.

Looking ahead, business expectations for the coming year
slumped sharply lower, dropping to the weakest since May
2020 and, excluding the pandemic, the lowest since
November 2012. By far the steepest collapse in confidence
was evident in Germany. In contrast, a slight improvement
in future sentiment was recorded in France and a
comparatively resilient mood was seen in the rest of the
region as a whole, albeit in both cases down sharply from
earlier in the year.

“Germany is facing the toughest conditions, with the
economy deteriorating at a rate not seen outside of the
pandemic since the global financial crisis.

The gloomy outlook principally reflected concerns over
soaring energy prices and the detrimental impact of rising
inflation on firms’ costs and customer demand. Higher
interest rates, the Ukraine war, and ongoing supply chain
shortages were also widely cited, as was a further shift
towards destocking in manufacturing, both among
producers and their customers.

“A eurozone recession is on the cards as companies report
worsening business conditions and intensifying price
pressures linked to soaring energy costs.

“With demand slumping and companies growing increasingly
pessimistic about the outlook, the survey’s forward-looking
indicators point to a steepening economic decline for the
eurozone in the fourth quarter, adding to the likelihood of the
region falling into recession.
“Although there were some signs of supply chain constraints
easing, the focus of concern has clearly shifted away from
supply chains to energy and the rising cost of living, which is
not only hitting demand but also limiting manufacturing
production and service sector activity in some cases.
“The surge in energy costs has meanwhile reignited
inflationary pressures which, having shown some signs of
cooling in prior months amid easing supply shortages, have
reaccelerated.
“The challenge facing policymakers of taming inflation while
avoiding a hard landing for the economy is therefore
becoming increasingly difficult.”
-Ends-

