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Markit PMI surveys
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PMI overview

“We are always, as it were, looking up a train in last year’s Bradshaw”“We are always, as it were, looking up a train in last year’s Bradshaw”

Official data weaknesses:

Harold MacmillanHarold Macmillan

 Poor coverage of the whole economy
 Often infrequent with delay in publication
 Revision prone

Lead to:
 Policy errors
 Investment allocation errorsInvestment allocation errors
 Business decision errors

Objectives:
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To provide the earliest, most accurate and most comprehensive
suite of economic indicators



UK Economic Data



Markit PMI surveys

“Three cheers for NTC Research [now Markit Economics] which 
yesterday published the first ever survey on activity in the 
service industries and can therefore be fairly described asservice industries…and can therefore be fairly described as 
world leaders in the field.

“It should be noted that virtually no other country provides muchIt should be noted that virtually no other country provides much 
in the way of statistics on service industries and even the 
NAPM [now ISM] in America has not yet got around to issuing 
its own report on services.”p

The [London] Times, April 4 1997
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Markit PMI surveys

Eurozone PMI
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PMI expansion since 2010

30+
C t i d

83%
Global GDP

22,000+
C i d thCountries covered Global GDP Companies surveyed every month

 PMI coverage 2010
 PMI launches 2011-15
 PMI expansion pipeline

City PMI:
 London
 Dublin
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Dublin
 Dubai
 Istanbul



Markit PMI surveys

MethodologyMethodology
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Markit PMI surveys

China manufacturing PMI panel composition* 0% 5% 10% 15% 20% 25%China manufacturing PMI panel composition

Small Medium Large All
Food & Drink 3.7% 3.0% 2.3% 9.1%

Company size

0% 5% 10% 15% 20% 25%

Food & Drink

Other

Other 4.9% 3.0% 2.1% 10.0%
Textiles & Clothing 3.0% 1.9% 1.2% 6.1%
Electrical 2.6% 2.8% 3.7% 9.1%
Chemicals & Plastics 5.8% 3.3% 2.1% 11.2%

Textiles &
Clothing

Electrical

Chemicals &
Pl ti

Transport 1.4% 1.6% 2.3% 5.4%
Timber & Paper 1.9% 0.7% 0.7% 3.3%
Basic Metals 4.9% 2.6% 6.8% 14.2%
Mechanical Engineering 3.5% 1.9% 1.2% 6.5%

Plastics

Transport

Timber &
Paper

ec a ca g ee g 3 5% 9% % 6 5%
Extraction & Energy 5.8% 6.1% 13.3% 25.2%
All 37.5% 26.8% 35.7% 100.0%

* Data show % of all industry accounted for by 

Basic Metals

Mechanical
Engineering

Extraction &
Energy
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sector/company size. Data based on weights derived 
from official  (NBS) production statistics.

Energy



Markit PMI surveys

China services PMI panel composition*

0% 3% 6% 9% 12% 15%

Hotels & Restaurants

China services PMI panel composition
Small Medium Large All

Hotels & Restaurants 1.6% 4.2% 3.3% 9.1%
Land Transport, incl pipelines 1.4% 3.7% 4.4% 9.6%
Water Transport 0.2% 0.9% 3.0% 4.2%

Company size
Land Transport, incl pipelines

Water Transport

Air Transport

Aux .Transport Activ ities/Trav el Agents

Post & Telecoms
Air Transport 0.0% 0.0% 2.1% 2.1%
Aux.Transport Activities & Travel Agents 1.6% 3.7% 1.6% 7.0%
Post & Telecoms 0.2% 0.9% 6.3% 7.5%
Financial excl insurance & pensions 0.2% 1.9% 9.6% 11.7%
Insurance & Pension Funding 0.0% 1.2% 2.3% 3.5%
Auxiliary Financial Activities 0.0% 0.2% 0.0% 0.2%
R l E t t A ti iti 4 9% 8 6% 1 4% 14 9%

Post & Telecoms

Financial ex cl insurance & pensions

Insurance & Pension Funding

Aux iliary  Financial Activ ities

Real Estate Activ ities
Real Estate Activities 4.9% 8.6% 1.4% 14.9%
Renting of Machinery & Equipment 0.0% 0.0% 0.0% 0.0%
Computer & Related Activities 0.7% 0.9% 0.9% 2.6%
Research & Development 0.0% 0.2% 0.2% 0.5%
Other Business Services 3.5% 4.9% 5.4% 13.8%
Education 0.2% 0.5% 0.2% 0.9%
Health & Social Work 0 0% 0 2% 0 5% 0 7%

Renting of Machinery  & Equipment

Computer & Related Activ ities

Research & Dev elopment

Other Business Serv ices

Ed cationHealth & Social Work 0.0% 0.2% 0.5% 0.7%
Sewage & Refuse Disposal 0.2% 0.7% 0.2% 1.2%
Other Activities of Member Organisations 0.5% 0.2% 0.0% 0.7%
Recreational, Cultural & Sporting 1.2% 2.8% 2.3% 6.3%
All Other Services Activities 1.9% 1.4% 0.5% 3.7%
All 18.4% 37.3% 44.3% 100.0%

Education

Health & Social Work

Sew age & Refuse Disposal

Membership Organisations

Recreational, Cultural & Sporting
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* Data show % of all industry accounted for by 
sector/company size. Data based on weights derived 
from official (NBS) national accounts statistics.

All Other Serv ices Activ ities



PMI questions asked

Survey questions ask respondents to compare the situation in the 
current month with that of the previous month
For example: Is the level of output at your company higher, the same or lower 
than one month ago?

Manufacturing

Output
New orders

Composite

Output/business activity
New business

Services

Business activity
New businessNew orders

Backlogs of work
Employment
Input prices
Output prices

New business
Outstanding business
Employment
Input costs
Output prices

New business
Outstanding business
Employment
Input costs
Prices charged

Quantity of purchases
Suppliers’ delivery times
Stocks of purchases
Stocks of finished goods
New export orders

Future expectations

\ 13

New export orders



PMI calculation

Index calculation

Weights used for index:

% responding higher = 1.0

Index calculation

50.0 = no change from previous month:

Increase on
previous
month

p g g
% responding no change = 0.5
% responding lower = 0.0

Key points: 60.0

70.0

Key points:

– index measures month-on-month changes

– index reading of 50.0 = no change from
previous month

50.0

Decrease on 
previous 
month

p
– any index reading above 50.0 indicates

growth
– any index reading below 50.0 indicates

contraction

40.0

30.0
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monthcontraction



PMI surveys

Monthly scheduley

– Questionnaires answered in the second half of the month
Typically a response rate of 75%– Typically a response rate of 75%

– PMI data released at the beginning of the following month

– Flash PMI [Eurozone, US, Japan and China] data are an early release of the final data, 
published usually one week in advance

– Flash PMI data typically based on 80% of total questionnaire responsesFlash PMI data typically based on 80% of total questionnaire responses
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Markit PMI surveys

Interpreting the dataInterpreting the data
GDP
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Markit PMI surveys: Global Overview

Global economic growthg
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Markit PMI surveys: Global Overview

Developed world Emerging Marketsp g g
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GDP nowcasting

GDP nowcasting using the PMI – eurozone 40 = ‐1.2
41 = ‐1 1g g

85% correlation with GDP, using quarterly ave of PMI
GDP quarterly % change = (PMI x 0.1183) -5.93

41 = 1.1
42 = ‐1.0
43 = ‐0.8
44 = ‐0.7
45 = ‐0.6
46 = ‐0.5
47 = ‐0.4
48 = ‐0.3
49 = ‐0.1
50 = 0.0
51 = 0.1
52 = 0.2
53 = 0.3
54 0 554 = 0.5
55 = 0.6
56 = 0.7
57 = 0.8
58 = 0.9
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58 0.9
59 = 1.0
60 = 1.2



GDP nowcasting

Even earlier GDP nowcasts – eurozone
Growth rate indicated by the PM for 1st two months of quarter has never diverged from 
signal from full quarter PMI average by more than +/-0.1%.

See also ECB paper “See also ECB paper “NowcastingNowcasting: : 
Trust the Purchasing Managers’ Trust the Purchasing Managers’ 
Index or wait for the flash GDP Index or wait for the flash GDP 
estimate?” by Gabe Jacob estimate?” by Gabe Jacob 
available here:available here:
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available here: available here: 
http://http://econpapers.repec.org/papereconpapers.repec.org/paper
/ekd002672/3896.htm/ekd002672/3896.htm



GDP nowcasting

US GDP nowcastingg
Markit (80%) ISM (78%)
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GDP nowcasting

US manufacturingg
Markit (92%) ISM (86%)
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GDP nowcasting

US services
Markit ISM
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Markit PMI surveys: Global Overview

Brazil GDP Russia GDP
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Markit PMI surveys

China
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PMI surveys

China
Manufacturing output Services output

\ 26



Markit PMI surveys

China retail sales
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GDP nowcasting

Hong Kongg g
88% correlation with GDP, PMI acting with a lead of two months
GDP annual % change = (PMI x 0.0088) -0.41
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Markit PMI surveys: Global Overview

Taiwan GDP S Korea GDP
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Markit PMI surveys

Interpreting the dataInterpreting the data
GDP – focus on the UK
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GDP nowcasting

GDP nowcasting – UK PMI v ‘latest final’ estimatesg

64% 64% 
correlationcorrelation
(65% (65% using using (( gg
quarterly PMI quarterly PMI 
average)average)
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GDP nowcasting

GDP nowcasting – what are we targeting?g g g
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GDP nowcasting

GDP nowcasting – UK PMI v month three estimatesg

80% 80% 
correlationcorrelation
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GDP nowcasting

GDP nowcasting – UK PMIg
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GDP nowcasting

GDP nowcasting – using services expectationsg g p

\ 35
GDP GVA excl oil & gas GDP (month 3 estimate)

All sector PMI 0.647 0.641 0.786
All sector PMI (services future) 0.710 0.694 0.748



Markit PMI surveys
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Markit PMI surveys
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Markit PMI surveys

New orders to inventory ratio
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Markit PMI surveys
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Market Update

UK construction revisions
Start of 2015 End of 2014
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Market Update

UK construction – proxy indicatorp y
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Markit PMI surveys

UK exports p
PMI survey BCC survey
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Markit PMI surveys

UK exportsp
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Markit PMI surveys
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Markit PMI surveys

Interpreting the dataInterpreting the data
Policy
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Markit PMI surveys
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Markit PMI surveys
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Markit PMI surveys

ECB policy and the PMIECB policy and the PMI
Business activityBusiness activity Price pressuresPrice pressures

\ 48



Markit PMI surveys

ECB policy and the PMIECB policy and the PMI
PMI price pressures and inflationPMI price pressures and inflation
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Markit PMI surveys

Suppliers’ delivery timesSuppliers’ delivery times
China PMI price pressures and inflationChina PMI price pressures and inflation
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Markit PMI surveys

Interpreting the dataInterpreting the data
Employment
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GDP nowcasting

Employment – USp y

Sector coverage PMI index used Correlation Adj R2 SE
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Sector coverage PMI index used Correlation Adj. R2 SE

Whole economy Weighted composite PMI Employment Index 0.68 0.70 57
Private sector Weighted composite PMI Employment Index 0.86 0.73 50
Services Services PMI Employment Index 0.72 0.65 39
Manufacturing* Manufacturing PMI Employment Index 0.96 0.92 17



GDP nowcasting

Employment – Eurozonep y
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GDP nowcasting

Employment – Francep y
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GDP nowcasting

Employment – UKp y
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Markit PMI surveys

Detailed sector dataDetailed sector data 
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Markit PMI surveys

Global PMI Sector rankings
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Profitability indicators

2 0
Margin indicator (prices charged index minus input cost index YTD)
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Asset allocation models

Specific sector
change (e.g. autos)

Mean change 
for all sectors

Composite index:

• Prices charged (one month 
change)change)

• New orders (three month 
change)

• New orders (latest relative to 
historical average)historical average)

• Backlogs of work (latest 
relative to past 12 months)

SD for all index values that month

High score = outperformance in terms of growth momentum
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High score = outperformance in terms of growth momentum
Low score = underperformance in terms of growth momentum



Custom indices
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Markit PMI surveys

Detailed regional dataDetailed regional data 
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Markit PMI surveys

UK regional PMIs
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Markit PMI surveys

UK regional PMIs
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What’s new and what’s next?

New PMI surveys:

 Just launched: Asian sectors, Kenya, Malaysia, Singapore

 Coming: Nigeria, Ghana, Thailand, Philippines, MyanmarComing: Nigeria, Ghana, Thailand, Philippines, Myanmar
US regions and N American sectors 

U i PMI d t iUsing PMI data in new ways:

 Global growth asset allocation models
 Sector rotation modelsSecto otat o ode s
 GDP factors and nowcasting
 Derived proxy indices (e.g. construction)
 Profit(ability) factors
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Product development: other surveys

Other Markit surveys
Recruitment 
industry

Bellwether / 
marketing

Commercial 
property

Household 
finances

House price 
sentiment

KPMG

Recruitment consultants

IPA

Marketing professionals

Savills

Developers + contractors

No sponsor

Households

Knight Frank

HouseholdsRecruitment consultants

History to 1998

UK only

Marketing professionals

History to 2002

UK only

Developers + contractors

History to 2005

UK only

Households

History to 2009

UK only

Households

History to 2010

UK only
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Latest trends

For updates read our commentary
on www markit comon www.markit.com
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Thank you.Thank you.



Disclaimer

The information contained in this presentation is confidential. Any unauthorised use, disclosure, reproduction or dissemination, in full or in part, in 
any media or by any means, without the prior written permission of Markit Group Holdings Limited or any of its affiliates ("Markit") is strictly 
prohibited.

Opinions, statements, estimates and projections in this presentation (including other media) are solely those of the individual author(s) at the time 
f iti d d t il fl t th i i f M kit N ith M kit th th ( ) h bli ti t d t thi t ti i thof writing and do not necessarily reflect the opinions of Markit. Neither Markit nor the author(s) has any obligation to update this presentation in the 

event that any content, opinion, statement, estimate or projection (collectively, "information") changes or subsequently becomes inaccurate.

Markit makes no warranty, expressed or implied, as to the accuracy, completeness or timeliness of any information in this presentation, and shall 
not in any way be liable to any recipient for any inaccuracies or omissions. Without limiting the foregoing, Markit shall have no liability whatsoever 
to any recipient, whether in contract, in tort (including negligence), under warranty, under statute or otherwise, in respect of any loss or damage 
suffered by any recipient as a result of or in connection with any information provided, or any course of action determined, by it or any third party,suffered by any recipient as a result of or in connection with any information provided, or any course of action determined, by it or any third party, 
whether or not based on any information provided.

The inclusion of a link to an external website by Markit should not be understood to be an endorsement of that website or the site's owners (or their 
products/services). Markit is not responsible for either the content or output of external websites.

Copyright ©2014, Markit Group Limited. All rights reserved and all intellectual property rights are retained by Markit.


