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Euro area economy grows at strongest pace since May 2022 as service
sector rebound gathers momentum
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HCOB Eurozone Composite PMI Output Index at 54.1(Mar: 53.7). 11-month high.

HCOB Eurozone Services PMI Business Activity Indexat 56.2 (Mar: 55.0).12-month high.

Input cost inflation slows to 26-month low

The eurozone economy recorded a
further monthly expansion in economic
activity at the start of the second quarter,
extending the expansionary sequence
seen since the start of 2023, the latest
HCOB PMI® survey showed. In fact,
growth strengthened to an 11-month
high, signalling a further gaining of
momentum following accelerated
upturns in both February and March.

April’s robust increase in output solely
reflected growth in services activity,
however, as manufacturing production
fell for the first time since January.
Similarly, a strong improvement in
demand for services offset beleaguered
manufacturing sector order books, which
shrank again.

Nevertheless, euro area employment
growth picked up to just shy of a
one-year high, while inflationary
pressures continued to subside. Input
price pressures, albeit still historically
sharp, eased to a 26-month low. Output
prices were subsequently lifted to the
softest extent in two years.

HCOB Eurozone Composite PMI Output Index
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The seasonally adjusted HCOB
Eurozone Composite PMI Output

Index increased to 54.1in April from
53.7in March. The latest survey results
confirmed a fourth consecutive

month where the headline index has
been above the crucial 50.0 level

and therefore indicative of growth in
business activity. Moreover, April’s
expansion was the fastest in nearly a year
as the upturn gathered momentum for a
third month in a row.

Of the countries with Composite PMI
data available (which together account
for around 78% of eurozone private
sector output), the latest HCOB survey
showed broad-based growth in April.
Spain was once again the fastest-
growing euro area economy, although
the expansion did ease slightly from
March’s 16-month high. Italy registered a
strong upturnin April, with growth close
to a one-and-a-half-year high. Stronger
momentum was also seen in the euro
area’s largest economy, Germany, which
compared with a softer and modest
expansion in France.

© 2023 S&P Global



HCOB Eurozone Composite PMI®

Contents

Overview

Comment

Composite PMI chart summary
Eurozone Services PMI
International PMI

Survey methodology

Furtherinformation

PMI

by S&P Global

Overview continued

Supporting greater euro area business
activity levels in April were improving
demand conditions. New order inflows
picked up for a third consecutive month,
rising moderately and at the quickest
pace since May 2022. That said, higher
new business was limited to domestic
sources, according to the latest survey
data, as new export orders* fell for a
fourteenth month in a row. The decline
in sales to foreign customers did ease,
however, to the weakest in close to a
year.

Notably, the rise in business activity
continued to outpace that seen for new
orders. Consequently, April survey data
highlighted a reduction in companies’
backlogs of work, the ninth in the past
ten months. Firms were able to tackle
their unfilled orders thanks to a further
expansion in capacity as employment
across the eurozone increased for a
twenty-seventh successive survey
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period. The rate of job creation picked up
to the strongest since May last year.

The sustained sequence of strong

hiring activity was reported as a factor
behind April’s steep rise in operating
expenses. According to firms, rising
wage costs underpinned another month
of increasing input costs. That said, the
rate of inflation eased to a 26-month
low. Output prices were raised further as
companies looked to share higher cost
burdens with their clients. The overall
rate of increase was the weakest in two
years but remained historically sharp.

Euro area businesses remained
optimistic towards the next 12 months,
with growth expectations roughly in line
with their long-run average. However,
the degree of positivity weakened
slightly to a three-month low.
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Composite PMI Output Index
by nation
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Sources: HCOB, S&P Global, Eurostat.

Composite PMI Output Index by nation
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“Italy and Spain are currently the main
driving forces behind service sector
growth in the eurozone. This is shown
by the HCOB PMl indices in April,
which also signal expansion in Germany
and France, but show particular
strength in the two southern European
countries. Here, the greater importance
of tourism in these states is probably
making itself felt, helping them benefit
from the generally observed travel
boom.

“The services sector is in robust shape
across the eurozone, which is also
reflected in the fact that companies
are able to pass on at least some of
the inflation in intermediate inputs

to customers. This is signalled by the
HCOB PMl price indices, which are
well above 50.0 and have only eased

Composite PMI Output Index by sector
B Manufacturing
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slightly from their peaks last year.

"Services firms' confidence is reflected
not only in the solid index reading for
business expectations, but also in the
fact that firms increased their staffing
levels more than the previous month,
according to the PMI survey. This is also
matched by the fact that new business
increased at an accelerated pace,
across all four major euro countries.

"One fly in the ointment that cannot
be entirely ignored, however, is that
the eurozone order backlog grew at

a weaker pace, nearly stagnating in
Germany and falling slightly in Italy.
Across all HCOB PMl indicators,
however, everything suggests that
growth in the eurozone services sector
will continue in the months ahead."
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Composite PMI chart summary
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HCOB Eurozone Services PMI

The HCOB Eurozone Services PMI
Business Activity Index recorded 56.2

in April, up from 55.0 in March to signal
the strongest expansion in service sector
activity in a year. The latest upturn was
the fourth in as many months and well
above that seen on average across the
survey history (since 1998).

Higher demand for eurozone services
boosted activity levels during April. New
order intakes rose at a similarly-strong
rate to that of output. The increase in
new business was likewise the strongest
in precisely one year. Backlogs of work
also rose, marking a third successive
pick-up in outstanding business.
Companies stepped up their efforts to
boost capacity, with employment levels
rising at the sharpest pace since May
2022.

Meanwhile, price pressures subsided
during April, although rates of inflation
for both output charges and input costs
remained well above long-run trends.
For example, the latest rise in selling
prices, albeit the weakest in 14 months,
was greater than anything seenin the
survey history prior to February 2022.

Finally, service sector business
confidence slipped to a three-month low
in April.
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Business Activity Index by nation
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Future Activity Index
>50 = growth expected over next 12 months
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International PMI

Composite Output Index, Mar ‘23
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The Composite Output Index is a GDP-weighted average of the
Manufacturing Output Index and the Services Business Activity Index.
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Survey methodology

The HCOB Eurozone Composite PMI®is
compiled by S&P Global from responses
to questionnaires sent to survey panels of

‘Composite PMI’ but is not comparable
with the headline Manufacturing PMI,
which is a weighted average of five

Survey questions
Services sector

Manufacturing sector

manufacturers in Germany, France, ltaly, manufacturing indices (including the Business Activity Output

Spain, the Netherlands, Austria, Ireland Manufacturing Output Index). New Business New Orders

and Greece, and of service providersin . . . . . New Export Business New Export Orders
The headline services figure is the Services Future Activity Future Output

Germany, France, Italy, Spain and Ireland,
totalling around 5,000 private sector

Business Activity Index. This is a diffusion
index calculated from a single question

Employment

Employment

companies. The panels are each stratified SIS eSS BrdbeEE e
bvd pt | d. X P d f that asks for changes in the volume of Input Prices Input Prices
y detalied sector and company workforce business activity compared with one Prices Charged Output Prices

size, based on contributions to each
country’s GDP.

Survey responses are collected in the
second half of each month and indicate
the direction of change compared to

the previous month. A diffusion index

is calculated for each manufacturing

and services survey variable, at the
country level. The index is the sum of the
percentage of ‘higher’ responses and half
the percentage of ‘unchanged’ responses.
The indices vary between O and 100, with
areading above 50 indicating an overall
increase compared to the previous month,
and below 50 an overall decrease. The
indices are then seasonally adjusted.

Eurozone level indices for manufacturing
and services are calculated by weighting
together the country indices using national
manufacturing and services annual value
added*. Composite eurozone level indices
are calculated by weighting comparable
manufacturing and services indices using
eurozone manufacturing and services
annual value added *.

The headline composite figure is the
Composite Output Index. Thisisa
weighted average of the Manufacturing
Output Index and the Services Business
Activity Index. It may be referred to as the

Sector coverage

month previously. The Business Activity
Index is comparable to the Manufacturing
Output Index. It may be referred to as the
‘Services PMI’ but is not comparable with
the headline Manufacturing PMI.

Underlying survey data are not revised
after publication, but seasonal adjustment
factors may be revised from time to time as
appropriate which will affect the seasonally
adjusted data series.

*Source: Eurostat.

For further information on the PMl survey
methodology, please contact
economics@ihsmarkit.com.

Survey dates
Data were collected 10-25 April 2023.

PMI data include responses from companies operating in sectors classified according to the following ISIC Rev.3 codes:

Index calculation

% "Higher" + (% "No change")/2

Index interpretation
50.0 = no change since previous month
60 2 3

551 4

50

45

40

1Growth

2 Growth, faster rate

6 Decline, from no change

7 Decline, faster rate
3 Growth, same rate 8 Decline, same rate
4 Growth, slower rate 9 Decline, slower rate

5 No change, from growth 10 No change, from decline

SERVICES MANUFACTURING

55 Hotels & Restaurants 72 Computer Services 15 Food and beverages 26 Other non-metallic mineral products
60 Land Transport and Pipelines 73 Research and Development 16 Tobacco products 27 Basic metals

61 Water Transport 74 Other Business Activities 17 Textiles 28 Fabricated metal products

62 Air Transport 80 Education 18 Wearing apparel 29 Machinery and equipment n.e.c.

63 Supporting Transport Activities 85 Health Care 19 Leatherandrelated products 30 Office machinery and computers

64 Post and Telecommunications 91 Membership Organisations 20 Wood and wood products 31 Electrical equipment

65 Banking 92 Recreational, Cultural and Sporting 21 Paperand paper products 32 Communication equipment

66 Insurance and Pensions Activities 22 Printing and reproduction of recorded media 33 Medical, precision and optical instruments
67 Other Financial Services 8 Oilher SarER ARIREs 23 Coke and refined petroleum products 34 Motor vehicles, trailers and semi-trailers
70 Real Estate 24 Chemicals and chemical products 35 Othertransport equipment

71 Renting of Goods

25 Rubber and plastic products

36 Other manufacturing
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Index summary

Composite (manufacturing and services)
sa, 50 = no change over previous month. *50 = no change over next 12 months.

Output New Business New Export Business  Future Output* Employment Outstanding Business
122 47.8 458 43.0 533 51.8 46.8
1222 493 47.0 441 55.5 51.9 47.6
0123 50.3 489 45.6 60.4 523 481
0223 52.0 50.6 445 612 52.0 495
0323 53.7 52.0 471 60.5 533 50.0
0423 541 525 47.3 60.4 545 494
Services
sa, 50 = no change over previous month. *50 = no change over next 12 months.
Business Activity New Business New Export Business  Future Activity* Employment Outstanding Business
122 48.5 477 46.7 549 51.7 48.6
1222 49.8 48.4 475 56.1 51.9 49.0
0123 50.8 50.1 478 612 523 495
0223 52.7 522 475 62.0 51.9 514
03723 55.0 542 51.0 61.5 53.8 525
0423 56.2 554 532 612 55.6 51.9
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cyrus.delarubia@hcob-bank.com
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Input Prices Output Prices
77 62.7
68.9 611
66.3 61.9
655 60.8
62.6 581
60.9 56.8

Input Prices Prices Charged
743 62.3
71.8 61.0
70.1 62.0
71.0 61.8
685 59.8
672 58.7

Sabrina Mayeen

Corporate Communications

T: +44-796-744-7030
sabrina.mayeen@spglobal.com

About Hamburg Commercial Bank

Hamburg Commercial Bank (HCOB) is a private commercial bank and specialist financier
headquartered in Hamburg, Germany. The bank offers its clients a high level of structuring
expertise in the financing of commercial real estate projects with a focus on Germany as well as
neighboring European countries. It also has a strong market position in international shipping.
The bank is one of the pioneers in European-wide project financing for renewable energies and
is also involved in the expansion of digital and other areas of important infrastructure. HCOB
offers individual financing solutions for international corporate clients as well as a focused
corporate client business in Germany. The bank’s portfolio is completed by digital products and
services facilitating reliable, timely domestic and international payment transactions as well as
for trade finance.

Hamburg Commercial Bank aligns its activities with established ESG (Environment, Social, and
Governance) criteria and has anchored sustainability aspects in its business model. It supports
its clients in their transition to a more sustainable future.

The bank's specialists are as experienced as they are pragmatic. They act in a reliable manner
and at eye level with their customers. They provide in-depth advice in order to jointly find
efficient solutions that are a perfect fit - for complex projects in particular. Tailor-made
financing, a high level of structuring and syndication expertise and many years of experience are

just as much a hallmark of the bank as are our profound market and sector expertise.
www.hcob-bank.de

Disclaimer

About S&P Global

S&P Global (NYSE: SPGI) S&P Global provides essential intelligence. We enable governments,
businesses and individuals with the right data, expertise and connected technology so that
they can make decisions with conviction. From helping our customers assess new investments
to guiding them through ESG and energy transition across supply chains, we unlock new
opportunities, solve challenges and accelerate progress for the world.

We are widely sought after by many of the world’s leading organizations to provide credit
ratings, benchmarks, analytics and workflow solutions in the global capital, commodity and
automotive markets. With every one of our offerings, we help the world’s leading organizations

plan for tomorrow, today. www.spglobal.com

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.

www.spglobal.com/marketintelligence/en/mi/products/pmi.html

The intellectual property rights to the data provided herein are owned by or licensed to S&P Global and/or its affiliates. Any unauthorised use, including but not limited to copying, distributing,
transmitting or otherwise of any data appearing is not permitted without S&P Global’s prior consent. S&P Global shall not have any liability, duty or obligation for or relating to the content or
information (“data”) contained herein, any errors, inaccuracies, omissions or delays in the data, or for any actions taken in reliance thereon. In no event shall S&P Global be liable for any special,

incidental, or consequential damages, arising out of the use of the data. Purchasing Managers’ Index~ and PMI

Economics Limited and/or its affiliates.

are either registered trade marks of Markit Economics Limited or licensed to Markit

This Content was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of S&P Global. Reproduction of any information, data or material,
including ratings (“Content”) in any form is prohibited except with the prior written permission of the relevant party. Such party, its affiliates and suppliers (“Content Providers”) do not guarantee

the accuracy, adequacy, completeness, timeliness or availability of any Content and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results
obtained from the use of such Content. In no event shall Content Providers be liable for any damages, costs, expenses, legal fees, or losses (including lost income or lost profit and opportunity costs)

in connection with any use of the Content.
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