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Czech manufacturing PMI at two-year low
The September manufacturing PMI declined further to 53.4, hitting the
lowest level in the past two years. Still, this is in line with expectations
that Czech industry growth will slow down towards 3% this year

The lowest in almost two years
The Czech manufacturing Purchasing Managers' Index (PMI) dropped to 53.4 points in September,
the lowest level since November 2016 and missing market expectations of 54.4. According to
Markit, the PMI's drop was largely due to slow growth in new orders, which was the weakest in
almost two years. The results of the survey also indicate a slower rise in both output and
employment. Cost pressures increased as energy, fuel and metal prices increased. As a result,
output prices also accelerated above the long-term average.

53.4
Worse than expected

Czech manufacturing PMI in September
Lowest since Nov-16
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Gradual slowdown this year
The manufacturing PMI has been gradually declining this year from 59.8 points in January to the
current level of less than 54. The average level of the PMI in the third quarter, at 54.6 points, is also
the lowest since the fourth quarter of 2016 when it hit 53.1. The domestic PMI gradually follows
the development of manufacturing PMIs in the euro area and Germany, which also surprised on
the downside in September, reaching the lowest level in the last two years (see chart).
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Recent PMI are in line with expectations of weaker industrial production
However, in a longer-term context, this development still doesn't look too bad:
The Czech PMI is below the average of the past year but still remains well above the key 50level signalling growth. As such, the overall conditions in the domestic manufacturing sector
continue to improve, just at a slightly slower pace.
The value of the past few months have been significantly weaker compared to the turn of the
year, but they're still close to the four-year average (55.5 points). For example, in mid-2016,
the PMI hit 50 and the average for the whole of 2016 was just 53.
The uncertainty about trade wars is denting manufacturers’ optimism about the coming year
and these worsening expectations have put pressure on the PMI.
As such, the latest weaker Czech PMI data is consistent with the expectation that domestic
industrial production, after 6.5% growth last year, will slow down to 3% this year on the back of a
high base, stretched capacity and weaker foreign demand. This means that recent developments
in the Czech PMI should not change the Czech National Bank's intention to gradually tighten
monetary conditions.
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Disclaimer
This publication has been prepared by the Economic and Financial Analysis Division of
ING Bank N.V. ("ING") solely for information purposes without regard to any particular
user's investment objectives, financial situation, or means. ING forms part of ING
Group (being for this purpose ING Group NV and its subsidiary and affiliated companies).
The information in the publication is not an investment recommendation and it is not
investment, legal or tax advice or an offer or solicitation to purchase or sell any
financial instrument. Reasonable care has been taken to ensure that this publication
is not untrue or misleading when published, but ING does not represent that it is
accurate or complete. ING does not accept any liability for any direct, indirect or
consequential loss arising from any use of this publication. Unless otherwise stated,
any views, forecasts, or estimates are solely those of the author(s), as of the date of
the publication and are subject to change without notice.
The distribution of this publication may be restricted by law or regulation in different
jurisdictions and persons into whose possession this publication comes should inform
themselves about, and observe, such restrictions.
Copyright and database rights protection exists in this report and it may not be
reproduced, distributed or published by any person for any purpose without the prior
express consent of ING. All rights are reserved. The producing legal entity ING Bank
N.V. is authorised by the Dutch Central Bank and supervised by the European Central
Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no.
33031431 Amsterdam). In the United Kingdom this information is approved and/or
communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING
Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of
ING, and which has accepted responsibility for the distribution of this report in the
United States under applicable requirements.
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