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Service sector regains momentum in October
Key findings
Business activity rises at quickest pace in three
months
Demand conditions improve; jobs growth at
20-year high

France Services PMI Business Activity Index
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Input cost inflation at strongest for over 13 years
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Source: IHS Markit.
Data were collected 12-26 October 2021.

France's service sector regained momentum during
October, the latest PMI® survey showed, with output rising
at the fastest rate since July and ending a three-month
period of slowing growth. Trends elsewhere also moved in
a positive direction as both new orders and employment
increased more markedly. The performance of the latter
was particularly noticeable, with staffing levels rising at the
fastest pace for over two decades.
Meanwhile, inflationary pressures remained elevated. Input
costs rose at a sharper rate, while output price inflation was
among the sharpest seen over the past ten years.
The seasonally adjusted France Services Business Activity
Index edged up slightly to 56.6 in October, from 56.2 in
September. While the overall rate of growth was not too
dissimilar to those seen since July, the latest data signalled
renewed vigour to the recovery as growth accelerated for the
first time since June. Moreover, the rate of expansion was the
fastest in three months.

resumption of pre-pandemic levels of activity among their
clients. Indeed, some companies reportedly benefited from
looser travel restrictions, which encouraged orders from
overseas clients. This was also evidenced by survey data,
which showed new export business rising moderately during
October.
To accommodate for higher workloads, French service
providers bolstered their staffing levels at the start of the
fourth quarter for a tenth successive month. Moreover, the
rate of jobs growth was the sharpest since July 2001 and
quickened sharply from that seen previously.
With activity and employment levels both increasing at
sharper rates, efficiency gains at some firms contributed to a
slower increase in backlogs of work during October. Overall,
outstanding business volumes were accumulated to the
softest extent since April.

According to surveyed companies, higher volumes of new
work stoked further business activity growth in October,
while other firms linked higher output to sustained recovery
efforts. The headline index has posted above the 50.0 nochange mark for seven straight months and continues to
record above its historical average.

Meanwhile, inflationary pressures remained elevated
during October. Input costs increased at the fastest rate
since July 2008, accelerating from that seen in September.
The respective seasonally adjusted index has increased by
almost 12 points since May, highlighting the rapid ascent
of input price inflation so far this year. According to firms,
higher energy, fuel, material and employment costs were the
key drivers.

French service providers recorded higher intakes of new work
during the latest survey period. The trend here matched that
seen in output, with new business growth rising to a threemonth high. Many firms linked the upturn in demand to the

In response to greater cost burdens, output charges were
increased during October. Overall, the rate of inflation was
broadly level with that seen in September and elevated by
historical standards.
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Comment

Private sector growth slows to sixmonth low
France Composite PMI Output Index
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"The economic recovery progressed further in October.
Services output is still rising at a relatively sharp rate by
historical standards as activity levels within the economy
return to pre-pandemic levels. Demand conditions are
still robust, and firms are adding more staff to the payroll.
Jobs growth was at its sharpest for over two decades in
October, which should facilitate a continuation of the
strong growth trend we've seen since the summer.

GDP

sa, >50 = growth since previous month
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Joe Hayes, Senior Economist at IHS Markit, which
compiles the survey:
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"However, we cannot ignore what's happening over in the
manufacturing sector. The recovery is becoming highly
dis-jointed as supply issues disrupted goods producers
immensely in October.
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"Spillover effects remain confined to service sector
prices so far. Input costs rose at the fastest pace for
over 13 years, keeping output charge inflation at an
elevated rate. Economic recovery efforts heading into the
winter appear to be resting on resilience in the services
economy."

Sources: IHS Markit, INSEE.

Latest survey data showed a widening divergence between
trends in the French manufacturing and service sector
during October. While activity in the latter grew at a strong
and accelerated pace, and underpinned broad growth
across the economy, the former registered a renewed drop
in production amid intense supply chain dislocations.
The Composite Index, which is a weighted average of the
Manufacturing Output Index and the Services Business
Activity Index, fell to 54.7 in October, from 55.3 in September.
This represented its lowest reading for six months and
a fourth successive drop. The slowdown was entirely a
reflection of falling production at manufacturers, where
supply shortages reportedly impeded factory output.
That said, there were more positive trends in other subindices in October. New orders grew at an accelerated rate,
spurred on by a sharper upturn at services firms, although
goods producers registered the first reduction in sales since
last December.
Employment growth accelerated in a broad-based fashion in
October and was the strongest since November 2017. Hiring
activity was particularly marked at services firms.
Lastly, cost pressures picked up during the latest survey
period as input prices rose at the fastest pace for 17 years.
That said, output price inflation edged slightly lower, but
remained sharp overall.
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Manufacturing Output Index / Services Business Activity Index
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IHS Markit France Services PMI®

France Services PMI Employment Index

France Services PMI Prices Charged Index
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sa, >50 = inflation since previous month
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Survey methodology

About IHS Markit

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 survey variable. The index
is the sum of the percentage of ‘higher’ responses and half the percentage of ‘unchanged’ responses.
The indices vary between 0 and 100, with a reading above 50 indicating an overall increase compared
to the previous month, and below 50 an overall decrease. The indices are then seasonally adjusted.

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

The IHS Markit France Services PMI® is compiled by IHS Markit from responses to questionnaires sent
to a panel of around 400 service sector companies. The sectors covered include consumer (excluding
retail), transport, information, communication, finance, insurance, real estate and business services.
The panel is stratified by detailed sector and company workforce size, based on contributions to GDP.

IHS Markit (NYSE: INFO) is a world leader in critical information, analytics and solutions for the major
industries and markets that drive economies worldwide. The company delivers next-generation
information, analytics and solutions to customers in business, finance and government, improving
their operational efficiency and providing deep 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 financial institutions.

The headline figure is the Services Business Activity Index. This is a diffusion index calculated from
a question that asks for changes in the volume of business activity compared with one month
previously. The Services 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 figure.

If you prefer not to receive news releases from IHS
joanna.vickers@ihsmarkit.com. To read our privacy policy, click here.

The Composite Output Index is a weighted average of the Manufacturing Output Index and the
Services Business Activity Index. The weights reflect the relative size of the manufacturing and
service sectors according to official GDP data. The Composite Output Index may be referred to as the
‘Composite PMI’ but is not comparable with the headline manufacturing PMI figure.

CNA (Conseil national des achats – National Purchasing Council), is a non-profit making, non union
trade association, gathering individuals, and people actually involved in the purchasing activity of
companies or public services. Its aim is to increase the efficiency of the purchasing function in the
economy by training and informing those concerned, defining and applying a professional ethic,
providing studies, research, surveys, and all actions of general interest in any field directly or non
directly related to purchasing and subsidiary functions.

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

Survey dates and history

Data were collected 12-26 October 2021.
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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.
ihsmarkit.com/products/pmi.html.

Survey data were first collected May 1998.

Flash vs. final data

Flash services data were calculated from 85% of final responses. Flash composite data were
calculated from 89% of final responses.
Since January 2006 the average difference between final and flash Services Business Activity Index
values is -0.1 (0.5 in absolute terms). Since January 2006 the average difference between final and
flash Composite Output Index values is -0.1 (0.4 in absolute terms).

Disclaimer

The intellectual property rights to the data provided herein are owned by or licensed to IHS Markit. Any unauthorised use, including but not limited to copying, distributing, transmitting or otherwise of any
data appearing is not 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 or delays in the data, or for any actions taken in reliance thereon. In no event shall IHS Markit be liable for any special, incidental, or consequential damages, arising out of the 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 Markit Ltd. and/or
its affiliates.
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