News Release

Purchasing Managers’ Index®
MARKET SENSITIVE INFORMATION

EMBARGOED UNTIL 0930 (CEST) / 0730 (UTC) September 6t 2018

IHS Markit Germany Construction PMI®

Construction output rises modestly in August, but new orders fall

Key findings:
B Activity returns to growth after stalling in July

®  Qrders books decline for first time in four months

B |nput price inflation hits ten-month high

Data collected August 13-30

Latest survey data indicated a modest rise in
German construction activity in August, but also
revealed ongoing capacity constraints across the
sector. Activity returned to growth midway through
the third quarter after having stalled in July, with
output up modestly across all three broad
construction categories. However, new orders
decreased during the month amid reports of
already-full utilisation of resources. Constructors
also noted a marked reduction in the availability of
sub-contractors as well as increasing lead times on
building materials and products.

The headline seasonally adjusted Germany
Construction Purchasing Managers’ Index®
(PMI®) ticked up to 51.5 in August, after having
registered in line with the 50.0 ‘no-change’ mark in
July. The latest reading was consistent with a
modest rate of total industry activity growth and
compared with a year-to-date average of 52.4.

The top-performing construction sub-sector in
August was civil engineering, where activity
rebounded after a downturn at the beginning of the
third quarter, followed closely by commercial
building. The rates of growth of both infrastructure
and commercial activity were only modest,
however, as was the case for work on housing-
related projects.

August saw levels of building activity rise despite
businesses in the sector reporting a lower intake of
new orders during the month. The
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reduction in construction order books was the first
seen since April and partly linked by surveyed
companies to a lack of available resources.

Pressure on capacity led to constructors taking on
additional staff during August, with the rate of job
creation picking up from July’s one-and-a-half year
low (albeit remaining well below the highs seen
around the turn of the year). The use of sub-
contractors, however, continued to fall, reflecting a
further sharp decline in availability. With sub-
contractors in short supply, rates charged to
building firms continued to rise sharply.

Adding to the cost pressures faced by constructors,
August saw a steep and accelerated increase in
average prices paid for building materials and
products. The rate of inflation was the quickest
since October last year, with a number of surveyed
businesses linking the rise in input prices to the
effects of new road toll charges.

Supply chains also remained stretched in August,
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as highlighted by a further marked increase in
average lead times on purchased items. The latest
deterioration in vendor performance was in fact the
most marked since last November.

Finally, latest data indicated a softening of
constructors’ expectations towards activity over the
next 12 months. Easing further from April's survey-
record peak, the degree of optimism was at its
lowest since November 2016.

Comment:

Commenting on the PMI data, Phil Smith, Principal
Economist at IHS Markit said:

“Growth of German construction activity resumed in
August after a brief pause in July when the level of
output was unchanged. All broad areas of
construction work showed an improvement, most
notably civil engineering activity which returned to
growth and rose by the most since January.

“August was an altogether underwhelming month,
however, with total activity growing only modestly
overall and more slowly than the average in the
year so far, which itself is below the rate seen in
2017. Renewed weakness in new orders was the
main reason for the construction sector’s subdued
growth performance, with surveyed firms often
reporting that they lacked the resources to take on
more new work.

“Capacity constraints were a theme throughout the
data: from a lack of availability of sub-contractors,
to bottlenecks in supply chains. These constraints
not only held back the top-line growth number, but
also affected constructors in the form of longer lead
times on building materials and higher costs.
There’s also less optimism among building
companies towards prospects for activity in the year
ahead.”

-Ends-
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By IHS Markit
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For further information, please contact:

IHS Markit

Phil Smith, Principal Economist Joanna Vickers, Corporate Communications
Telephone +44-1491-461-009 Telephone +44207 260 2234

Email: phil.smith@ihsmarkit.com Email joanna.vickers@ihsmarkit.com

Note to Editors:
The Germany Construction PMI® (Purchasing Managers' Index®) is produced by IHS Markit and is based on original survey data collected
from a representative panel of over 200 companies based in the German construction sector.

Data are collected at mid-month, asking respondents to compare a variety of business conditions with the situation one month ago. Data
have been collected since September 1999.

A reading of below 50.0 indicates that the economy is generally declining, above 50.0 that it is generally expanding and exactly 50.0
indicates no change on the level recorded the previous month.

The PMI and related indices are directly comparable with all other national Purchasing Managers' Indices, including the United States and
Eurozone PMI indices produced by IHS Markit, and are produced using identical methodologies in each country.

About IHS Markit (www.ihsmarkit.com)

IHS Markit (Nasdag: 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.

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 © 2018 IHS Markit Ltd. All rights reserved.

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. To learn more go to
https://ihsmarkit.com/products/pmi.html.

The intellectual property rights to the Germany Construction PMI® 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.

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

Confidential | Copyright © 2018 IHS Markit Ltd Page 3 of 3


mailto:phil.smith@ihsmarkit.com
mailto:joanna.vickers@ihsmarkit.com
http://www.ihsmarkit.com/
https://ihsmarkit.com/products/pmi.html
mailto:joanna.vickers@ihsmarkit.com
http://www.ihs.com/privacy-policy.aspx

