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Global manufacturing

Manufacturing PMI back into contraction as boost from tariff front-running fades

Worldwide manufacturing business conditions deteriorated
slightly in July, reflecting downturns in output, new orders,
exports and employment, according to the latest PMI
surveys. Business confidence about the year ahead also
deteriorated.

A key driver of the change to business conditions in July
was the tariff environment, with the latest surveys showing
signs of a fading impact of the recent front-running of US
tariffs, alongside worsening views on the impact of tariffs
on global trade and underlying economic conditions in the
months ahead.

Especially low confidence and weak production was seen in
many Asian economies, but growth and sentiment also
worsened in the US, linked in part to another month of
particularly sharp price rises due principally to import
tariffs.

Manufacturing conditions worsen

The Global Manufacturing PMI, sponsored by J.P. Morgan
and compiled by S&P Global Market Intelligence, fell from
50.4 in June to 49.7 in July, moving back below the 50 'no
change' level to indicate a marginal deterioration in
business conditions for the third time in the past four
months.
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Source: S&P Global PMI with J.P. Morgan, S&P Global Market Intelligence.
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The PMI's Output Index, which measures monthly changes
in factory production volumes, also showed a small decline
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in July. Although only modest, the drop in production
followed arise in June and represented only the second
fall recorded so far this year.
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Data compiled August 2025 using PMI data updated to July 2025.

PMI (Purchasing Managers' Index) value of 50 = no change on prior month.
Source: S&P Global PMI with J.P. Morgan, S&P Global Market Intelligence.
© 2025 S&P Global.

Measured globally, new order inflows into factories likewise
dipped in July, after rising marginally in June, led by a slight
worsening in the global export order book trend. Jobs also

were cut at a slightly increased rate in factories worldwide.
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Data compiled August 2025, PMI data updated to July 2025, CPB trade data to May 2025.

PMI (Purchasing Managers' Index) 50 = no change on prior month.

Sources: S&P Global PMI with J. P Morgan, CPB trade data via S&P Global Market Intelligence.
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The overall dip in global production masked marked
regional variations. Of the 33 economies monitored by S&P
Global PMI manufacturing surveys, only 15 reported higher
output compared to 18 reporting declines.



Leading the rankings was India, followed by Vietnam and
Thailand, helping Asia excluding Japan and mainland China
to outperform as a major region. However, the eurozone
also outperformed, growing for a fifth straight month,
thanks in part to strong gains in Ireland and Spain
alongside expansions in Greece, the Netherlands, Germany
and Austria.

Growth in North America meanwhile slowed, reflecting only
a modest increase in US production and steep downturns
in both Canada and Mexico. Output declines nonetheless
moderated in both Mexico and Canada to mean the
steepest downturn worldwide was recorded in Taiwan
during July, followed by Turkey and Poland.

Production notably fell back into decline in both mainland
China and Japan after short-lived gains in June.
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PMI index 50 = no change on prior month

Source: S&P Global PMI, 1SO, HCOB, HSBC, NEVI, BME, Bank Austria, AIB, Davivienda, AERCE, BCR, Freedom Holding Corp., HBL,
HP1, Istanbul Chamber of Industry, J.P. Morgan
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Data compiled August 2025 using PMI data updated to July 2025
PMI (Purchasing Managers' Index) value of 50 = no change on prior month
Source: S&P Global PMI with HCOB, S&P Global Market Intelligence.
© 2025 S&P Global
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Tariff front-running fades

A key determinant of the shifting production patternsin
recent months has been the news flow on US tariffs.
Concerns regarding the impact of US import tariffs on
prices and supply availability prompted unprecedented
inventory building by US manufacturers back in the second
quarter, both in terms of raw materials and finished goods
stock holdings, which showed signs of reversing in July. US
stocks of both finished goods and inputs in fact fell in July.
This not only dampened the US PMI numbers, but also
played a role in weakening the output and export data for
many of the US’s trading partners such as mainland China,
Japan and Taiwan (which saw the three steepest
deteriorations in production indices compared to June).
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Data compiled August 2025 using PMI data updated to July 2025

PMI (Purchasing Managers' Index) value of 50 =no change on prior month
Source: S&P Global PMI with HCOB, S&P Global Market Intelligence.
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Optimism amongst gloomiest since
2022

Business optimism about the year ahead meanwhile
deteriorated globally in July, with the Future Output
Expectations Index falling further below its long-run
average to register the fourth-lowest reading since late-
2022. Companies widely blamed uncertainty and
disruptions caused by US tariff announcements and
concerns over future global trade flows.
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PMI (Purchasing Managers' Index) 50 = no expected change in output over next 12 months
Source: S&P Global PMI with J.P. Morgan, S&P Global Market Intelligence.
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Although global reports of demand or business
expectations being adversely affected by “uncertainty” has
fallen sharply from April’'s recent peak, the incidence
remains very elevated by historical standards, and ticked
higher than recorded in June, underscoring the extent to
which manufacturing is being subdued globally by a lack of
clarity on geopolitics and the trade environment in
particular.

PMI surveyed manufacturers globally citing lower orders and/or lower
future output expectations due to "uncertainty™
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Data compiled August 2025.
Axis scale 1 =long term average
Source: S&P Global PMI.
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Relative to long-run averages, the eurozone stood out as a
region seeing above-average sentiment, reflecting hopes
that domestic stimulus - especially in the form of
increased fiscal spending — will help offset the damaging
effect of US tariffs. However, even here, sentiment slipped
to a three-month low.

There was meanwhile a notable divergence in sentiment
trends in Asia. Whereas optimism ticked higher in both
Japan and mainland China, sentiment in the rest of Asia
sank to its lowest since data were first available 13 years
ago barring only the early months of the pandemic, largely
fueled by tariff worries.

Notably, sentiment also fell in the US as producers grew
increasingly concerned about the impact of US polices on
demand and inflation.
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PMI index 50 no change in 12 months'time converted into z-scores (standard deviations from long-run mean).
Source: S&P Global PMI with HCOB, S&P Global Market Intelligence.
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US producers report steepest price
rises for third straight month

Concerns among US producers over the inflationary impact
of tariffs reflect another month of sharply rising input costs
in the US, which in turn fed through to the steepest rise in
average selling prices of all economies surveyed in July.
This was the third successive month (and the fourth time in
the past five months) in which the US has topped the
rankings in terms of selling price inflation.
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Data compiled August 2025 using PMI data updated to July 2025.
PMI (Purchasing Managers' Index) value of 50 = no change on prior month
Source: S&P Global PMI with HCOB, S&P Global Market Intelligence.
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Data compiled August 2025

PM! index value of 50 = no change on prior month.
Source: S&P Global PMI, CBA, ISO, HCOB, HSBC, NEVI, BME, Bank Austria, Davivienda, AIB, AERCE, BCR, Freedom
Holding Corp., HBL, HPI, Istanbul Chamber of Industry, J.P. Morgan.
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In contrast, selling prices fell marginally in the eurozone for
a third successive month, led by falling prices in Germany,



and dropped in mainland China for an eighth straight
month.

Outlook

The PMI data therefore indicate that the second quarter
boost to global manufacturing and trade from the front-
running of US tariffs faded in July, accompanied by a
deterioration in business optimism about the year ahead
amid ongoing tariff-related worries.

While producers in Asia outside of mainland China and
Japan have reported the strongest, most resilient, output
growth in July, these same firms have become the most
pessimistic about future prospects, adding to concerns
about future global production trends.

However, even US producers, supposedly being protected
by US tariffs, have reported weakening production growth
and gloomier prospects in July, partly reflecting
intensifying concerns over the impact of tariffs on sales
and inflation. Concerns over the latter reflect the fact that
US producers have now reported higher selling price
inflation than all other economies surveyed by the PMI in
four of the past five months.

Access the latest global PMI press release here.

Links to more resources

— Sign up to receive updated commentary in your
inbox here.

— Calendar of upcoming PMI releases

— Running commentary on the PMI survey findings

- PMI Frequently Asked Questions

- Background to the PMls (video)

- Understanding the headline PMI and its
various subindices

- PMI data use-case illustrations, from nowcasting to
investment strategy

- PMI podcasts

- How to subscribe to PMI data
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https://www.pmi.spglobal.com/Public/Home/PressRelease/20b7f99f0b4d42869af563d730b4d0a7
https://ihsmarkit.com/Info/0220/subscription-pmi-blog.html
https://ihsmarkit.com/Info/0220/subscription-pmi-blog.html
https://www.markiteconomics.com/Public/Release/PressReleases?language=en
https://ihsmarkit.com/research-analysis/pmi.html
https://ihsmarkit.com/products/pmi-faq.html
https://ihsmarkit.com/videos/pmi-101.html
https://ihsmarkit.com/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://ihsmarkit.com/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://ihsmarkit.com/research-analysis/third-party-articles-illustrating-pmi.html
https://www.spglobal.com/marketintelligence/en/mi/podcasts/ecr.html?t=Purchasing%20Managers%E2%80%99%20Index%20(PMI)
https://ihsmarkit.com/products/pmi.html
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