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FINGERS CROSSED FOR THE SERVICE PROVIDERS
Up until now, the service sector has proven to be a pacesetter for the entire economy.
However, the new coronavirus is threatening to slow down its pace.
The economy has been advancing at two speeds for several
quarters. Industry and manufacturing have been moving at a
slow pace. Since mid-2018, their course has been hampered
by the trade conflict, a declining demand for cars, weakening
capital goods orders and Brexit. The service sector, which
was progressing briskly, has been a quite different story.
The two different tempos are also reflected in the sentiment
indicators. Take, for example the purchasing manager indices (PMIs), as our "Chart of the Week" shows. The strength
of services prevented many economies from slipping into recession, including Germany, where the industrial sector has
an above-average weight.
An improvement in sentiment in the industrial sector has been
evident for several months. An increasing demand for cars
and the ceasefire in trade between the United States and
China have certainly helped. There was therefore a slightly
faster kick at the turn of the year.

But instead of the industrial sector emulating the higher
speed of the service providers, there is now fear that exactly
the opposite might happen, with service providers slowing
down. The coronavirus turns out to have thrown quicksand
into the gears of the global economy. Many service providers
have been severly afflicted. Airlines, tourism, gastronomy,
cultural and sports organizers are only the most obvious victims.
The economic data published so far already showed the first
signs of a slowdown in the Far East. The first week of March
is likely to be particularly revealing for the rest of the world.
The business-confidence surveys that will be published then,
should give a better sense of the extent to which the service
providers are initially pacing the global economy. In any case,
industry is not expected to maintain the momentum of its recent acceleration.

Sources: Refinitiv, DWS Investment GmbH as of 2/26/20
*Purchasing Managers Index
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GLOSSARY
Brexit is a combination of the words "Britain" and "Exit" and describes the exit of the United Kingdom of the European Union.
The Purchasing Managers Index (PMI) is an indicator of the economic health of the manufacturing sector in a specific country or region.
A recession is, technically, when an economy contracts for two successive quarters but is often used in a looser way to indicate declining
output.
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This document may not be reproduced or circulated without DWS Group’s written authority. The manner of circulation and distribution of this
document may be restricted by law or regulation in certain countries, including the United States.
This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be contrary to law or regulation or which would subject DWS Group to any registration or licensing requirement within such jurisdiction not currently
met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe,
such restrictions.
Unless notified to the contrary in a particular case, investment instruments are not insured by the Federal Deposit Insurance Corporation
(”FDIC“) or any other governmental entity, and are not guaranteed by or obligations of DWS Group.
In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by
the Securities and Futures Commission.
© 2020 DWS Investments Hong Kong Limited
In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by
the Monetary Authority of Singapore.
© 2020 DWS Investments Singapore Limited
In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this
document has not been reviewed by the Australian Securities Investment Commission.
© 2020 DWS Investments Australia Limited
Publisher: DWS Investment GmbH, Mainzer Landstraße 11-17, 60329 Frankfurt am Main, Germany
CRC 073998 (02/2020)

All opinions and claims are based upon data on 2/26/20 and may not come to pass. This information is subject to change at any time, based upon
economic, market and other considerations and should not be construed as a recommendation. Past performance is not indicative of future returns.
Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical models that
may prove to be incorrect. Source: DWS Investment GmbH
All articles are available on https://go.dws.com/cio-view-articles

/3

