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UK: ACCELERATING 

Berenberg Macro Flash 

UK PMI Services, April 2014 

 

Actual:             58.7 

Previous:          57.6 

Consensus:       57.8 

Berenberg:        57.6 

 

Another very strong quarter is on the way in the UK. There is certainly very little sign of the slowdown in growth that the 

BoE had been banking on in their February forecasts, when they planned for interest rates staying on hold until mid-2015. 

And neither should there be with consumer and business confidence returning, wage growth picking up and monetary poli-

cy still extremely supportive. The services PMI rose to 58.7 in April, up from 57.6 in March and the highest since last No-

vember. The composite PMI, at 59.2, is comfortably above the first quarter average of 58.2. We expect GDP growth to 

accelerate to 0.9% qoq in the second quarter, and look for 3.1% growth in 2014 as a whole and 3.3% in 2015. 

 

All sectors of the economy are expanding rapidly. Construction remains red hot, with a PMI over 60. That is lower than the 

Q1 average, but the hard data for the first quarter were probably weakened by the flooding. Construction output should 

bounceback strongly in Q2, adding significantly to growth. After recording 1.3%qoq growth in Q1, the manufacturing PMI 

signals faster growth in Q2, and so does the services PMI. In services, employment rose by the most since last October 

while business confidence was only slightly lower than February’s four-and-a-half year peak. 

 

Record low interest rates are no-longer necessary. The economy is growing rapidly and, if anything, is picking up pace. Infla-

tion is close to the BoE’s target and unemployment is falling rapidly. The BoE rate setters are extremely unlikely to do any-

thing other than vote for no change in policy at this Thursday’s meeting, having already signalled with guidance mark II 

their intention to keep rates on hold for now. But the continued strength of UK growth means guidance mark II could be 

nearly as short lived as guidance Mark I. At the least, the strengthening economy should mean more disagreements between 

policy makers over the coming months. We expect at least one of them to break ranks and vote for a rate hike by late sum-

mer. We look for the first 25bp rate hike in Q1 2015, with a 35% chance that it comes in Q4 2014. We see rates at 2.5% by 

end-2016. 

 

UK PMIs 

 

Index level APR MAR FEB JAN DEC NOV 

Services 58.7 57.6 58.2 58.3 58.8 60.0 

Manufacturing 57.3 55.8 56.6 56.5 56.9 57.9 

Construction 60.8 62.5 62.6 64.6 62.1 62.6 

 
 

This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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