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UK: ACCELERATING 

Berenberg Macro Flash 

 
 Manufacturing PMI, 

June 

Latest 57.5 

Previous 57.0 

Consensus 56.8 

Berenberg 56.5 

 
The UK is on-track to record strong growth in the second quarter, probably faster than Q1’s 0.8% qoq. The June 
manufacturing PMI this morning showed the sector is flying. The PMI rose to 57.5, above consensus expectations and the 
second highest reading in 40 months. The average manufacturing PMI in Q2 was 57.3, compared to 56.2 in Q1. Employ-
ment is booming, incoming new business is rising at one of the fastest rates in 20 years and new export orders are picking 
up. There is no nuance to the message. As ever, Thursday’s PMI for the dominant service sector will be more important for 
judging the growth outlook. Still, there is so far no sign in the data of the slowdown in growth that the BoE were forecast-
ing in the second half of this year. We look for above consensus growth of 3.2% and 3.3% in 2014 and 2015 respectively. 
 
Sterling’s appreciation is having no noticeable effect. Just like the depreciation following the financial crisis, the appre-
ciation over the past year is having no perceptible impact on manufacturing prospects. Sterling is still at a competitive level 
in real terms, while overseas growth is more important for export prospects that the currency. Importantly, the latter look 
better than they have been for some time. In fact, the economy is firing on all cylinders right now. Manufacturing, services 
and construction are all growing rapidly. On the expenditure side, business investment is taking some of the heavy lifting 
from consumption with the 5% qoq rise registered in Q1. Household debt is barely rising and the BoE is starting, very gen-
tly, to take action on rising housing markets. Taken together, this gives us confidence that the recovery will be sustained. 
 
We expect the first 25bp rate hike in November this year. A solid recovery is in train. Growth is above trend, unem-
ployment is falling fast and business and consumer optimism is high. That has not yet translated into much pick-up in wage 
growth yet, but some surveys do suggest rapidly building pressure. For instance, the Recruitment and Employment Confed-
eration survey of new placements shows sharply rising wage growth. Firms report recruitment difficulties, and at this rate it 
will not be long before wage growth does start to pick up. We are not expecting or advocating removing monetary stimulus 
anytime soon, but there is a clear case for moving away from emergency settings of monetary policy. In other words, very 
gradually dialling down the stimulus. 
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Manufacturing PMI 57.5 57.0 57.3 55.7 56.5 56.5 

 
Source: Markit 
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