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UK: SURPRISE FALL IN MANUFACTURING 

Berenberg Macro Flash 

 
May Industrial production, 

mom 

Manufacturing, mom 

Actual -0.7% -1.3% 

Previous 0.3 % 0.3 % 

Consensus 0.2 % 0.4 % 

Berenberg 0.3% 0.5% 

 
Surprise drop in UK manufacturing output is unlikely to be a true reflection of what is happening in the sector. 
Industrial production fell by 0.7% and manufacturing output declined by 1.3% in May, well below consensus expectations. 
That is utterly at odds with strong survey readings and the 1.8% rise in manufacturing employment over the past year. On 
these figures, manufacturing just gave up all its gains since January, which is very unlikely to be a good description of what is 
really happening in the sector. A big bounceback in output is possible next month. The last time output fell a similar amount 
was a 1.0% decline in August 2013 which was followed by a 1.3% gain the following month. In any case, the news is not all 
doom and gloom. This release leaves output 0.3% above the Q1 average, with manufacturing output up 3.7% yoy in May. 
 
Industrial production accounts for only about 15% of the economy. So this news on its own will have only a small 
effect on the UK’s strong pace of expansion as long as it is not reflected in the dominant service sector. Still, this is a weaker 
reading than we had expected which poses a downside risk to our Q2 growth forecast of 0.9% qoq, though not a major one 
given the relatively small size of the sector.  
 
Sterling may be raised as a superficial explanation for this fall. But the PMI points to strong new orders growth, while 
manufacturers’ confidence in their profitability growth reached an all-time high in the Q2 BCC survey. Sterling remains 
competitive, with the real exchange rate 12% below its peak. World demand matters much more than sterling for price 
insensitive UK exports, and here the recent slowdown in the German industrial machine may be important. Still, with UK 
domestic demand improving and the US showing solid momentum, the outlook for UK manufacturing remains strong in 
our opinion.  
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 MAY APR MAR FEB JAN DEC 

Manufacturing, mom -1.3% 0.3% 0.5% 1.1% 0.3% 0.5% 

Manufacturing, yoy 3.7% 4.3% 3.5% 4.0% 3.2% 1.4% 

Industrial prod., mom -0.7% 0.3% 0.1% 0.9% -0.2% 0.3% 

Industrial prod., yoy 2.3% 2.9% 2.5% 2.5% 2.3% 1.7% 

 
Source: ONS 
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