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UK: STRONG MANUFACTURING, PUTIN IS THE BIG RISK 

Berenberg Macro Flash 
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Actual 19 

Previous 33 

Consensus 30 

 

Extremely strong new orders signals continued rapid manufacturing expansion. Do not be misled by the fall in the 

Confederation of British Industry (CBI) July quarterly manufacturing survey business optimism balance to 19 from 33. This 

survey was very strong. Optimism remains well above its long-run average of -3.4. In the details, new orders are flying. Total 

orders growth was the strongest since 1995, new domestic orders rose at the fastest rate since 1988 and expectations for 

new orders growth over the next three months were the best in nearly 40 years. The output balance rose to 23 from 15, 

confounding the slight easing in the latest British Chambers of Commerce survey. Strong output growth and new order 

flows are driving firms to hire, with the employment balance at its strongest for 40 years. 51% of firms said expanding ca-

pacity would be a key motivation for capital spending over the next year, the highest on record. These continued strong 

survey readings stand in stark contract to the official hard data, which showed a sharp contraction in May manufacturing 

output and support our above consensus growth calls of 3.1% and 3.3% for 2014 and 2015.  

 

Putin not sterling is the big risk to our optimistic growth calls. The CBI was just the latest survey to show little impact 

from sterling on manufacturers, which is not surprising given that the pound remains at competitive levels and UK exports 

are not very sensitive to the currency. Manufacturers export optimism slipped back to 8 from 27. That sounds bad, but the 

April reading of 27 was the outlier here. Export optimism had averaged 8 over the four quarters to January. Similarly, manu-

facturers’ expectations for export orders actually rose in the latest survey, to 23 from 22. Rising geopolitical tensions, partic-

ularly surrounding Ukraine, are the big risk. So far that has not hit the hard numbers badly, but the proportion of firms 

reporting political and economic conditions as a constraint on export orders was the highest since April 2013. The latest 

escalation of events in Ukraine could knock manufacturer’s confidence further in the next few months as the Putin effect 

spreads beyond Eastern Europe and Germany. 
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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 recom-

mendation 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, statements, estimates, and con-

clusions 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 con-

tact capitalmarkets@berenberg.de.  
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