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UK: REMEMBER THE UK IS PART OF EUROPE 

Berenberg Macro Flash 

 
 Manufacturing PMI, 

July 

Latest 55.4 

Previous 57.2 

Consensus 57.2 

Berenberg 57.2 

 
Putin and sanctions drive a downside UK manufacturing surprise. The July manufacturing PMI fell to 55.4 in July, 
from (a downwardly revised) 57.2 in June, well below consensus expectations and probably in response to escalating Ukrain-
ian tensions. That is the lowest reading since UK growth surged last summer and raises questions about whether the UK’s 
recent rapid growth can be sustained in the second half of the year. A few facts are worth keeping in mind to put the latest 
figure in perspective, however. First, the PMI is still well above its pre-crisis average of 51.6. Second, on the basis of histori-
cal relationships, today’s number is still consistent with close to 1% quarterly growth in manufacturing: the PMI was at a 
similar level in March, for instance, without triggering a growth slowdown. Third, the PMI is volatile itself, and has a volatile 
relationship with actual manufacturing growth. At the moment, the PMI remains strong, but no longer super-strong. 
 
We are sceptical, however, that this is the harbinger of weaker growth. Today’s fall was most likely driven by slower 
world growth in recent months and the escalation of troubles in Ukraine. The English Channel is not wide enough to insu-
late British manufacturers from some wobbles in their main trading partner. Sterling is not likely to be the main explanation. 
If the post-2007 devaluation teaches us anything it is that exports are not very sensitive to sterling. US growth is beginning 
to perk up, and Eurozone confidence indicators continue to signal growth, so the manufacturing PMI could well bounce-
back a little next month in the UK. Even if it does not, we would not take it as a major challenge to our 3.1% growth fore-
cast this year. 
 
The situation in Ukraine is a serious tail risk to our optimistic forecasts. We do not expect Putin to wage open war 
against Ukraine, which would cause a big confidence shock across Europe and send his own Russian economy into a deep 
recession. But this is a tail risk that we need to watch carefully. Indeed, as capital flight erodes Russia’s foreign exchange 
reserves and the economy nosedives, an increasingly desperate Putin may become a bigger risk. Nevertheless, so far Putin’s 
impact on internationally integrated manufacturing has been noticeable but limited.  
 
UK Manufacturing PMI 
 
 JUL JUN MAY APR MAR FEB 

Manufacturing PMI 55.4 57.2 56.8 57.2 55.6 56.5 
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