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HOUSEBUILDING DRIVES STRONG CONSTRUCTION 

Berenberg Macro Flash 

 
 Construction PMI, July 

Latest 62.4 

Previous 62.6 

Consensus 62.0 

Berenberg 61.5 

 
The construction PMI bucked the recent trend of slightly disappointing data releases. It slipped only slightly to 62.4 
in July, above consensus expectations for 62.0 and above the Q2 average of 61.1. The index signals extremely strong con-
struction growth, particularly in housebuilding which apparently just saw its fastest expansion since November 2003. Con-
struction job gains in the sector were the fastest since the survey began in 1997. The torrid pace of expansion in construc-
tion is clearly eroding slack, with sub-contractors charges, which rose at a near-survey record pace. 
 
Strong growth, rapid employment gains and falling slack should push the BoE to hike rates in November this 
year. We expect the BoE to keep rates unchanged this month, but the subsequent minutes may show the first rate setter 
voting for a rate hike since. Reading the runes on third quarter growth is tricky now, with a few data releases having disap-
pointed recently. Tomorrow’s services PMI will be much more important for judging momentum than either last week’s 
manufacturing release or today’s construction PMI. Still, leading indicators remain very strong. To the extent that much of 
construction activity reflects optimism about the economy, it is potentially important that new orders continued to rise very 
strongly in today’s construction PMI, driven by favourable domestic economic conditions and greater confidence among 
clients. We forecast no slowing in growth in Q3 and look for the UK to growth 3.1% in 2014 and 3.3% in 2015. Neverthe-
less, the downside risks have risen recently, particularly from escalating tensions around Ukraine. 
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Construction PMI 62.4 62.6 60.0 60.8 62.5 62.6 
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