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UK MANUFACTURING HIT BY PUTIN 

Berenberg Macro Flash 

 
 Manufacturing PMI, 

August 

Mortgage approvals, 

July 

Latest 52.5 66.6k 

Previous 55.4 67.2k 

Consensus 55.1 66.0k 

Berenberg 54.4 67.0k 

 
Putin hits UK manufacturing. The manufacturing PMI fell sharply to a 15 month low of 52.5, down from 55.4 in July and 
below consensus expectations. Russia’s escalation of the conflict in Ukraine has taken a toll on the internationally exposed 
manufacturing sector, and that effect could yet worsen further in the coming months given confidence drops in the more 
directly exposed core European economies. These developments pose a serious downside risk to growth this year and next. 
 
Lopsided recovery. The silver lining to this dark cloud is that internationally exposed manufacturing accounts for only a 
tenth of UK output while consumers who make up the bulk of UK spending have shown no reaction to international events 
yet. Indeed, consumer confidence rose in August and sits at its highest level since 2005, helped in no small measure by still 
extremely accommodative monetary policy and austerity having eased back from the tough front-loaded efforts after 2010. 
So far then, increased international uncertainty is probably affecting exports and investment plans the most, and could re-
turn the UK to the lopsided consumer led recovery seen last year. For a really significant hit to UK growth we need to 
watch carefully for a sharp slowdown in employment growth and widespread pick-up in consumer uncertainty. That has not 
happened yet, but some signs may become apparent in the coming months. 
 
In other news, the housing market continues to only slowly shake off tougher regulations. Mortgage approvals for 
house purchase slipped a little in July but beat consensus expectations. Tougher loan checks introduced in April have taken 
a toll on transaction volumes, though they have done little to affect national price inflation or the value of lending so far. 
Indeed, net lending to households continued to tick-up, reaching £2.3bn in July as remortgaging activity increased. These 
are still historically weak lending flows – the UK’s recovery is not debt driven yet – but the continued pick up suggests the 
domestic recovery remains on track. Net finance raised by non-financial firms also rose very sharply in July on the back of 
significant bond issues.  
 
UK Mortgage Approvals 
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Mortgage approvals 

for house purchase 

66.6k 67.2k 62.0k 62.8k 66.5k 69.1k 

Manufacturing PMI 52.5 54.8 56.7 56.5 57.0 55.5 

 
Source: ONS 
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