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UK CONSTRUCTION ROARS AHEAD 

Berenberg Macro Flash 

 
 Construction PMI,  

August 

Latest 64.0 

Previous 62.4 

Consensus 61.5 

Berenberg 61.4 

 
Signs of continued strong UK domestic spending. Tomorrow’s services PMI will give a more comprehensive read on 
that of course, but the surge in August’s construction PMI, published today, suggests continued buoyant confidence at least 
among those buying houses and investing in infrastructure and premises. The PMI rose to 64.0 in August, its highest since 
January, well above consensus expectations of 61.5. Housebuilding leads the way, as it has done for most of the past 18 
months, but all components of construction are growing rapidly according to the PMI. Construction firms remain extremely 
upbeat about the prospects for expansion as new business continued to rise strongly. The strength of output has raised 
capacity pressures, which were reflected in further rises in sub-contractor charges. If that trend of falling capacity is reflected 
in other sectors in the coming months it could become an issue for the BoE, who are currently assuming there is still 
enough slack in the economy to allow interest rates to stay on hold until next year. We expect the BoE to hike rates next 
February. 
 
Lopsided, but still strong, recovery. So far the data paint a picture of a manufacturing sector hit by uncertainty from 
escalating tensions in Ukraine, but a rapid domestic expansion supported by loose monetary policy. It bears emphasising 
that the services PMI tomorrow will be key for drawing a firmer conclusion on the latter, but with consumer confidence still 
strong and the CBI retailing survey showing strength too it seems that consumers are so far unmoved by tensions overseas. 
We downgraded our forecasts yesterday to 3.0% for 2015 (cut from 3.2%), following 3.0% growth in 2014, as internationally 
exposed manufacturing suffers from the fall-out of probable stagnant output in the Eurozone over the next few months due 
to the uncertainty caused by the fighting in Ukraine. We still look for strong growth however, as domestic spending keeps 
the British economy cruising along. 
 
UK Construction PMI 
 AUG JUL JUN MAY APR MAR 

Construction PMI 64.0 62.4 62.6 60.0 60.8 62.5 

Source: Markit 
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