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UK: STRONG CONSTRUCTION 

Berenberg Macro Flash 

 
 Construction PMI, 

September 

Latest 64.2 

Previous 64.0 

Consensus 63.5 

Berenberg 62.0 

 
Red hot construction growth, but signs of slowing in the pipeline. The construction PMI rose slightly in September to 
64.2 from its already elevated August level of 64.0. The UK’s lopsided recovery seems to have continued into September 
with the manufacturing PMI dragged down by weak growth overseas while the domestic oriented construction sector pow-
ers ahead, driven by low interest rates and rising confidence. There are signs of slowing momentum however. Construction 
new orders grew at their slowest rate for four months  while firms’ confidence in the outlook slipped to an 11-month low. 
Tomorrow’s PMI for the dominant services sector will give a better read on domestic spending, but services firms confi-
dence in the outlook had slipped in the few months to August. It might do so again in September. 
 
Keep the slowing momentum in context. The PMI’s show a construction sector that has been growing extremely rapidly 
since the housing market and the wider economy turned. Readings of around 64 are unusually high. That rapid growth has 
raised skill shortages and supply chain bottlenecks in the sector. Slowing momentum from here still means very strong 
growth. That applies to the services sector too, where the PMI recorded 60.5 in August suggesting well above trend growth 
(the next figure is due tomorrow). There would be upside risks to our forecasts of 3.1% GDP growth in both 2014 and 
2015 if these PMI’s did not ease a little from their recent elevated readings. 
 
But downside risks for the next six months. While there is nothing to really worry about yet, we are cautious about 
growth over the next six months. Eurozone growth has disappointed, geopolitical risks have risen this year, the forthcoming 
general election creates domestic political risks and the majority of the public expect rate hikes within the next twelve 
months. All of those could cause UK growth to ease a little in the near-term. Our forecast envisages GDP growth slowing 
to 0.6% qoq in Q4 before picking up again through next year as many of the risks fade. In particular, Eurozone confidence 
could stabilise soon if the conflict in Ukraine remains frozen. 
 
UK Construction PMI 
 
 SEP AUG JUL JUN MAY APR 

Manufacturing PMI 64.2 64.0 62.4 62.6 60.0 60.8 

 
Source: Markit 
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