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UK: LOPSIDED RECOVERY 

Berenberg Macro Flash 

 
 Manufacturing PMI, 

September 

Latest 51.6 

Previous 52.2 

Consensus 52.7 

Berenberg 53.0 

 
UK manufacturing growth followed the Eurozone down. The UK manufacturing PMI fell to 51.6 in September from 
52.2 in August, hitting a 17-month low. The UK is being hit by developments in its major export market, with the Eurozone 
manufacturing PMI down nearly 4 points from its January peak. The UK initially resisted that slowdown across the channel, 
but after peaking in April the UK PMI has since fallen a little over 5 points. This month, export orders reached an 18 month 
low. There may be more weakness to come. Markit said in their release that “Where an increase in export orders was report-
ed, it reflected demand from North America, Germany, Scandinavia and the Middle East. Germany was, then, the only 
noted source of export orders growth for UK firms from within the Eurozone, but the German manufacturing PMI fell to 
49.9 in September. US growth will help to offset some of the pain for UK firms, but there is only so much it can do given 
that a little under half of UK exports are destined for the EU. 
 
Lopsided recovery. The UK’s recovery will remain heavily dependent on domestic demand and services growth until Eu-
rozone growth picks up again. With the conflict in Ukraine now frozen confidence on the content could stabilise soon. But 
the continuing fall in sentiment in Germany suggests a risk that it may be a couple of months yet before that happens. Do-
mestically, UK growth still looks robust. Consumer confidence slipped a little in September but remains well above its long-
run average, while the latest GDP figures show business investment rising strongly. Employment continues to rise and as 
the labour market tightens, wage growth should return. We remain optimistic and look for 3.1% GDP growth in both 2014 
and 2015. That being said, with one prop for UK growth – manufacturing - fading for now there are good reason to be 
cautious about the near-term outlook. Today’s figures will have little impact on the BoE. They had anyway expected growth 
to slow a little in the near-term and manufacturing is just 10% of the economy. Friday’s PMI for the dominant service sector 
will be much more important. We expect that to fall back but still signal strong growth. 
 
UK Manufacturing PMI 
 
 SEP AUG JUL JUN MAY APR 

Manufacturing PMI 51.6 52.2 54.7 56.8 56.4 57.0 

 
Source: Markit 
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