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UK: CONTINUED DOMESTIC STRENGTH 

Berenberg Macro Flash 

 
 Services PMI,  

September  

Latest 58.7 

Previous 60.5 

Consensus 59.0 

Berenberg 58.5 

 
Domestic strength is keeping the UK recovery on track, while manufacturing suffers from events overseas. The 
services PMI continued to signal rapid growth in the UK despite falling as expected from its ten month high of 60.5 in 
August. The PMI was 58.7 in September, well above the long-run average of around 56. The composite PMI fell to 57.4 
from 59.3, the lowest since June last year but still signalling rapid growth. The manufacturing expansion has ground to halt 
as the Eurozone economy has stalled, but low interest rates and rising consumer confidence have kept the services sector 
growing strongly. 
 
The outlook remains robust. New orders continue to rise strongly, if not quite as rapidly as late last year’s record pace of 
expansion. Importantly going forward, firms’ confidence in the economic outlook rose to a 3-month high this month, partly 
resulting from easing uncertainty after Scotland voted against independence in the 18 September referendum. Notwithstand-
ing that welcome bounce, the recovery has lost some momentum over the past few months. Confidence in the outlook is 
below the turn of the year highs in both the services and construction sectors and the PMIs have eased a little too. But so 
far this is just a gentle easing from the rampant pace of expansion earlier in the year: GDP grew 0.9% qoq in Q2 after all.  
 
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. Any of those could slow UK growth a little in the near-term. We look for GDP 
growth to slow to 0.6% qoq in Q4 before picking up again through next year as many of the risks ease. In particular, Euro-
zone confidence could stabilise soon if the conflict in Ukraine remains frozen. 
 

 
Services and construction weighted by shares in value added. Source: Markit, Berenberg calculations. 

 
UK Services PMI 
 SEP AUG JUL JUN MAY APR 

Services PMI 58.7 60.5 59.1 57.7 58.6 58.7 

Source: Markit 
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This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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