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UK: INDUSTRIAL BOUNCE ON CARS AND OIL 

Berenberg Macro Flash 

 
September Industrial production, 

mom 

Manufacturing production,  

mom 

Actual 0.6% 0.4% 

Previous -0.1% 0.2% 

Consensus 0.4% 0.3% 

Berenberg 0.3% 0.3% 

 
Hard data counter some of the worse fears about the mild UK slowdown. Manufacturing output rose 0.4% mom in 
September and industrial production was up 0.6% mom. That September bounceback was driven by car plants coming back 
on-line after a summer lull – not dissimilar to the pattern we expect to see in Germany – and production resuming in some 
big North Sea fields after summer maintenance. Manufacturing output rose 0.4%qoq in the third quarter, little changed 
from the 0.5% expansion in the second quarter, showing that while the expansion has slowed from the heady heights of 
earlier this year, the picture is one of a mild rather than sharp slowdown, with the UK so far riding out the troubles abroad 
relatively well. We look for overall economic growth to slow to 0.6% qoq in the fourth quarter, before improving again next 
year as geopolitical tensions ease and Germany returns to expansion. 
 
Manufacturing will remain soft for a couple of quarters though. September’s output bounce provides a solid platform 
for fourth quarter industrial growth. Both industrial and manufacturing output were 0.3% above the Q3 average in Septem-
ber, meaning that even if neither sector grew at all in October, November and December, Q4 growth as a whole would also 
be 0.3%. The idea that growth might not slow much further in the fourth quarter is also supported by the manufacturing 
PMI, which in October was above its Q3 average. That being said, the manufacturing expansion has clearly slowed from the 
first half of this year as troubles in core Europe triggered by escalating geopolitical tensions over the summer have taken 
their toll on internationally exposed industrial firms. The manufacturing PMI is 53.2 compared to an average of 56.5 in the 
first half of 2014, while quarterly output growth of 0.4% in Q3 compares to 1.5% in Q1 this year. That softer patch will 
continue for a few months longer, with the German Ifo having fallen again in October, and the Eurozone manufacturing 
PMI’s just stabilising. 
 
We remain cautious but the risks are dissipating a little. Domestic spending kept overall UK growth still pretty strong 
in the third quarter but there are some tentative signs of uncertainty triggered by slower growth overseas causing some de-
lays in investment and spending by UK firms, hitting the services PMI yesterday. Financial market volatility in October may 
also have played a role in that. We are reluctant to call the bottom of the downswing in German industrial confidence just 
yet given the October Ifo. So, for now, the risks to our forecast remain to the downside. That being said, those risks are 
dissipating a little. While the Ifo was disappointing, the Eurozone PMI’s point to some upside risks to our growth forecasts. 
The full gamut of data out this week continues to signal the UK is on track for a mild, not sharp, slowdown that should be 
temporary. We look for 0.6% qoq growth in Q4, accelerating to 0.8% qoq by Q3 next year. For 2014 as a whole we forecast 
3.0% GDP growth, and 2.8% for 2015.  
 
UK Industrial Production, sa 
 
 SEP AUG JUL JUN MAY APR 

Manufacturing, mom 0.4% 0.2% 0.3% 0.6% -1.5% 0.6% 

Manufacturing, yoy 2.9% 4.0% 3.4% 2.5% 3.2% 5.2% 

Industrial prod., mom 0.6% -0.1% 0.3% 0.1% -0.6% 0.2% 

Industrial prod., yoy 1.5% 2.2% 2.0% 1.4% 2.3% 3.4% 

 
Source: ONS 
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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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