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UK: MANUFACTURING SLOWING 

Berenberg Macro Flash 

 
August Industrial production, 

mom 

Manufacturing production,  

mom 

Actual 0.0% 0.1% 

Previous 0.5% 0.3% 

Consensus 0.0% 0.1% 

Berenberg -0.1% 0.0% 

 
UK manufacturing is entering a soft patch as the fall-out from events in Ukraine spreads. Manufacturing output rose 
just 0.1% mom in August, in-line with consensus expectations. Output was flat over the last three months when compared 
to the previous three, quite a slowdown from the 1.5% quarterly growth seen in Q1 and 1.0% in Q4. Overall industrial 
production was also flat in August, as falling oil extraction and rising utilities output offset each other. Ukraine and Russia 
are of little direct importance to UK exporters. Indeed, they are of limited direct importance to German manufacturers. But 
the manufacturing cycle is highly integrated across countries. That means the decline in business confidence and German 
manufacturing output triggered by Russia’s aggression in Eastern Ukraine will continue to spread to the UK over the second 
half of the year. 
 
Manufacturing is much less important to the UK. Years of relative decline mean the manufacturing sector now ac-
counts for only around a tenth of UK output. This latest headwind will slow British GDP growth a little rather than a lot; 
we think to 0.6% qoq in Q4 from 0.9% in Q2. If manufacturing output is unchanged in September, the sector will expand 
around 0.3% qoq  in the third quarter, well down on growth rates from earlier in the year, but helping growth reach our 
0.7%qoq forecast for Q3. The industrial sector had been on a strong run since mid 2013 as the global cycle turned up and 
the UK recovery gathered steam. Reflecting that past strong growth, manufacturing production was up 3.9% yoy in August. 
But those year-on-year growth rates should slow now as weakening overseas demand is increasingly reflected in the UK. 
 
Domestic demand should keep the recovery strong. While UK domestic demand has lost a bit of steam in recent 
months, the latest PMIs still signal that strong services and construction growth should continue while manufacturing suf-
fers from events overseas. The risk to our call comes from the possibility that slower growth overseas and geopolitical ten-
stions hit investment intentions in the UK as they have done in Germany. 
 
UK Industrial Production, sa 
 
 AUG JUL JUN MAY APR MAR 

Manufacturing, mom 0.1% 0.3% 0.6% -1.5% 0.6% 0.4% 

Manufacturing, yoy 3.9% 3.5% 2.5% 3.2% 5.2% 3.8% 

Industrial prod., mom 0.0% 0.4% 0.1% -0.6% 0.2% -0.2% 

Industrial prod., yoy 2.5% 2.2% 1.4% 2.3% 3.4% 3.1% 

 
Source: ONS 
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