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UK: SLIGHTLY SLOWER GROWTH, BUT STILL STRONG 

Berenberg Macro Flash 

 
UK GDP, qoq, Q3 2014 

 

Actual:  0.7% 

Previous: 0.9% 

Consensus: 0.7% 

Berenberg: 0.7% 

 

Slightly slower growth. GDP growth slowed to 0.7% qoq in the third quarter from 0.9% in the second, as the stalling 

Eurozone weighed on manufacturing while construction rose solidly rather than spectacularly despite red hot surveys. We 

expect the recovery to soften a little further in the fourth quarter as the single currency area struggles to get moving while a 

confluence of factors – principally the potential for rate hikes in the next twelve months and political uncertainty – drag a 

little on domestic growth. We look for 0.6% qoq growth in Q4 before fading geopolitical tensions allow the expansion to 

pick up speed again next year. In sum, for now it is onwards and upwards for the UK, but we worry about the downside 

risks in the near-term. 

 

But still strong. After an historically slow recovery from the financial crisis any loss of momentum in the face of the Bank 

of England keeping the pedal to the metal, however mild, has the potential to raise some jitters about the sustainability of 

the UK’s recovery and the ability of the BoE to address any downside risks should they emerge. But the UK has averaged 

0.6% qoq growth since 1955 and 0.7% for the past seven quarters now. So there is no major cause for worry in another 

0.7% read. The UK is slowing mainly because events abroad are hurting manufacturing. The downside risks are clear. Busi-

ness confidence in the UK could be dented by events overseas, threatening investment as well as exports. But conditions 

now are different from the Eurozone crisis back in 2011/12 which markedly raised uncertainty in the UK, causing signifi-

cant fall-out onto consumers and firms. The Eurozone illness now is less virulent than the affliction a couple of years ago. 

 

Services and construction rise strongly. While manufacturing slowed to its weakest quarterly growth since Q1 2013 – 

though it was a still reasonable 0.4% qoq – services output rose 0.7% qoq and construction increased 0.8%. The former was 

a fair bit weaker than Q2’s 1.1% expansion, explaining why GDP lost some steam (while manufacturing slowed, industrial 

production as a whole actually grew faster in the third quarter than the second). Getting right down to details reveals that 

there may be some downside risks to these third quarter figures, or alternatively some upside risks to fourth quarter growth. 

 

Specifically, the statistics office has made some bold assumptions about output in September to construct these early figures 

– it needs to make assumptions because it has little data for what actually happened to output in the final month of the 

quarter. The number crunchers have assumed construction rises 4.0% mom, bouncing back from August’s surprise 3.9% 

fall, industrial production rises 0.6% mom – the strongest since February – while services rise 0.5% mom, the strongest 

since March. If those assumed growth rates turn out to reflect the truth, then output will head into Q4 on strong founda-

tions. The much discussed UK slowdown will not be evident in September in that case. Alternatively, there may be down-

ward revisions to come. For now we should take the statistics office’s figures at face value as they are the best estimate of 

growth available. But we should also be aware that they are subject to considerable uncertainty.  

 

 Q3 2014 Q2 2014 Q1 2014 Q4 2013 

GDP, % qoq 0.7% 0.9% 0.7% 0.6% 

Services 0.7% 1.1% 0.8% 0.7% 

Industrial production 0.5% 0.2% 0.9% 0.6% 

o/w manufacturing 0.4% 0.5% 1.5% 1.0% 

Construction 0.8% 0.7% 1.8% -0.3% 
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Source: UK Office for National Statistics 
 

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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