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UK: MANUFACTURING JUMP EASES SOME DOWNSIDE RISKS 

Berenberg Macro Flash 

 
 Manufacturing PMI, 

October 

Latest 53.2 

Previous 51.5 

Consensus 51.4 

Berenberg 51.6 

 
Domestic strength keeps the UK economy ticking along. The UK manufacturing PMI rose to 53.2 in October rom 
51.5 in September, reaching a three month high. Weakness in the Eurozone has slowed UK manufacturing growth from its 
rapid early-2014 growth pace, an effect that showed in another fall in export orders this month, but solid domestic demand 
growth is keeping manufacturing and the economy more widely in solid expansionary territory. The big risk to the UK out-
look is not the direct impact of weak exports to the Eurozone, which Britain could easily ride out. Rather the downside risks 
stemmed from the potential for uncertainty around the Eurozone to infect UK domestic demand as companies perhaps put 
off investments. The manufacturing PMI jump this month suggests those risks are not yet materialising – the sharp im-
provement in investment goods output growth was an encouraging sign in the detail – keeping our forecast for a temporary 
and minor slowdown in UK growth in Q4 and Q1 on track. We look for 3.0% GDP growth this year and 2.8% in 2015. 
The downside risks are fading a little, although we still see good reasons to be cautious about the near-term outlook for 
now. 
 
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 continent could stabilise soon. 
The first faint signs of that stabilisation were evidence today in the Eurozone PMI’s, although caution is warranted given the 
big drop in the October Ifo survey. Still, external risks seem to be fading, and we expect a clearer turn-around in Eurozone 
confidence to begin before the end of the year. Domestically, UK growth still looks robust. Consumer confidence slipped a 
little in October but remains well above its long-run average. Employment growth slowed again in today’s manufacturing 
PMI, but the manufacturing sector is relatively small. If domestic demand holds up, the services sector should continue 
creating plenty of jobs. 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. With inflation low and downside risks to growth still signif-
icant, if lower than they were a month ago, the BoE faces little pressure to change monetary policy in the near-term. We 
expect them to keep rates on hold in their meeting this week, and we look for the first hike next June. 
 

 
Services and construction PMIs weighted by shares in value-added. Source: Markit, Berenberg calculations 
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UK Manufacturing PMI 
 
 OCT SEP AUG JUL JUN MAY 

Manufacturing PMI 53.2 51.5 52.6 54.8 56.7 56.4 

 
Source: Markit 
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