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UK: MANUFACTURING HIT BY EUROZONE WEAKNESS 

Berenberg Macro Flash 

 
October Industrial production, 

mom 

Manufacturing production,  

mom 

Actual -0.1% -0.7% 

Previous 0.7% 0.6% 

Consensus 0.2% 0.2% 

Berenberg 0.0% 0.1% 

 
Manufacturing suffering from Putin’s war. UK manufacturing has suffered noticeable fall-out as Putin’s war undermined 
sentiment in core Europe over the past six months, but falling oil prices, robust domestic demand, cheap money and proba-
bly soon turning sentiment in the Eurozone should push the UK sector past the worst by the end of the year. That slow-
down has anyway on the whole not been as serious as we had feared, meaning there are still upside risks to our call for 0.6% 
qoq GDP growth in Q4. 
 
Industrial production still grew. Manufacturing output fell 0.7% mom in October, worse than consensus expectations 
and leaving output 0.3% below its Q3 average. The fall was broad based, suggesting it was at least partially related to stalling 
growth across the Channel: indicators of UK domestic demand remain strong. With German trade and industry, the epicen-
tre of the continental slowdown, making a resilient start to the fourth quarter UK manufacturing should see some growth 
over the next couple of months, meaning the sector at worst flatlines in the fourth quarter. That would be a small blow to 
the UK recovery but hardly a decisive factor given that manufacturing accounts for only 10% of output. Importantly, UK 
oil output has surged since August as the regular summer maintenance of North Sea platforms ended, which has kept indus-
trial output as a whole still growing. Although it slipped 0.1% mom in October, that followed a 0.7% mom rise, leaving 
October industrial output 0.3% above its Q3 average and suggesting industrial output will, despite manufacturing’s troubles, 
make another positive contribution to UK growth in Q4. 
 
Volatile manufacturing still provides some uncertainties. The weaker than expected figure for October does raise some 
uncertainty about the UK’s trajectory, but the recent slide in oil prices is far more important for the UK outlook in our 
view. In any case, this latest manufacturing fall jars with the more resilient manufacturing PMI readings, which increased in 
October and November. Measured manufacturing output can be volatile from month-to-month, and given other indicators 
of robust UK momentum, we are not particularly concerned about this recent fall. Finally, we would draw attention to one 
little detail buried in the release is worth mentioning too though. The statistics office revised down industrial output growth 
in Q1 this year which would, on its own, cut Q1 GDP growth from 0.6% qoq from 0.7% qoq. If that is reflected in the 
GDP figures, it would cut 2014 full year growth a touch. 
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