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UK: BAD LUCK THWARTS REBALANCING 

Berenberg Macro Flash 

UK PMI Manufacturing, April 2015 
 
Actual:  51.9 

Previous: 54.0 (revised down from 54.1) 
Consensus: 54.6 
 
Export-oriented UK manufacturers suffer as the competitive advantage of weak sterling is fading. In 
2007/2008, sterling had depreciated by 25% against the euro, but since 2013, it has recovered about half of 
that fall, with a strong up-movement since December 2014. The UK’s manufacturing PMI fell to 51.9 in 
April, its lowest level since April 2013. This was the first time it was at the same level as its Eurozone equiv-
alent since February 2013 (see chart). According to Markit, domestic business was resilient, driven by robust 
consumption growth, but exporters struggled with competitive headwinds due to strong sterling. 
 
In a way, bad luck has prevented a more balanced recovery in the UK, where consumption continues to be 
the most reliable driver of growth. When sterling was low in 2009 - 2013, it did not help UK exporters very 
much because demand from the major export market, the Eurozone, was weak due to the global financial 
crisis and the euro crisis. Now that the Eurozone is rebounding, UK exporters struggle to defend their mar-
ket share due to the weaker euro. Still, we expect the return to more normal growth in the Eurozone to 
benefit UK manufacturers as well over time. The large April drop in the UK manufacturing PMI is likely to 
be a blip and buoyant domestic demand will support activity. Even at 51.9, the index still points to expan-
sion. But the surprisingly strong effect of currency appreciations in the UK and the US in early 2015 could 
suggest competitiveness issues in both countries, which does not bode well for export growth in the com-
ing quarters. 
 

Chart: UK and Eurozone manufacturing paths cross 

 
UK and Eurozone manufacturing PMIs. >50 = expansion. Source: Markit 
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Manufacturing PMI 51.9 54.0 54.1 53.9 52.9 52.7 53.3 
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This message has been produced for information purposes for institutional investors or market profession-

als, 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, statements, 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 dam-

ages 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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