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GDP and latest nowcasts

ONS 2nd UK Team Consensus Latest This year’s Blue Book data are released on the 30" of
estimate | expectation backcast | September and revisions to National Accounts are
2015 Q2 0.7% 0.7% 0.7% 0.7% likely to be sizable. This note only covers data received
Latest nowcast Last month nowcast so far this month.
2015 Q3 0.6% 0.6% . . ) )
i > Activity indicators have been mixed. Production,

construction, the Markit/CIPS survey and consumer
confidence data have all weakened, but the BCC survey
data and retail sales growth remain firm. Our Q3
nowcast remains at 0.6%, unchanged from last month.

This month’s data at a glance

Monthly Output Indices Jul Jun May Apr Mar

Index of Production -0.4 -0.4 0.3 0.2 0.6
- Manufacturing -0.8 0.2 -0.7 -0.3 0.4 Blue Book 2015
Construction output 10 | 09 10 0.0 14 The release of Quarterly National Accounts consistent with

Blue Book 2015 is tomorrow. As summarised in an earlier
Trade and Retall Sales Avg | Ju e May | Apr note’, Blue Book 2015 is expected to contain significant

_ . revisions to the National Accounts because of the
Retail sales vols (inc fuel) |02 00 | 02 | 03 08 | incorporation of new data and the implementation of
Retail sales vols (excfuel) | 0.1 | 0.3 0.3 0.4 06 | methodological changes, although the scope is
Goods imports na. | 05 3.1 3.3 2.3 | considerably smaller than in Blue Book 2014. The ONS has
already revealed that average growth between 1997 and

Soods exports na | 95 | 04 30 48 2013 will be unchanged, but the recovery from 2011 will
look somewhat stronger and the size of the productivity

UG L R Sep | Aug | Jul | Jun | Ave | 77l probably smaller, around 14% below its pre-crisis

CIPS Services na. | 556 | 574 | 585 | 551 | trend and 2pp lower than the current estimate of 16%.

CIPS Manufacturing na. | 52.5 52.4 51.5 53.3

CIPS Construction n.a. 57.3 571 58.1 54.6 Chart 1: Industrial Production Output

GfK Consumer Conf 1.9 4.3 3.3 4.7 -9.3

Contribution to three month on three month growth, pp

BCC Economic Survey 52 %13 28125 52 %11 2814 Ave
Man. Domestic_sales 20 20 30 36 11

Man. Business confidence 32 45 47 45 28
Serv. domestic sales 36 31 34 38 19
Serv. Business confidence 42 45 41 46 30
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Industrial production

Weak monthly output data

The index of production (Chart 1) fell by 0.4% in July,
weaker than the market’'s and our expectation. The fall in
July was driven by manufacturing, largely focused in two
categories, metal products and transport equipment.
According to the ONS, earlier summer shut-downs and
softer export demand contributed significantly to these falls.
Output in the Construction Industry (Chart 2) also fell in

for more information.



Chart 2: Construction output, housing and non-housing

sectors

Contribution to 3mo3m growth, pp [ °
4
3
2
1
0
-1
-2
-3
-4
- -5
2011 2012 2013 2014 2015
N Housing W Non-housing e All work

Chart 3: BCC QES domestic and export sales balances
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Chart 4: Markit/CIPS composite indices
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Chart 5: GFK/EC consumer confidence
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July, by 1.0%. Although construction data are volatile and
prone to revision, there has been a clear slowing in growth
since last year.

UK Trade data for July indicated weaker goods exports
than expected, while goods imports were only slightly
weaker. Revisions to the goods trade data in 2015 H1 also
indicate a larger positive net trade contribution to GDP
growth in Q2. Together, these suggest a negative net trade
contribution in Q3.

Retail sales rose by 0.2% in August with this release
containing only minor revisions to the back data and growth
being mixed across the retail sectors. Retail sales growth
has gently slowed from earlier this year.

Mixed evidence from survey data

The BCC survey for Q3 reported ongoing strength in both
output and expectations. However, there was a contrast
between domestic sales, which remained resilient, and
export sales, which continued to weaken (Chart 3). This
was most evident in the manufacturing export sales
balance, which fell below its series average to its lowest
level since 2009. The BCC indicated that the primary
reason given for this had been the appreciation of sterling.

In contrast, the Markit/CIPS composite activity index, which
weights together the services, manufacturing and
construction indices fell further in September, having
already turned down in August (Chart 4) and is now at its
lowest level since May 2013. Expectations of firms for
future activity also declined.

Consumers appeared a little less confident in the economic
outlook. The GfK/EC consumer confidence balance (Chart
5) fell in September, mainly driven by increased concerns
about the general economic situation. The survey for
September covers China’s ‘Black Monday’ event followed
by severe financial market volatility, which may have
reduced confidence.

The CBI industrial trends data reported the manufacturing
output balance to have fallen to its lowest level since 2013
in September, with output expectations for the next three
months also softer. In the same spirit, the CBI Financial
Services Survey for Q3 2015 suggests a low output balance
for the financial services and an easing of the expectations.

Bringing together all the news from the survey data in the
Weighted Survey Model, the prediction of this model is
0.6% in Q3, within that, the weak Markit/CIPS and CBI data
are outweighed by the stronger BCC data.

Q3 nowcast remains unchanged

The news on activity has tended to be to the downside this
month, with production, construction, consumer confidence
and the CIPS/Markit survey data all coming in weak. But
the BCC survey data paint a more resilient picture, while
retail sales growth remains firm. For now, our Q3 nowcast
remains at 0.6%, unchanged from last month.





