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IHS MARKIT / CIPS
UK MANUFACTURING PMI®
UK manufacturing sector stabilises as political
uncertainty subsides
KEY FINDINGS
UK Manufacturing PMI at 50.0 in January (Flash: 49.8)
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New export orders fall for third consecutive month
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Source: IHS Markit / CIPS.

The start of 2020 saw the performance of the UK
manufacturing sector steady following the downturn
experienced through much of last year. Reduced levels of
political uncertainty following the general election led to
mild recoveries in new orders and business confidence and
a stabilisation of production volumes. Overseas demand
remained a constraint, however, as new export orders fell for
the third straight month.
The seasonally adjusted IHS Markit/CIPS Purchasing
Managers’ Index® (PMI®) rose to a nine-month high of 50.0
in January, identical to its no-change mark and above
December's reading of 47.5. The PMI last posted a reading
above its neutral 50.0 level in April 2019.
Output rose in the consumer and intermediate goods sectors,
as manufacturers in these industries scaled up production in
response to improved inflows of new business. In contrast,
the downturn in the investment goods sector continued,
with output and new work intakes declining sharply (albeit
to lesser extents than before the turn of the year).
The trend in new export business continued to weigh on the
UK manufacturing sector in January. Companies cited weak
economic growth in key markets – especially within Europe
– as the main factor underlying the latest decline in new
export orders.
Signs of stabilisation in the manufacturing sector at
the start of 2020 filtered through to trends in hiring and
business confidence. The level of employment was broadly
unchanged during January, halting a nine-month sequence
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of job losses.
Optimism improved to an eight-month high, with 47% of
manufacturers forecasting that output would expand over
the year ahead. Improved confidence reflected reduced
political uncertainty, higher demand, an expected recovery
in export volumes and planned new product launches.
However, optimism remained low compared to the historical
standards of the survey, in part due to ongoing uncertainty
at some firms about the impact of Brexit on their businesses.
January saw inventories of purchases decline at the fastest
pace since May 2013. Companies linked this to a combination
of reducing Brexit safety stocks, efforts to improve cash flow,
intentional inventory depletion strategies and lower levels of
purchasing. Input buying volumes fell for the third successive
month. Stocks of finished goods rose (albeit marginally) for
the first time in three months.
Average input costs increased for the second month
running in January. Although the rate of inflation was the
fastest since last August, it was still modest compared to its
long-run survey average. Higher costs were linked to market
forces, exchange rate volatility, supplier price increases and
rising energy and raw material costs. Part of the increase was
passed on in the form of higher output charges, which rose
for the forty-fifth straight month in January.
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COMMENT
Rob Dobson, Director at IHS Markit, which compiles the
survey:

Duncan Brock, Group Director at the Chartered Institute of
Procurement & Supply:

“The start of 2020 saw the performance of the UK
manufacturing sector stabilise, as receding levels of
political uncertainty following the general election
aided mild recoveries in new order intakes, employment
and business confidence.

“A fairly muted start to the year as the sector crawled
towards equilibrium and the no-change mark, and the
losses from the end of 2019 were recouped on the crest
of a gentle domestic wave.

“A strengthened domestic market was the main
source of new business. Overseas demand remained
disappointing, however, as new export business fell for
the third straight month in response to weak economic
growth in key markets, notably European.
"Improvements were mostly seen via rising consumer
demand and renewed input buying by businesses,
suggesting that the reduction in uncertainty following
the election has encouraged households and businesses
to step up spending. In contrast, an ongoing downturn
at investment goods producers suggests that the
economic certainty required to achieve a full revival
in capital spending may still be some way off, likely
reflecting lingering uncertainty about the Brexit
road-map in the coming year.”
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“Whilst exports fell for the third month in a row, it
was home-grown orders that provided the fuel for
manufacturing to move out of contraction territory as
businesses returned to a little more normality. However
though some firms unravelled existing stocks and
purchased small levels of materials to see them through
the next few months, there was no indication of a largescale return to spending. The investment goods sector
remained in decline as uncertainty still maintained a
stranglehold on long-term decisions.
“With a small uplift in employment levels and optimism
at an eight-month high, this is certainly better news
than we’ve had in a while. Hopefully the momentum will
now build in spite of potential obstacles and the sector
pulls itself up by its bootstraps into growth next month
as the UK negotiates its position with the EU.”
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Methodology

About IHS Markit

Survey responses are collected in the second half of each month and indicate the direction of change
compared to the previous month. A diffusion index is calculated for each survey variable. The index is
the sum of the percentage of ‘higher’ responses and half the percentage of ‘unchanged’ responses. The
indices vary between 0 and 100, with a reading above 50 indicating an overall increase compared to the
previous month, and below 50 an overall decrease. The indices are then seasonally adjusted.

IHS Markit is a registered trademark of IHS Markit Ltd. and/or its affiliates. All other company and product
names may be trademarks of their respective owners © 2020 IHS Markit Ltd. All rights reserved.

The IHS Markit /CIPS UK Manufacturing PMI® is compiled by IHS Markit from responses to questionnaires
sent to purchasing managers in a panel of around 600 manufacturers. The panel is stratified by detailed
sector and company workforce size, based on contributions to GDP.

The headline figure is the Purchasing Managers’ Index® (PMI). The PMI is a weighted average of the
following five indices: New Orders (30%), Output (25%), Employment (20%), Suppliers’ Delivery Times
(15%) and Stocks of Purchases (10%). For the PMI calculation the Suppliers’ Delivery Times Index is
inverted so that it moves in a comparable direction to the other indices.
Underlying survey data are not revised after publication, but seasonal adjustment factors may be revised
from time to time as appropriate which will affect the seasonally adjusted data series.
January 2020 final Manufacturing PMI data were collected 13-28 January 2020.
The final United Kingdom Manufacturing PMI follows on from the flash estimate which is released around
a week earlier and is typically based on approximately 85%–90% of total PMI survey responses each
month. The January 2020 flash was based on 90% of the replies used in the final data.
For further information on the PMI survey methodology, please contact economics@ihsmarkit.com.

IHS Markit (NYSE: INFO) is a world leader in critical information, analytics and solutions for the major
industries and markets that drive economies worldwide. The company delivers next-generation
information, analytics and solutions to customers in business, finance and government, improving their
operational efficiency and providing deep insights that lead to well-informed, confident decisions. IHS
Markit has more than 50,000 business and government customers, including 80 percent of the Fortune
Global 500 and the world’s leading financial institutions.

If you prefer not to receive news releases from IHS Markit, please email katherine.smith@ihsmarkit.com.
To read our privacy policy, click here.

About CIPS

The Chartered Institute of Procurement & Supply (CIPS) is the world’s largest procurement and supply
professional organisation. It is the worldwide centre of excellence on purchasing and supply management
issues. CIPS has a global community of 200,000 in over 150 countries, including senior business people,
high-ranking civil servants and leading academics. The activities of procurement and supply chain
professionals have a major impact on the profitability and efficiency of all types of organisation and CIPS
offers corporate solutions packages to improve business profitability. www.cips.org.

About PMI

Purchasing Managers’ Index® (PMI®) surveys are now available for over 40 countries and also for key
regions including the eurozone. They are the most closely watched business surveys in the world,
favoured by central banks, financial markets and business decision makers for their ability to provide upto-date, accurate and often unique monthly indicators of economic trends. To learn more go to ihsmarkit.
com/products/pmi.html.

Disclaimer

The intellectual property rights to the data provided herein are owned by or licensed to IHS Markit. Any unauthorised use, including but not limited to copying, distributing, transmitting or otherwise of any data appearing
is not permitted without IHS Markit’s prior consent. IHS Markit shall not have any liability, duty or obligation for or relating to the content or information (“data”) contained herein, any errors, inaccuracies, omissions or
delays in the data, or for any actions taken in reliance thereon. In no event shall IHS Markit be liable for any special, incidental, or consequential damages, arising out of the use of the data. Purchasing Managers’ Index®
and PMI® are either registered trade marks of Markit Economics Limited or licensed to Markit Economics Limited. IHS Markit is a registered trademark of IHS Markit Ltd. and/or its affiliates.
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